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DJC-EST  OF  PUBLIC  I  AW  250 

REVET mS  AOT  OF  1941.  Creates  a  committee,  composed  of  three  rr embers  of  the 
Senate  Committee  on  Fj ranee,  three  members  of  the  Senate  Committee  on 
Appropriations,  three  members  of  the  T7orse  Committee  on  ■■•ays  and  1  ears, 
three  members  of  the  House  Committee  on  Appropriations,  the  Secretary  of 
the  Treasury,  and  the  Director  of  the  Bureau  of  the  Budget,  to  investigate 
Federal  expenditures  with  a  view  to  recommending  elimination  or  reduction 
of  those  which  are  deemed  to  T)e  non-essential,  and  to  report  to  tve  Pres¬ 
ident  and  Congress.  Authorizes  the  committeeto  utilize  the  services, 
information  facilities,  and  personnel  of  Government  agencies. 

Increases  income  taxes  from  4  percent  to  10  oercert  in  +ve  lover 
brackets  and  fixes  the  top  rate  at  FI  percent  instead  of  77  percent.  ne- 
duces  the  personal  exemption  from  72000  to  11500  for  married  persons  and 
from  $800  to  $750  for  single  persons.  Permits  persons  with  net  ircome  of 
not  over  $3000  to  file  an  abbreviated  return  showing  automatically  the 
amount  of  tax.  Fakes  the  defense  tax  permanent.  Increases  corporation 
excise  taxes  on  various  commodities,  including  alcoholic  beverages,  tires 
and  tubes,  motor  vehicles,  refrigerators,  telephones,  sporting  goods, 
electric  appliances,  photographic  apparatus,  rubber  articles,  furs,  and, 
except  for  the  Government,  transportation  rates. 
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April  24,  1941 

Hearings:  House,  H.  R.  5417,  Vol.  1 

May  12,  1941 

Hearings:  House,  H.  R.  5417,  Vol.  2. 

July  24,  1941 

Rep.  Doughton  introduced  H.  R.  5417  which  was  referred 
to  the  House  Committee  on  -  ays  and  Means.  Print  of  the 
bill  ar.d  introduced  and  reported.  House  Committee  re¬ 
ported  H.  R.  5417  without  amendment.  House  Kept.  1040. 

July  23,  1041 

House  Rules  Committee  reported  P.  Res.  279  for  the  con¬ 
sideration  of  H.  R.  5417.  House  Kept.  1065.  Print  of 
the  Resolution. 

July  30,  1041 

House  Reles  Committee  reported  ”,  Res.  2°0  for  the  con¬ 
sideration  of  H.  R.  5417.  House  Rept.  1076.  Print  of 
the  Resolution. 

House  began  debate. 

July  31,  lq41 

Debate  continued. 

August  1,  1°41 

Debate  continued. 

August  4,  1941 

Debate  continued.  Passed  House  with  amendments. 

August  5,  1941 

Print  of  the  bill  as  referred  to  the  Senate  Committee 
on  Finance. 

August  7,  1941 

Amendment  proposed  by  Senator  '"Vert on. 

August  15 ,  1941 

Amendment  proposed  by  Senator  Bone . 

3ept enter  2,  1741 

Senate  Committee  reported  h.  r.  5417  with  amendments. 
Senate  Rept  673.  Pts.  1,  2,  and  3«  Print  of  the  bill 
as  reported. 

September  3,  1741 

Berate  Kept.  673,  Pt.  4«  Amendments  proposed  by  Senators 
Vandenberg,  Downey  ard  la  Follette. 

Senate  beran  debate. 

September  4,  l°4l 

Debate  continued.  Amendments  pron6sed  by  Senators  Butler, 
Bailey,  Overton,  and  Adams. 

September  5,  10 41 

Debate  concluded.  Passed  the  Senate  with  amendments. 
Senate  Conferees  appointed.  Print  of  tie  bill  with  +he 
amendments  of  the  Senate  nurbered. 

September  15,  1741 

House  Conferees  appoirted. 

House  received  the  Conference  Report.  House  Rept.  1203. 
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September  16,  1941 


Horse  agreed  to  tie  Conference  Report. 


Sentember  17,  1941 


Senate  received  ard  a^rreed  to  the  Conference  n-eport. 


September  20,  1941 


Approved.  Public  law  250. 
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77th  Congress  )  HOUSE  OF  REPRESENT ATIYES 
1st  Session  ) 


Report 
No.  1040 


THE  REVENUE  BILL  OF  1 


July  24,  1941. — Committed  to  the  Committee  of  the  Wl 
of  the  Union  and  ordered  to  be  print' 


Mr.  Doughton,  from  the  Committee  on  Ways  and  Means,  submitted 

the  following 


REPORT 


[To  accompany  H.  R.  5417] 


The  Committee  on  Ways  and  Means,  to  whom  was  referred  the  bill 
(H.  R.  5417)  to  provide  revenue  and  for  other  purposes,  having  con¬ 
sidered  the  same,  report  favorably  "thereon  without  amendment  and 
recommend  that  the  bill  do  pass. 


Need  for  the  Legislation 


The  united  effort  on  the  part  of  the  American  people  adequately  to 
defend  this  Nation  has  placed  a  tremendous  financial  burden  upon  the 
Government. 

Upon  his  appearance  before  your  committee  on  April  24,  1941,  the 
Secretary  of  the  Treasury  stated  that  as  of  that  date  the  appropria¬ 
tions,  authorizations,  and  recommendations  for  the  national  defense 
program  totalled  $39,000,000,000,  including  the  lease-lend  appro¬ 
priations.  According  to  the  estimate  of  the  Bureau  of  the  Budget 
as  of  June  1,  1941,  this  figure  had  then  risen  to  $43,000,000,000. 
It  is  now  set  at  approximately  $50,000,000,000.  Thus,  since 
April,  the  scope  of  our  defense  program  has  been  expanded  by 
$1 1,000,000,000. 

Upon  that  occasion,  the  Secretary  further  stated  that  actual  ex¬ 
penditures  for  all  Federal  purposes  for  the  fiscal  year  1942  were  then 
expected  to  be  $19,000,000,000.  It  is  now  anticipated  that  the  ex¬ 
penditures  for  the  fiscal  year  1942  will  exceed  $22,000,000,000.  The 
Budget  message  of  January  1941  estimated  that  the  deficit  for  the 
fiscal  year  1942  would  be  $9,200,000,000.  The  Bureau  of  the  Budget, 
as  of  June  1,  1941,  set  this  figure  at  $12,800,000,000.  These  figures 
do  not  reflect  any  additional  revenue  from  proposed  tax  legislation. 

H.  Rept.  1040,  77-1° - 1 
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Your  committee  bill  is  designed  to  yield  a  net  additional  revenue  in 
excess  of  $3,500,000,000  for  a  year  of  full  operation.  For  the  fiscal 
year  1942,  it  is  estimated  to  yield  about  $1,900,000,000.  Thus,  the 
net  deficit  of  $12,800,000,000,  predicted  without  regard  to  this  bill, 
will  be  reduced  to  $10,900,000,000. 

The  bill  with  the  present  law  will  meet  about  60  percent  of  the 
anticipated  expenditures,  leaving  40  percent  to  be  met  by  borrowing. 
During  the  World  War  only  one-third  of  the  expenditures  were  met 
by  taxes  and  two-thirds  by  borrowing. 

In  recent  years,  your  committee  lias  recommended  and  the  Con¬ 
gress  has  enacted  legislation  substantially  increasing  our  tax  revenues. 
These  increases  were  designed  to  bring  our  receipts  and  expenditures 
into  closer  alignment.  Except  for  the  enormous  expenditures  made 
necessary  by  our  defense  program  our  goal  would  have  been  achieved. 
For  example,  for  the  fiscal  year  1941  our  total  receipts  aggregated 
$7,607,000,000  and  our  total  expenditures  were  $12,710,000,000, 
leaving  a  deficit  of  $5,103,000,000.  Of  the  total  expenditures  of  I 
$12,710,000,000,  $6,048,000,000  were  for  national  defense.  Thus, 
had  defense  expenditures  been  at  normal  levels,  a  small  deficit  or 
perhaps  no  deficit  for  1941  would  have  occurred. 

The  bill  is  unprecedented  in  the  amount,  of  revenue  it  is  designed 
to  provide.  It  lays  a  substantially  increased  burden  upon  the 
American  people.  But  there  is  convincing  evidence  that  this  burden 
will  be  borne  cheerfully  in  the  light  of  the  overwhelming  importance 
of  national  defense  to  the  continued  freedom  and  security  of  the 
United  States.  It  is  believed  that  the  risk  to  life  and  property  from 
an  inadequate  preparedness  would  make  even  a  much  heavier  burden 
attractive  by  comparison. 

In  its  deliberations  on  this  measure,  it  has  been  your  committee’s 
aim  and  desire  to  distribute  the  additional  tax  burden  as  equitably 
as  possible  among  the  several  classes  of  taxpayers.  Due  considera¬ 
tion  has  also  been  given  to  the  economic  and  social  effects  of  the 
increased  levies.  There  was  continually  in  mind  the  need  for  keep¬ 
ing  to  a  minimum,  consistent  w  ith  our  defense  efforts,  any  disruption 
of  our  economy,  and,  at  the  same  time,  supplying  a  needed  restraint 
upon  inflationary  tendencies. 

Your  committee’s  principal  aim  in  this  bill,  however,  as  in  all  tax 
legislation,  is  the  procurement  of  revenue. 

Estimates  of  Revenue 

Of  the  more  than  $3,500,000,000  to  be  raised  by  the  bill,  nearly 
$2,475,000,000  is  to  be  derived  from  corporate  and  individual  income 
taxpayers;  $152,000,000  from  estate  and  gift  taxpayers;  and  about 
$900,000,000  from  excise  taxes. 

The  following  table  sets  out  in  detail  the  items  contained  in  the 
bill  and  the  expected  revenue  therefrom.  These  figures,  supplied  by 
the  Treasury  Department,  contemplate  a  year  of  full  operation. 
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Estimated  increase  or  decrease  (— )  in  revenue  yield  due  to  revenue  bill  of  191t  1 


Tax 


Proposed  change 


Estimated 
increase  or 
decrease  (— ) 
over  present 
law  1 


Income  taxes: 
Corporation: 
Normal  tax. 


Surtax 


Excess-profits  tax 


Allow  excess  profits  tax  as  a  deduction  in  com¬ 
puting  normal  tax  net  income;  increase  with¬ 
holding  rate  and  increase  income  tax  rate  on 
nonresident  alien  individuals  and  corporations. 

5  percent  on  surtax  net  income  not  in  excess  of 
$25,000;  6  percent  on  surtax  net  income  in  excess 
of  $25,000. 

Revise  basis;  increase  rates  10  percentage  points  in 
each  bracket. 


Millions  of 
dollars 

-520. 1 


644.  7 
1, 198.  3 


T  otal 
Individual  _ 


1,  322.  9 
1, 152.0 


Total  income  taxes _ 

Miscellaneous  internal  revenue: 

Capital  stock  tax _ 

Estate  tax _ 

Gift  tax _ 


Increase  rate  from  $1.10  to  $1.25. 

Increase  rates _ _ _ 

_ do _ _ _ 


2, 474. 9 


22.  3 
135.  9 
16.0 


Total 


Manufacturers’  and  retailers’ 
excise  taxes: 

Distilled  spirits. . . . 

Wines _ 

Passenger  automobiles,  parts, 
and  accessories. 

Automobile  trucks,  busses, 
and  trailers. 

Tires  and  tubes _ 

Refrigerators,  refrigerating 
apparatus,  and  air-condi¬ 
tioners. 

Matches _ 

Playing  cards _ 

Radio  receiving  sets  and 
parts. 

Phonographs  and  phono¬ 
graph  records. 

Musical  instruments. . 

Sporting  goods _ _ _ 

Luggage _ 

Electrical  appliances . . 

Photographic  apparatus . 

Electric  signs _ 

Business  and  store  machines. 

Rubber  articles _ 

Washing  machines  (com¬ 
mercial)  . 

Optical  equipment _ 

Soft  drinks _ _ 

Jewelry,  etc _ 

Furs _ 

Toilet  preparations. . 


Increase  rates  $1  per  gallon..: _ ; _ 

Increase  rates _ _ _ 

Double  rates;  revise  base. _ _ 

_ do _ _ _ _ _ _ 

Double  rates _ _ _ 

Increase  rates  from  5 \'i  percent  to  10  percent;  revise 
base. 

2  cents  per  1,000,  except  fancy  wooden  or  colored 
wooden  (unchanged). 

Increase  rate  from  11  cents  to  13  cents _ 

Increase  rate  from  5H  percent  to  10  percent;  revise 
base. 

10  percent  of  manufacturers’  sales  price _ _ 

_ do _ 

_ do _ _ _ _ _ 

_ do _ 

_ do _ _ _ _ _ 

_ do _ 

_ do _ _ _ _ _ _ _ _ _ _ 

_ do  _ _ _ 

_ do  _ _ _ _ _ _ _ _ 

_ do. . . . — . . . . . 


_ do _ _ _ _ 

Various  rates  on  bottled  soft  drinks,  finished  or 
fountain  sirups  and  carbonic  acid  gas. 

10  percent  of  retailers’  sales  price _ _ 

_ do _ _ _ 

10  percent  of  retailers’  sales  price. _ _ 


Total  manufacturers’  and 
retailers’  excise  taxes. 


Miscellaneous  taxes: 
Admissions _ 


Cabarets,  roof  gardens,  etc... 
Club  dues _ 


Reduce  exemption  to  9  cents  and  eliminate  certain 
present  law  exemptions.  Exempt  service  men 
in  uniform  when  admitted  free,  or  at  reduced 
rates  on  reduced  admission  charge. 

5  percent  of  total  bill _ _ _ 

Reduce  exemption  to  $10  and  tax  certain  privilege 
fees. 


174.  2 


3  122.  3 
3  5.0 
74.9 

16. 1 

3  44.  6 
21.0 


8.2 

1.0 

9.4 

4.  5 

3.6 

8.5 

4.5 
12.6 

12.  4 

2.7 
21.0 
21  3 

1.  1 

1.0 

22.6 

66.2 
20.  7 
19.7 


614.9 


60.0 

2.0 

2.8 


1  Full  year  effect.  Estimates  for  corporation  and  individual  income  taxes  and  the  gift  tax  are  based  on 
Income  levels  estimated  for  calendar  year  1941;  all  other  estimates  are  based  on  income  levels  estimated 
for  fiscal  year  1942. 

3  Excluding  nonrecurring  floor  stocks  taxes  collectible  only  in  fiscal  year  1942 — distilled  spirits,  $38.0 
millions;  wines,  $1.0  million;  tires  and  tubes,  $6.7  millions. 
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Estimated  increase  or  decrease  (  — )  in  revenue  yield  due  to  revenue  bill  of  1941 — Con. 


Tax 

Proposed  change 

Estimated 
increase  or 
decrease  (— ) 
over  present 
law 

Miscellaneous  internal  revenue — Con. 

Millions  of 

Miscellaneous  taxes: — Con. 

dollars 

Increase  rate  from  11  percent  to  20  percent _  _ 

1.  7 

Telephone,  telegraph,  radio, 

On  dispatches,  messages,  or  conversations  for 

26.6 

and  cable  facilities,  leased 

which  the  charge  is  25  cents  or  more,  5  cents  for 

wires,  etc. 

each  50  cents  or  fraction  thereof;  revise  definition 

Telephone  bill _ _ - 

of  leased  wires. 

5  percent  of  total  bill  excluding  messages  subject 

43.6 

Transportation  of  persons — 

to  tax  above. 

5  percent  of  amount  paid;  35-eent  exemption 

36.5 

Use  of  motor  vehicles  and 

$5  per  motor  vehicle  or  boat  per  year  with  gradu- 

160.2 

boats. 

ated  rates  on  yachts. 

Bowling  alleys,  and  billiard 

$15  per  alley,  billiard  or  pool  table  per  year _ 

3.4 

and  pool  tables. 

Coin-operated  amusement 

$25  per  device  per  year _ 

8.9 

and  gaming  devices. 

Radio  broadcasting _ 

Various  rates  based  on  amount  of  net  time  sales; 

12.5 

Outdoor  advertising _ 

stations  with  net  time  sales  of  less  than  $100,000 
per  year  exempt. 

Various  rates  determined  by  size  of  sign _ 

7.0 

365.2 

Total  excise  and  miseella- 

880.1 

neous  taxes. 

Total  miscellaneous  inter- 

1,  054.  3 

nal  revenue. 

Total _ 

3,  529.  2 

Summary  of  Principal  Features 

I.  INDIVIDUAL  INCOME  TAX 

1.  TAXABLE  YEARS 

The  changes  made  by  the  bill  with  respect  to  the  individual  income 
tax  are  effective  with  respect  to  taxable  vears  beginning  after  Decem¬ 
ber  31,  1940. 

2.  DEFENSE  TAX  MADE  PERMANENT 

The  10-percent  defense  tax,  imposed  for  5  years  by  section  15  of 
the  Internal  Revenue  Code,  is  made  permanent. 

3.  PERSONAL  EXEMPTIONS  AND  CREDITS  FOR  DEPENDENTS 

Under  existing  law  a  person  though  unmarried  who  supports  in  one 
household  one  or  more  other  persons,  actually  dependent  upon  him  for 
their  chief  support,  is  deemed  to  be  the  head  of  a  family  and  is  allowed 
an  exemption  of  $2,000,  plus  $400  for  each  person  dependent  upon 
him  who  is  less  than  18  years  of  age  or  is  incapable  of  self-support.  It 
is  felt  that  such  person  should  not  be  allowed  to  obtain  this  double 
benefit  on  account  of  a  dependent,  namely  $1,200  (the  difference 
between  a  single  person’s  exemption  of  $800  and  that  of  $2,000  for 
the  head  of  a  family),  plus  $400,  or  $1,600  in  all. 

Consequently,  the  bill  provides  that  a  dependent  counted  to  con¬ 
stitute  an  individual  as  the  head  of  a  family  cannot  be  coimted  again 
as  a  dependent  for  purposes  of  the  $400  credit. 
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The  individual  income-tax  exemptions  were  reduced  last  year  from 
$1,000  to  $800  for  a  single  person  and  from  $2,500  to  $2,000  for  a 
married  couple.  A  married  person’s  exemption  is  now  as  low  as  it 
has  ever  been  since  the  Federal  income  tax  was  adopted  in  1913. 
During  the  period  1917-20  it  was  $2,000.  A  single  person’s  exemption 
is  now  lower  than  it  has  ever  been.  During  the  periods  1917-24  and 
1932-39  it  was  $1,000.  The  present  exemptions  on  a  weekly  basis 
are  $15  for  a  single  person  and  $38  for  a  married  person.  Your  com¬ 
mittee  feels  that  a  further  reduction  in  these  exemptions  is  not  war¬ 
ranted  at  this  time,  especially  in  view  of  the  rising  cost  of  living. 

It  should  be  remembered  that  because  an  individual  is  exempt  from 
the  individual  income  tax  does  not  mean  that  he  is  free  from  taxation. 
The  revenue  system  includes  many  taxes  which  directly  and  indirectly 
burden  these  lower  income  classes.  In  this  connection  it  is  important 
to  consider,  not  the  Federal  taxes  alone,  but  also  the  State  and  local 

(taxes  which  on  the  whole  are  less  progressive  than  the  taxes  imposed 
by  the  Federal  Government.  Furthermore,  several  of  the  excise  taxes 
will  in  substantial  part  fall  upon  individuals  not  reached  by  the  income 
tax.  Moreover,  the  proposed  use  tax  on  automobiles  will  result  in 
collecting  at  least  $5  from  many  individuals  who  are  not  subject  to 
the  income  tax.  Statistics  indicate  that  over  50  percent  of  the  passen¬ 
ger  automobiles  are  owned  by  individuals  with  incomes  of  $2,000  or 
less  and  over  18  percent  are  owned  by  individuals  with  incomes  of 
$1 ,000  or  less. 

All  the  income  taxpayers  have  had  their  income  taxes  increased  by 
increases  in  rates.  A  reduction  in  the  exemptions  would  impose  upon 
this  same  group  still  further  income-tax  burdens.  The  additional 
revenue  resulting  from  reduced  exemptions  comes  almost  entirely,  not 
from  new  taxpayers,  but  from  individuals  already  subject  to  the  income 
tax. 

It  should  be  noted  that  while  the  personal  exemptions  are  not  de¬ 
creased  by  this  bill,  a  large  number  of  persons  will  pay  income  taxes 
under  it  who  do  not  pay  under  present  law.  The  amount  of  income 
exempt  from  taxation  would,  in  effect,  be  lowered  under  the  surtax 
rate  schedule  adopted  by  the  committee  since  the  surtax  is  applicable 
|l  to  the  first  dollar  of  income  after  personal  exemption  and  credit  for 
dependents.  The  first  $88  above  exemptions  of  a  single  person 
without  dependents  and  the  first  $222  above  exemptions  of  a  married 
person  without  dependents,  now  free  from  the  normal  tax  on  account 
of  the  earned  income  credit,  become  subject  to  surtax. 

4.  TREATMENT  OF  INCOME  FROM  NON-INTEREST-BEARING  SECURITIES  SOLD  AT  A 

DISCOUNT 

Under  its  program  for  financing  the  national-defense  expenditures, 
the  Treasury  Department  is  offering  several  types  of  securities  which 
are  noninterest  bearing  but  are  issued  at  a  discount.  These  securities 
are  redeemable  at  a  fixed  amount,  increasing  at  stated  intervals.  Tax¬ 
payers  on  the  accrual  basis  report  and  pay  tax  on  this  income  as  it 
accrues.  The  bill  extends  to  taxpayers  on  the  cash  basis  the  privilege 
of  electing  this  same  treatment.  If  they  so  elect,  the  income  will  be 
reported  gradually  as  it  accrues  and  will  not  all  fall  into  the  taxable 
year  in  which  the  security  is  redeemed,  as  would  be  the  case  under 
existing  law. 
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6.  INDIVIDUAL  SURTAX 


While  no  change  is  made  in  the  individual  normal-tax  rate,  the  sur¬ 
tax  rates  are  increased  substantially.  In  addition,  the  surtax  rates 
apply  to  the  entire  surtax  net  income,  the  first  $4,000  of  which  is  free 
from  surtax  under  the  present  law.  In  order  clearly  to  demonstrate 
the  effect  of  this  change,  an  example  showing  the  computation  of  the 
tax  under  the  rates  of  the  bill  is  given.  It  may  also  be  of  value  to 
show  the  determination  of  net  income,  surtax  net  income,  and  normal- 
tax  net  income. 

A  married  man  with  one  dependent,  having  the  indicated  items  of 
income  and  deductions,  would  compute  his  tax  base  and  the  tax  thereon 
as  follows: 


Items  of  gross  income: 

Salary _ i _  $7,  000 

Dividends _  3,  200 

Partially  tax-exempt  interest _  300 

Other  interest  (fully  taxable) _  500 


Gross  income _  $11,  000 

Items  of  deduction^: 

Taxes _ $600 

Interest _ 100 

Losses  (not  capital  losses) _  775 

Contributions _  125 


Total  deductions _ r _  1,  600 


Net  income _ : _ ! _  9,400 

Credits  against  net  income  for  surtax  purposes: 

Personal  exemption _ _ _  $2,  000 

Credit  for  dependent _ _ _  400 

-  2,  400 


Surtax  net  income _  7,  000 

Surtax _ i’ _ _ _ 

Net  income _  $9,  400 

Credits  against  net  income  for  normal  tax  purposes: 

Personal  exemption _ _ $2,  000 

Credit  for  dependent _  400 

Earned  income  credit  (10  percent  of  earned 

income  or  net  income,  whichever  is  less) _  700 

Partially  tax-exempt  interest _ _ _ _  300 

- -  3,  400 


$630 


Normal  tax  net  income _  6,  000 

Normal  tax  (4  percent  of  $6,000) _ _  240 

Total  normal  and  surtax _  870 

10  percent  defense  tax _ _  87 

Total  normal,  surtax  and  defense  tax _  957 


It  will  be  noted  that  the  amount  subject  to  surtax  is  greater  than 
that  subject  to  normal  tax.  This  is  true  since  the  credits  against  net 
income  for  normal-tax  purposes  are  greater  than  those  allowed  for 
surtax  purposes.  The  bill  makes  no  change  in  this  respect,  but  it 
does  apply  the  surtax  to  the  entire  surtax  net  income  while  under 
existing  law  the  first  $4,000  is  not  taxed. 
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The  following  table  shows  a  comparison  of  the  proposed  surtax 
rates  and  cumulative  surtax  with  those  under  existing  law: 


Surtax  net  income  classes 

Surtax  rates 

Cumulative  surtax  on 
higher  amount  shown 
in  bracket 

Present 

law 

Proposed 

law 

Present 

law 

Proposed 

law 

Percent 

Percent 

$0,000  to  $2,000 _  _  _ _ _ 

5 

$100 

feoOO  to  $4,000 _ _ _ _  . 

8 

260 

$4,000  to  $6,000 _ _ _ _ _ 

4 

11 

$80 

480 

$6,000  to  $8,000.. _ _ 

6 

15 

200 

780 

$8,000  to  $10,000 _ 

8 

19 

360 

1,  160 

$10,000  to  $12,000 _ _ 

10 

22 

560 

1,  600 

$12,000  to  $14,000- _ _ _ _ 

12 

25 

800 

2,  100 

$14,000  to  $16,000. _ _ 

15 

28 

1,  100 

2,660 

$16,000  to  $18,000 _ 

18 

31 

1,  460 

3,  280 

$18,000  to  $20,000 _ 

21 

33 

1,880 

3.  940 

$20,000  to  $22,000 _ 

24 

36 

2,  360 

4,  600 

$22,000  to  $26,000 _ _ _ 

27 

39 

3.  440 

6,  220 

$26,000  to  $32,000 _ _ 

30 

42 

6,  240 

8.  740 

$32,000  to  $38,000 _ 

33 

45 

7,  220 

11,440 

$38,000  to  $44,000. _ _ 

36 

48 

9,  380 

14.  320 

$44,000  to  $50,000 _ 

40 

50 

11,  780 

17,320 

$50,000  to  $60,000 _ 

44 

53 

16,  180 

22,  620 

$60,000  to  $70,000 _ 

47 

55 

20,  880 

28,  120 

$70,000  to  $80,000 _ 

50 

67 

25.  880 

33,820 

$80,000  to  $90,000 _ _ _ 

63 

69 

31,  180 

39,  720 

$90,000  to  $100,000 _ 

66 

61 

36,  780 

45.  820 

$100,000  to  $150,000 _ 

68 

62 

65.  780 

76,  820 

$150,000  to  $200,000 _ 

60 

63 

95,  780 

108,  320 

$200,000  to  $250,000 _ _ 

62 

64 

126,  780 

140,  320 

$250,000  to  $300,000- _ _ 

64 

66 

158,  780 

173,  320 

$300,000  to  $400,000 _ 

66 

68 

224,  780 

241,320 

$400,000  to  $500,000 _ 

68 

70 

292,  780 

311,  320 

$500,000  to  $750,000 _ _ _ 

70 

71 

467,  780 

488.  820 

$750,000  to  $1,000,000 _ _ _ 

72 

72 

647,  780 

668,  820 

$1,000,000  to  $2,000,(100 _ _ _ 

73 

73 

1,  377,  780 

1,398,  820 

$2,000,000  to  $5,000,000-.. _ _ _ _ 

74 

74 

3,  597,  780 

3,  618,  820 

Over  $5,000,000 _ 

75 

75 

The  following  tables  compare  the  tax  payable  by  individuals  of 
designated  status  on  specified  net  incomes,  under  existing  law  and 
under  the  bill;  also  the  effective  rates  of  tax,  expressed  as  percentages 
of  tax  to  net  income: 
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Married  persons 

4  dependents 

Proposed  bill 

1 

| 

M 

!  !  !  :  ! 

!  !  !  !  ! 

I  I  i  i  i 
!  !  !  :  ! 

i 

; 

i 

i  i 

!  j 

i  : 

ii 

1 1 

$22.  00 

116.  60 

224. 40 

352.  00 

492.  80 

653.  40 

831.  60 

2, 054. 80 

3,  722.  40 

5,  768.  40 

8, 126. 80 

19,  052.  00 

25.  203.  20 

38,  244.  80 

52, 166.  40 

87,  349.  20 

158,  034.  40 

345,  740. 00 

539,  457.  60 

735, 425.  20 

1,  528,  392. 80 

3,  934,  360.  40 

Present  law 

| 

ii 

ii 
;  | 

MM! 

l  ;  :  :  ! 

!  !  !  :  ! 

Mill 

11111 

ii 

ii 

i  i 
!  i 

|| 

$39.  60 

79.  20 

118.80 

176.  00 

259.  60 

352. 00 

990. 00 

1, 949.  20 

3,  317. 60 

6,016.00 

13,  354.  00 

18,  475.  60 

29,  788.  00 

42,  420.  40 

76,441.20 

145,  913.  20 

329, 118. 80 

520,  554.  00 

716,  489.  20 

1,  509,  456.  80 

3,  915,  424.  40 

2  dependents 

Proposed  bill 

j 

i 

i 

i  i  i  i  i 

MM  M 
Mill 

ill!: 

i  is 
i  i; 

i  i  a 

-Pii..  uu 

101.20 

202.  40 

330.  00 

464.  20 

624.  80 

794.  20 

998.  80 

2,  290. 20 

4,  030.  40 

6, 127. 00 

8,  531.  60 

19,  527.  20 

25,  704.  80 

38,  781.  60 

62,  738.  40 

87,  824.  40 

158,  524.  00 

346,  272. 80 

639,  997.  60 

735,  972.  40 

1,  528,  947.  20 

3,  934,  922.  00 

Present  law 

!!! 

:  :  : 

:  i  : 
i  i  : 

;  :  ; 

ill!! 
i  i  i  i  i 
MM! 

i  :  i  i  i 

ii 

ii 

|  i 

! ! 

:  : 

$35.  20 
74.80 
114.  40 
162.  80 

246.40 

334.40 

440.  00 

1,117.  60 

2, 142.  80 

3,  570.  60 

5,  315.  20 

13,  741.  20 

18,  898.  00 

30.  263.  20 

42,  948.  40 

76,  986.  80 

146,  388.  40 

329,  637.  20 

521,  086.  80 

717,  036.  40 

1,510,  011.20 

3,  915,  9S6.  00 

No  dependents 

Proposed  bill 

:  :  : 
Mi 

!  i  : 

Mi 

j  j  j:  j  j 

j  j  j.  j  j 

i  i  i  ;  : 

i  i 

i  i 

i 

$38.  50 
......  85. 80 

180. 40 
308.  00 
435.  60 
596.  20 
756. 80 
961.  40 

1, 166. 00 

2,  545.  40 

4,  338. 40 

6,  505. 40 

8,  936.  40 
20, 002. 40 
26,  206. 40 
39,  318.  40 

53.  310.  40 

88,  299.  60 

159, 013.  60 

346,  805.  60 

640,  537.  60 

736,  519.  60 

1,  529,  501.  60 

3,  935,  483.  60 

Present  law 

in 

in 

I  i  i  I  i  :  ! 

!  i  M  M ! 

i  !  !  i  :  i  i  : 

iijiMM 

$11.00 
30.80 
70.  40 
110.  00 
149.  60 
233.  20 
316.  80 
422.  40 
528.  00 

1,  258.  40 

2,  336.  40 

3,  843. 40 

5,  614.  40 

14, 128.  40 
19,  320.  40 
30,  738.  40 
43,  476.  40 
77,  532.  40 
146, 863.  60 
330, 155.  60 
521,  619.  60 
717,  583.  60 

1,  510,  565.  60 
3, 916,  547.  60 

Single  person 

Proposed  bill 

$5. 94 
15.  40 
24.  86 
34.  32 
43.78 
53.24 
62.70 
72. 16 
81.  62 
91.08 
100.  54 
110.  00 
157.  30 
211.  20 
338.  80 
473. 00 
633.  60 
803.  00 

1,  007.  60 

1,  221.  00 

1,  469.  60 

2,  934.  80 
4,  826.  80 

7,  073.  00 
9,  543.  60 

20,  715.  20 
28,  958.  80 
40, 123.  60 
54, 168.  40 
89,  012.  40 
159,  748.  00 
347,  604. 80 
541,  347.  60 
737,  340.  40 
1,  530,  333.  20 
3, 936, 326. 00 

Present  law 

$0.  44 

4.  40 

8.  36 
12.  32 
16.28 
20.24 
24.  20 
28.16 
32.  12 
36.  08 
'  40. 04 

44.  00 
63.80 
83.60 
123.  20 
171.60 
255.  20 
343.  20 
448.  80 
558.  80 
686. 40 

1,  476.  20 

2,  666.  40 
4,  252.  60 
6,  063.  20 

14,  709.  20 
19,  954.  00 
31,451.20 
44,  268.  40 
78,  350.  80 
147,  576.  40 
330,  933.  20 
522,  418.  80 
718,  404.  40 
1,  511,397.  20 
3,  917,  390.  00 

Net  income 

| 

i 

! 

gl 

i  i 
:  : 

j  | 

i 

j 

j 

i 

1 

i 

Sc 

:  i  ;  i  i 

MM! 

! !  M ! 

!!!!! 

:  :  :  :  : 
i  i  i  i  i 
:  ;  :  :  : 
i  i  i  i  i 

i  i  :  :  i 

Hill 
i ! ! ! 

imm 

$1,800 - 

$1,900 - 

.  000*000*6$ 

. 000‘000‘l$ 

. . . . 

ooo'oszi 

000*091$ 

.  . . .  000*001$ 

. 000*09$ 

000*09$ 

000*06$ 

000*91$ 

000,s$ 

000^s 

_ i:;;:ooo;s$ 
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Comparison  of  effective  rates  of  individual  income  tax  on  specified  net  incomes  ( all 
income  earned)  under  existing  law,  and  proposed  revenue  bill  of  1941 


Net  income 

Single  person 

Married  persons 

No  dependents 

2  dependents 

4  dependents 

Present 

law 

Proposed 

bill 

Present 

law 

Proposed 

bill 

Present 

law 

Proposed 

bill 

Present 

law 

Proposed 

bill 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

$800... . 

0.000 

0.  000 

0.000 

0.  000 

0.000 

0.  000 

0.  000 

0. 000 

$900-. . - 

.048 

.660 

.000 

.000 

.000 

.000 

.000 

.000 

$1,000-.. . . 

.440 

1.  540 

.000 

.000 

.  000 

.000 

.  000 

.  000 

$1,100— . . 

.760 

2.  260 

.000 

.  000 

.  000 

.000 

.000 

.  000 

$1,200— . . 

1.026 

2.  860 

.000 

.  000 

.  000 

.000 

.  ooo 

.000 

$1,300 _ _ 

1.252 

3.  367 

.  000 

.000 

.000 

.000 

.  ooo 

.000 

$1,400 _ 

1.  445 

3.  802 

.000 

.  000 

.  ooo 

.000 

.  ooo 

.ooo 

$1,500 _ 

1.  613 

4.  180 

.000 

.000 

.000 

.  ooo 

.000 

.000 

$1,600 _ 

1.  760 

4.  510 

.000 

.000 

.  ooo 

.0)0 

.000 

.000 

$1,700 _ _ 

1.  889 

4.  801 

.000 

.000 

.000 

.  ooo 

.  ooo 

.000 

$1,800 _ 

2.  004 

5.  060 

.000 

.  ooo 

.  ooo 

.  ooo 

.01X1 

.  000 

$1,900. . . . . 

2.  107 

5.  291 

.000 

.000 

.  ooo 

.  ooo 

.000 

.000 

$2,000 _ 

2.200 

6.  500 

.000 

.  000 

.  ooo 

.  ooo 

.000 

.000 

$2,500 _ 

2.  552 

6.  292 

.  440 

1.  540 

.000 

.  ooo 

.  ooo 

.  ooo 

$3,000 _ 

2.  786 

7.  040 

1.026 

2.  860 

.  ooo 

.306 

.000 

.000 

$4,000 _ 

3.  080 

8.  470 

1.  760 

4.  510 

.880 

2.  530 

.  ooo 

.550 

$5,000.... . 

3.  432 

9.  460 

2.  200 

6.  160 

I  496 

4.  048 

.792 

2.915 

$0.000 _ _ _ 

4  253 

10.  560 

2.  493 

7.  260 

1.  906 

5.  500 

1.  320 

3.  740 

$7,000— . . 

4.  902 

11.  471 

3.  331 

8.  517 

2.  325 

6.  631 

1.  697 

5.  025 

$8,000 . . 

6.  610 

12.  595 

3.  960 

9.  460 

3.  080 

7.810 

2.  200 

6.  160 

$9,000 _ 

6.  208 

13.  566 

4.  693 

10.  682 

3.715 

8.  824 

2.884 

7.  260 

$10,000 _ 

6.  864 

14.  696 

5.  280 

11.660 

4.  400 

9.  988 

3.  520 

8.  316 

$15,000.- . . . . 

9.  841 

19.  565 

8.  389 

16.  969 

7.  450 

15.  268 

6.  600 

13. 698 

$20,000 _ _ _ 

13.  332 

24.  134 

11.682 

21.692 

10.714 

20.  152 

9.  746 

18.  612 

$25,000 . . . 

17.010 

28.  292 

15.  373 

26.  021 

14.  282 

24.  508 

13.  270 

23.  073 

$30,000 _ _ 

20.  210 

31.812 

18.  714 

29.  788 

17.  717 

28.  438 

16.  720 

27.  089 

$50,000 _ 

29.  418 

41.430 

28.  256 

40.  004 

27.  482 

39.  054 

26.  708 

38.  104 

$60,000 _ 

33.  266 

44  931 

32.  200 

43  677 

31.496 

42.  841 

30.  792 

42.  005 

$80,000 _ _ _ 

39.  314 

50.  154 

38.  423 

49.  148 

37.  829 

48.  477 

37.  235 

47.  806 

$100,000.  — . . 

41.  268 

54  168 

43.  476 

53.  310 

42.  948 

52.  7.38 

42.  420 

52.  166 

$150,000— . . 

52.  233 

59.  341 

51.688 

58.  866 

51.  324 

58.  549 

50.  960 

58.  232 

$250,000— . 

59.  030 

63.  899 

58.  745 

63.  605 

58.  555 

63.  409 

58.  365 

63.  213 

$500,000.  — . . 

66.  186 

69.  520 

6(3.  031 

69.  361 

65.  927 

69.  254 

65.  823 

69.  148 

$750,000 _ 

69.  665 

72.  179 

69.  549 

72.071 

69.  478 

71 . 999 

69.  407 

71.927 

$1,000,000 _ 

71.  840 

73.  734 

71.  758 

73.  651 

71.  703 

73.  597 

71.648 

73.  542 

$2,000,000-- . 

75.  569 

76.  516 

75.  528 

76  475 

75.  500 

76.  447 

75.  472 

76.  419 

$5,000,000-. . 

78.  347 

78.  726 

78.  330 

78.  709 

78.  319 

78.  698 

78.  308 

76,  687 

6.  TAX  ON  NONRESIDENT  ALIEN  INDIVIDUALS 

The  tax  on  nonresident  alien  individuals  not  engaged  in  trade  or 
business  within  the  United  States  and  not  having  an  office  or  place  of 
business  therein  is  increased  from  16%  percent  (15  percent  plus  1  % 
percent  defense  tax)  to  27%  percent  (25  percent  plus  2%  percent 
defense  tax).  The  provisions  for  withholding  of  tax  at  the  source 
are  amended  correspondingly  to  increase  the  withholding  rate  from 
16%  to  27%  percent.  These  increased  rates  are  in  proportion  to  the  in¬ 
creased  rates  on  American  citizens  and  residents. 

The  rates  generally  applicable  to  nonresident  aliens  do  not  apply 
where  they  would  infringe  a  treaty  obligation.  Under  existing  law 
these  rates  may  be  reduced  to  not  less  than  5  percent  as  applied  to 
residents  of  a  contiguous  country  if  so  provided  by  treaty.  The  bill 
authorizes  a  similar  reduction  in  the  case  of  residents  of  any  country 
in  North,  Central,  or  South  America,  the  West  Indies,  or  Newfound¬ 
land.  The  extension  of  this  favorable  treatment  is  a  part  of  the 
program  toward  improving  relations  with  our  sister  nations  in  the 
Western  Hemisphere. 
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7.  JOINT  RETURN  OF  HUSBAND  AND  WIFE  LIVING  TOGETHER 

The  Provision 

Tlie  bill  as  reported  by  your  committee  requires  husband  and  wife 
living  together  at  any  time  during  their  joint  taxable  year  to  report 
their  income  in  a  single  joint  return  and  compute  the  tax  on  their 
aggregate  income.  A  husband  and  wife  are  considered  living  together 
in  any  case  where  they  have  not  separated  with  intent  to  abandon 
permanently  the  marital  relationship,  whether  or  not  the  husband 
makes  his  home  at  one  place  and  the  wife  at  another  place.  If  one 
of  the  spouses  has  no  income,  deduction,  or  credit  appearing  on  the 
return,  such  spouse  is  not  required  to  sign  or  swear  to  such  return. 
In  the  case  of  husband  and  wife  making  a  joint  return,  the  net  income 
of  each  up  to  and  including  $3,000  shall  in  every  case  be  considered 
earned  income  and  in  the  case  of  each  the  compensation  for  services 
actually  rendered  may  be  considered  earned  income  to  the  extent  of 
$14„000.  The  earned  net  income  of  each  is  to  be  added  together  and 
10  percent  of  such  earned  net  income  but  not  in  excess  of  10  percent 
of  the  aggregate  net  income  is  allowable  as  a  credit  for  the  purposes 
of  the  normal  tax.  Either  spouse  may  elect  to  have  the  liability  for 
the  tax  apportioned  between  them  in  a  ratio  which  a  tax  computed 
upon  their  separate  income  bears  to  the  sum  of  such  taxes  computed 
upon  their  separate  incomes. 

In  computing  the  separate  tax  for  the  purpose  of  the  allocation, 
each  spouse  is  deemed  to  have  a  personal  exemption  of  $1,000  and 
the  credit  for  dependents  is  to  be  computed  as  if  husband  and  wife 
were  single  persons.  The  following  example  will  show  how  the  section 
operates: 


Husband’s  gross  income _  $11,  000.  00 

Wife’s  gross  income _  114,  000.  00 


Total  gross  income _  125,  000.  00 

Total  deductions _  15,  000.  00 


Combined  net  income _  110,000.00 

Credits: 

Earned  income-.. _ $2,  400.  00 

Personal  exemption _ ' _  2,  000.  00 


Total  credits _  4,  400.  00 


Net  income  in  excess  of  credits  for  normal  tax  purpose _  105,  600.  00 


Normal  tax  at  4  percent _  4,  224.  00 

Surtax  on  $108,000 _  50,  780.  00 


Total  normal  and  surtax _  55,  004.  00 

Plus  defense  tax,  10  percent  of  ($54,996)  difference  between 

net  income  and  total  normal  and  surtax,  or _  5,  499.  60 


Total  tax  under  committee  bill _  60,  503.  60 

Allocation  of  tax  liability: 

Husband’s  tax  computed  separatelyi 

Gross  income _  11,  000.  00 

Deductions _  1,  000.  00 


Net  income _ _ _  10,  000.  00 
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Allocation  of  tax  liability — Continued. 

Husband’s  tax  computed  separately — Continued. 

Credits: 

Earned  income _ $1,  000.  00 

Personal  exemption _  1,  000.  00 


Total  credits _  $2,  000.  00 


Net  income  in  excess  of  credits  for  normal  tax  pur¬ 
pose _  8,  000.  00 


Normal  tax  at  4  percent _  320.  00 

Surtax  on  $9,000 _  970.  00 


Total  normal  and  surtax _  1,  290.  00 

Plus  10-perccnt  defense  tax _  129.  00 


Total  tax,  husband  computed  separately _  1,  419.  00 

Wife’s  tax  computed  separately: 

Gross  income _  114,  000.  00 

Deductions _  14,  000.  00 


Net  income _  100,  000.  00 

Credits: 

Earned  income _ $1,  400.  00 

Personal  exemption _  1,  000.  00 


Total  credits _  2,  400.  00 


Net  income  in  excess  of  credits  for  normal  tax  purpose.  97,  600.  00 

Normal  tax  at  4  percent _  3,  904.  00 

Surtax  on  $99,000 _  45,  210.  00 


Total  normal  and  surtax _  49,  114.  00 

Plus  10  percent  defense  tax _  4,  911.  40 


Total  tax,  wife  computed  separately _  54,  025.  40 


Combined  tax  of  husband  and  wife  computed  separately _  65,  444.  40 

Percent  of  combined  tax  (separate  returns): 

Husband,  2.559  percent. 

Wife,  97.441  percent. 

Husband’s  and  wife’s  tax  liability  under  joint  return: 


Husband,  2.559  percent  of  $60,403.60 _  1,  548.  29 

Wife,  97.441  percent  of  $60,403.60 _ 58,  955.  31 

Total  tax  under  joint  return _  60,  503.  60 


The  joint  taxable  year  does  not  include  the  taxable  year  in  which 
the  marriage  took  place.  For  example,  if  the  spouses  filed  income 
tax  returns  on  a  calendar-year  basis  and  married  in  1941,  a  joint 
return  would  not  be  required  until  the  calendar  year  1942.  The  joint 
taxable  year  is  automatically  terminated  upon  divorce  or  legal  sepa¬ 
ration.  In  the  case  of  death,  the  surviving  spouse  and  the  decedent’s 
personal  representative  are  required  to  file  a  joint  return  for  the  full 
taxable  jTear  in  which  the  death  occurred. 

Inequities  of  the  present  law 

( 1 )  Entire  income  earned  by  one  spouse. — Under  the  present  law,  if 
the  entire  income  is  earned  by  the  husband,  the  family  is  required  to 
pay  a  greater  tax  than  if  the  wife  had  contributed  to  the  family  in¬ 
come.  For  example,  if  the  husband  and  wife  had  an  income  of  $10,000 
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per  year  but  it  was  all  earned  by  the  husband,  the  tax  under  the  pres¬ 
ent  law  with  the  proposed  rates  in  the  bill  will  amount  to  $1,166.  On 
the  other  hand,  if  $5,000  of  the  income  was  contributed  by  the  wife, 
the  total  tax  to  be  paid  by  the  family  under  the  present  law  with  the 
proposed  rates  will  be  $880,  or  $440  by  each  spouse.  These  two  fam¬ 
ilies  have  exactly  the  same  income,  yet  one  will  pay  $286  more  than 
the  other.  Since  in  most  cases,  the  family  income  is  contributed  by 
the  husband,  the  present  law  operates  unjustly  against  the  great  ma¬ 
jority  of  families  in  the  country.  The  man  whose  wife  has  a  separate 
income  is  in  a  better  position  than  the  man  whose  wife  has  no  separate 
income.  In  the  former  case,  he  does  not  have  to  set  aside  as  much  of 
his  earnings  to  provide  for  his  wife  as  in  the  latter  case,  yet  the  existing 
law  actually  favors  the  more  fortunate  family. 

(2)  Families  living  in  different  sections  oj  the  country. — The  present 
law  permits  a  family  living  in  one  section  of  the  country  to  pay  a 
lesser  tax  than  a  family  living  in  another  section  of  the  country. 
For  example,  if  the  husband  is  a  resident  of  California  and  earns  a 
salary  of  $10,000  a  year,  this  salary  is  divided  equally  between  hus¬ 
band  and  wife  for  income-tax  purposes.  On  the  other  hand,  if  the 
husband  was  living  in  New  York  or  some  other  non-community- 
property  State,  be  is  required  to  report  bis  entire  salary  as  his  own  for 
Federal-income  tax  purposes.  The  husband  in  the  non-community- 
property  State  has  no  means  of  mitigating  this  burden,  for  the  reason 
that  the  Supreme  Court  has  held  ( Lucas  v.  Earl,  281  U.  S.  Ill) 
that  an  assignment  of  income  for  personal  services  is  not  recognized 
for  Federal  income-tax  purposes.  In  commenting  upon  this  inequity, 
Mark  Graves,  Commissioner  of  Taxation  and  Finance,  State  of  New 
York,  stated  in  a  letter  to  Congressman  Reed,  of  New  York,  inserted 
in  the  joint  hearings  on  tax  evasion  and  avoidance,  1937,  page  37: 

A  family  living  in  a  non-community-property  State,  having  an  income  of  a 
certain  size,  should,  in  all  fairness,  contribute  as  much  to  the  support  of  the 
Federal  Government  as  does  a  like  family  with  the  same  income  in  any  other 
State. 

(3)  Family  receiving  entire  income  from  earnings. — The  present  law 
also  discriminates  against  a  family  living  in  a  non-community-property 
State  receiving  all  or  the  greater  part  of  the  income  from  earnings  as 
contrasted  with  a  family  receiving  all  or  the  greater  part  of  the  income 
from  investments.  Husbands  and  wives  frequently  transfer  property 
between  each  other,  thus  splitting  up  their  income  for  tax  purposes. 
As  previously  pointed  out,  an  assignment  of  earned  income  is  not 
recognized  for  Federal  income-tax  purposes. 

(4)  Option  to  file  separate  returns. — The  present  law  by  permitting 
husbands  and  wives  to  file  separate  returns  or  joint  returns  at  their 
own  option  always  operates  to  the  disadvantage  of  the  Government 
and  in  favor  of  the  taxpayers.  If  each  has  income  of  any  considerable 
size,  each  will  ordinarily  make  a  separate  return,  in  order  to  reduce 
his  income  tax.  If  the  husband  and  wife  can  so  arrange  their  affairs 
that  the  wife  is  in  receipt  of  a  portion  of  the  income,  income  taxes  can 
by  considerably  reduced,  especially  in  the  case  of  the  larger  taxpayers. 
The  lawbooks  are  filled  with  cases  where  the  husband  and  wife  have 
split  up  their  incomes  for  the  purpose  of  avoiding  the  progressive 
income-tax  schedule. 
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(5)  Family  partnerships,  gifts  and  trusts. — Certain  husbands  and 
wives  not  only  split  their  income  through  the  creation  of  trusts,  or 
gifts,  but  also  through  the  use  of  family  partnerships.  There  have 
been  cases  in  which  such  partnerships  have  been  recognized,  even 
though  the  wife  did  not  contribute  either  capital  or  services  to  the 
partnership.  The  purpose  of  many  of  these  partnerships  is  to  split 
the  family  income  into  two  parts.  The  large  amount  of  gifts  made, 
even  after  the  gift  tax  went  into  effect  in  1932,  also  indicates  the 
effort  on  the  part  of  many  wealthy  spouses  to  reduce  their  income 
taxes  through  family  transfers.  The  following,  taken  from  the  statis¬ 
tics  of  income  for  1938  and  1939,  shows  the  large  number  of  gifts 
transferred  after  the  gift  tax  enacted  in  1932  went  into  effect: 


Year:  Total  gifts 

1932  _  $81,  389,  000 

1933  _  241,008,000 

1934  _  888,753,000 

1935  _  2,  130,  514,  000 

1936  _  482,  783,  000 

1937  _  568,  109,  000 

1938  _  399,773,000 


4,  792,  329,  000 

It  will  be  noted  that  during  this  7-year  period,  the  total  gifts  made 
amounted  to  $4,792,329,000.  While  there  is  no  break-down  of  the 
number  of  these  gifts,  it  seems  clear  that  a  large  part  of  them  were 
family  transfers.  There  were  undoubtedly  also  a  great  many  gifts 
made  during  the  period  from  the  enactment  of  the  first  income  tax 
in  1913  to  June  2,  1932,  the  date  of  the  present  gift  tax  act.  During 
this  period,  the  only  gift  tax  in  effect  was  one  with  very  slight  rates 
applicable  to  the  year  1924. 

Advantages  of  the  committee  proposal 

It  is  the  opinion  of  your  committee  that  division  of  income  be¬ 
tween  husband  and  wife  as  a  tax-saving  device  has  no  equitable  basis. 
It  results  in  an  unequal  distribution  of  the  tax  burden  as  between 
families  similarly  situated.  The  joint  return  proposal  will  overcome 
the  inequities  referred  to  and  will  result  in  a  more  equitable  distribu¬ 
tion  of  the  tax  burden.  It  appears  proper  to  treat  husbands  and 
wives  as  taxable  units  for  purposes  of  the  Federal  income  tax.  The 
proposal  has  the  following  virtues: 

(1)  It  prevents  the  income-tax  law  from  operating  unfairly  with 
respect  to  a  family  where  all  the  income  is  received  by  one  spouse  as 
compared  with  a  family  where  the  income  is  received  by  both. 

(2)  It  removes  the  discrimination  under  the  present  law  against 
earned  income  in  favor  of  investment  income. 

(3)  It  treats  a  family  living  in  one  part  of  the  United  States  in 
the  same  manner  as  a  family  living  in  another  part  of  the  United 
States,  thus  removing  the  discrimination  at  present  existing  in  favor 
of  those  residing  in  community-property  States. 

(4)  It  does  not  invade  the  rights  of  a  married  woman.  It  treats 
her  exactly  in  the  same  manner  as  her  husband  for  Federal  tax  pur¬ 
poses.  It  merely  regards  the  marital  community  as  the  taxable  unit 
instead  of  the  individuals  who  make  it  up. 


14 


REVENUE  BILL  OF  1941 


(5)  The  inherent  property  rights  of  the  separate  members  of  the 
taxable  unit  are  in  no  way  invaded.  The  proposal  merely  deter¬ 
mines  the  amount  of  tax  to  be  paid  by  the  unit  and  permits  the  tax 
so  determined  to  be  apportioned  cn  an  equitable  basis. 

(6)  It  prevents  the  income  tax  from  being  avoided  through  inter¬ 
spouse  transfers  or  partnerships.  Property  acquired  by  one  spouse 
may  be  transferred  to  the  other  spouse  mainly  for  the  purpose  of 
reducing  the  tax  liability  of  the  one  who  would  otherwise  have  the 
greater  income. 

(7)  It  is  not  believed  that  the  joint  return  will  result  in  any  increase 
in  the  divorce  rate  in  the  United  States  or  adversely  affect  the  morals 
of  American  families.  A  compulsory  joint  return  in  Great  Britain 
has  been  required  since  1914,  and  their  divorce  rate  is  not  as  high  as 
in  the  United  States. 

The  rate  of  divorces  by  each  1,000  of  population  in  1935  was, 
in  the  United  States,  1.71  percent  as  against  0.10  percent  in  England 
and  Wales.  The  number  of  divorces  for  each  thousand  marriages 
was,  in  1935,  in  the  United  States,  164  divorces  for  each  1,000  mar¬ 
riages,  in  England  and  Wales,  12  divorces  for  each  1,000  marriages. 

(8)  The  mandatory  joint  return  will  not  result  in  an  increase 
in  the  tax  of  any  family  whose  net  income  does  not  exceed  $4,000. 
Where  the  family  has  one  dependent,  the  net  income  would  have  to 
exceed  $4,400  before  the  joint  return  will  result  in  an  increase  in  tax. 
For  every  additional  dependent,  the  net  income  would  have  to  be 
increased  by  $400,  before  the  joint  return  would  result  in  any  increase 
in  tax. 

(9)  The  proposal  levies  the  tax  according  to  ability  to  pay.  The 
taxable  capacity  is  made  to  depend  upon  the  income  that  accrued  to 
the  marital  community  and  not  upon  the  way  that  income  happens 
fortuitously  to  be  owned  by  members  of  the  union.  In  the  majority 
of  cases  where  the  wife  has  separate  income,  she  contributes  to  the 
common  purse,  either  by  actual  merger  of  her  income  with  her  hus¬ 
band’s  or  by  bearing  expenses  which  in  less  fortunate  households 
fall  upon  the  husband. 

(See  the  appendix  of  the  report  for  a  discussion  of  Prior  Advocacy 
of  Joint  Returns  and  Report  of  the  Royal  Commission  on  the  Income 
Tax,  1920.) 

The  following  tables  will  show  the  relative  tax  burdens  under  the 
proposal: 


Table  1. — Comparison  of  tax  on  married  person  under  Joint  Return,  icith  tax  computed  under  separate  returns,  on  specified  net  incomes  ( all  in¬ 
come  earned) 
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This  table  compares  the  tax  under  the  rates  in  the  bill  on  the  income 
of  a  family  filing  a  joint  return,  all  of  the  income  of  which  is  earned 
by  the  husband,  with  the  tax  under  the  rates  in  the  bill  on  the  income 
of  a  family  filing  separate  returns,  where  some  of  the  income  is  con¬ 
tributed  by  the  wife. 

The  following  table  shows  the  number  of  married  couples  (husbands 
and  wives  living  together)  filing  income  tax  returns  for  1938,  the  num¬ 
ber  filing  joint  returns,  the  number  filing  separate  returns,  and  the 
percentage  of  those  filing  separate  returns  to  the  total.  It  should  be 
pointed  out  that  this  action  was  voluntary;  married  people  being 
permitted  to  file  either  joint  or  separate  returns,  as  they  chose. 


Table  II 


State 

Number  of  married  couples 

Percent¬ 
age  of 
separate 
returns 
to  total 

Filing  joint 
returns 

Filing  sep¬ 
arate  re¬ 
turns  1 

Total  filing 
returns 

Alabama.  - . . .  -..  .-  .  ___ _ 

21,073 

768 

21,841 

3.  52 

Arizona  . . _  ..  -  . _  -- 

9. 849 

1,  261 

11, 110 

11.35 

Arkansas  _ _ _ _ _ 

12. 368 

383 

12,  751 

3.00 

California .  -  —  - 

213, 009 

28,  580 

241.  589 

11.83 

Colorado .  -  - _  _  - 

21,059 

939 

21 , 998 

4.27 

Connecticut  _  _ 

48,  673 

3,  532 

52,  205 

6.  77 

Delaware _ _  _ _ _ 

7,482 

684 

8, 166 

8.  38 

District  of  Columbia  . _ .  - 

41,  170 

2,  502 

43,  672 

5.  73 

Florida .  .  _  ------  __ 

30,  835 

2,  133 

32.  968 

6.47 

31,947 

1,  374 

33,  321 

4. 12 

Hawaii _  _ _ _ _ 

8,  783 

508 

9,291 

5.  47 

Idaho . .  . 

5,  887 

856 

6,  743 

12.  69 

Illinois.  _ _ _ _ . 

228,  240 

10,  273 

238,  513 

4.  31 

Indiana . .  .  _ _ _ _ _ - 

59.  335 

1,982 

61,  317 

3.  23 

Iowa . - . .  _  _  ,  _ 

39,  750 

1,  223 

40,  973 

2.98 

Kansas  ..  —  ...  ...  .  _  .. 

29,  450 

1,003 

30,  453 

3.  29 

Kentucky  _ _  _  _ 

24,  529 

1,  347 

25,  876 

5.  21 

Louisiana _ _ _ _ 

25,  054 

5, 199 

30,  253 

17. 19 

Maine _ _  _ _ _  . 

12,  051 

665 

12,  716 

5.  23 

Maryland  .  . .  ...  .  _ ... _ 

64,  307 

3. 175 

67,  482 

4.  70 

Massachusetts  _ _ _ _ 

115,  938 

8,  596 

124,  534 

6.  90 

Michigan _ _ _  _ 

132.  080 

4.  621 

136,  701 

3.  38 

Minnesota _ _ _ 

50,  283 

2,  033 

52,  316 

3.89 

Mississippi _ 

11,  494 

462 

11,  956 

3.  86 

Missouri  „  _ 

69,  004 

3,  033 

72,  037 

4.  21 

Montana _ 

13,  035 

275 

13,310 

2.  07 

Nebraska _ _  _ 

21,  527 

665 

22, 192 

3.00 

Nevada..  ..  .  . . . 

3,  878 

459 

4,  337 

10.58 

New  Hampshire _ _  _ _ _  . 

8,  982 

546 

9,  528 

5.  73 

New  Jersey _  _ 

139,  331 

6,  740 

146,  071 

4.  61 

New  Mexico _ _  _ 

6,  823 

950 

7,773 

12.22 

New  York  . . . 

485,  084 

26,  977 

512,  061 

5.27 

North  Carolina _ 

26,  727 

1,496 

28,  223 

5.  30 

North  Dakota _ _ _  . 

6,  573 

156 

6,  729 

2.32 

Ohio.  . . 

160,061 

6,  282 

166,  343 

3.  78 

Oklahoma . . . 

32,  542 

1,  680 

34,  222 

4.  91 

Oregon  . 

24,  931 

804 

25,  735 

3. 12 

Pennsylvania _ _ _ 

261,  722 

9,  518 

271,  240 

3.  51 

Rhode  Island _ _ _ 

16,  418 

872 

17,  290 

5.  04 

South  Carolina _  . 

12,  890 

539 

13,  429 

4.01 

South  Dakota _ _ 

6,402 

149 

6,  551 

2.27 

Tennessee _ 

29,  758 

1,097 

30,  855 

3.56 

Texas _ _ _ _ 

99,248 

17,  267 

116,  515 

14.82 

Utah _ _ _  . 

10,  702 

361 

11,063 

3.26 

Vermont _  _ 

5,  643 

231 

5,  874 

3.  93 

Virginia.  _ 

36,  731 

1,377 

38,  108 

3.61 

Washington1 2  _  _ 

43,  425 

5,942 

49,  367 

12.04 

West  Virginia  _ _ 

25,  657 

880 

26,  537 

3.  32 

Wisconsin _ 

68, 191 

3,025 

71,  216 

4.25 

Wyoming..  _ 

6,  095 

178 

6,273 

2.  84 

Total . . . . 

2,  866,  026 

175, 598 

3,  041,  624 

5.77 

1  Estimated  on  basis  of  number  of  separate  returns  filed  by  husbands  and  wives  living  together,  as  shown  by 
Statistics  of  Income,  1938. 

2  Includes  Alaska. 
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Thus,  of  3,041,624  married  couples  filing  income-tax  returns, 
2,866,026,  or  more  than  94  percent,  chose  voluntarily  to  file  joint 
returns,  and  only  175,598,  or  5.77  percent,  elected  to  file  separate 
returns. 

The  following  table  demonstrates  the  tax  burden  the  94  percent 
would  be  obliged  to  assume  in  order  to  make  up  the  revenue  lost  by 
allowing  the  other  6  percent  to  file  separate  returns: 


Table  III. — Married  man — no  dependents 


Net  income 

Tax  under 
plan  A 

(A) 

Tax  under  the 
rates  (withou 
of  the  manda 
provision)  if 

Income  is  all 
the  husband’s 

(B) 

ommittee  surtax 
t  the  application 
tory  Joint  return 
he— 

Income  is  di¬ 
vided  50-50  be¬ 
tween  husband 
and  wife 

(O) 

$2,500. . . . . 

$71.50 

$38.  50 

$38.50 

$3,000 . . 

151.80 

85.  80 

85.  80 

$4,000 . . - . 

312.  40 

180.  40 

180.40 

$5,000 . . . 

506.  00 

308.  00 

276.00 

$6,000 . 

699.  60 

435.  60 

369.  60 

$7,000 . 

915.  20 

596.  20 

497.20 

$8,000 . . . . 

1, 130.  80 

756.  80 

624.  80 

$9,000. . . . . . . 

1,  379.  40 

961.  40 

752.  40 

$10,000 . 

1,  628.  00 

1, 166.  00 

880.00 

$15,000. . . 

3,  073.  40 

2,  545.  40 

1,  727.  00 

$20,000 . . 

4,  800.  40 

4,  338.  40 

2,  838.  00 

$25,000 . . 

6,  824.  40 

6,  505.  40 

4, 180.  00 

$30,000 . . 

9,  090.  40 

8,  936.  40 

6,  728.  80 

$50,000 . . 

19,  540.  40 

20,  002.  40 

13, 956. 80 

$60,000 . . 

25,  524.  40 

26,  206.  40 

18, 884.  80 

$80,000 . . . . . . 

38,  482.  40 

39,  318.  40 

29,  632.  80 

$100,000 . . 

62,  474.  40 

63,  310.  40 

41,  192.80 

$150,000 . . . 

87,  615.  60 

88.  299.  60 

73,  268. 80 

$250,000 . . . . 

158,  329.  60 

159, 013. 60 

143,  087.  20 

$500,000 . . 

346, 121.  60 

346, 805.  60 

319,  251.  20 

$750,000 . . 

542, 085.  60 

540,  537.  60 

504,  379.  20 

$1,000,000 . . . . 

738,  085. 60 

736,  519.  60 

694,  943.  20 

$2,000,000. . . . . . 

1, 531, 067.  60 

1,  629, 501. 60 

1,  474,  407.  20 

$5,000,000 . 

3,  937,  049.  60 

3,  935,  483.  60 

3, 862,  371.  20 

In  column  (c),  Mr.  and  Mrs.  Jones  each  receive  one-half  of  the  income  shown. 
In  column  (b)  Mr.  Smith  receives  the  entire  income,  Mrs.  Smith  having  no  income 
of  her  own.  It  would  be  necessary  to  increase  the  tax  on  Mr.  Smith  from  the 
amount  of  tax  shown  in  column  (b)  to  the  amount  shown  in  column  (a)  to 
secure  the  same  revenue  that  would  be  produced  by  treating  Mr.  and  Mrs.  Jones 
like  Mr.  and  Mrs.  Smith. 

Constitutionality  oj  proposal. 

It  seems  clear  that  Congress  has  the  constitutional  power  to  enact 
this  proposed  amendment.  Generically  an  income  tax  is  classed  as 
an  excise  ( Brushaber  v.  Union  Pac.  R.  R.,  240  U.  S.  1).  The  only 
express  constitutional  limitation  upon  such  taxes  is  that  they  be 
geographically  uniform.  The  only  other  possible  limitations  upon 
this  kind  of  exercise  of  the  taxing  power  are  those  imposed  by  the 
broad  outlines  of  the  due  process  clause  of  the  fifth  amendment. 
Obviously  the  proposed  amendment  does  not  run  counter  to  the 
constitutional  mandate  of  uniformity.  With  respect  to  the  possible 
application  of  the  due  process  clause,  the  problem  revolves  essentially 
around  the  power  of  Congress  to  classify  income  for  purposes  of 
taxation.  May  Congress  place  married  persons  who  live  together  in  a 
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separate  class  and,  by  reason  of  the  fact  that  each  one  of  those  persons 
has  a  separate  income,  require  each  of  them  to  pay  a  higher  tax  upon 
his  or  her  income  than  he  or  she  would  have  been  required  to  pay  had 
they  lived  separately? 

The  Supreme  Court  has  indicated  the  scope  of  the  power  of  Congress 
in  this  regard  in  the  following  language: 

In  levying  excise  taxes  the  most  ample  authority  has  been  recognized  from  the 
beginning  to  select  some  and  omit  other  possible  subjects  of  taxation,  to  select  one 
calling  and  omit  another,  to  tax  one  class  of  property  and  to  forbear  to  tax  another 
( Flint  v.  Stone  Tracy  Co.,  220  U.  S.  107,  158). 

Applying  this  principle  specifically  to  income  taxes,  it  has  always 
been  recognized  that  Congress  has  plenary  authority  to  classify 
income  for  purposes  of  taxation,  and  in  fact  Congress  has  frequently 
exercised  this  authority.  For  example,  in  Flint  v.  Stone  Tracy  Co., 
supra,  the  Court  sustained  the  power  of  Congress  to  levy  a  tax  on 
income  derived  from  doing  business  in  corporate  form  although 
persons  who  derived  income  from  exactly  the  same  kind  of  business 
were  not  subject  to  tax  if  they  did  not  carry  on  that  business  in  the 
corporate  form.  Under  the  Revenue  Act  of  1913,  a  single  person  was 
allowed  an  exemption  of  $3,000  but  married  persons  living  together 
were  entitled  to  an  exemption  of  only  $4,000.  If  the  husband  and 
wife  were  separated  and  living  apart  from  each  other,  each  was 
entitled  to  an  exemption  of  $3,000.  It  will  be  noted  that  under  this 
provision,  a  husband  and  wife  living  together  were  entitled  to  an 
aggregate  exemption  of  only  $4,000,  regardless  of  whether  they  filed 
joint  or  separate  returns.  On  the  other  hand,  a  husband  and  wife 
not  living  together  were  entitled  to  the  exemption  allowed  two  single 
persons,  or  $6,000  in  the  aggregate.  It  was  contended  in  the  Brushaber 
case,  supra,  that  “want  of  due  process”  arises  from  the  provisions  of 
the  act  allowing  a  deduction  for  the  purpose  of  ascertaining  the  taxable 
income  of  stated  amounts  on  the  ground  that  the  provisions  discrimi¬ 
nate  between  married  and  single  people  and  discriminates  between 
husbands  and  wives  who  are  living  together  and  those  who  are  not. 
In  denying  this  contention,  the  Court  said: 

*  *  *  So  far  as  the  due  process  clause  of  the  fifth  amendment  is  relied  upon 

it  suffices  to  say  that  there  is  no  basis  for  such  reliance  since  it  is  equally  well 
settled  that  such  clause  is  not  a  limitation  upon  the  taxing  power  conferred  upon 
Congress  by  the  Constitution;  in  other  words,  that  the  Constitution  does  not 
conflict  with  itself  by  conferring  upon  the  one  hand  a  taxing  power  and  taking  the 
same  power  away  on  the  other  by  the  limitations  of  the  due  process  clause 
( Treat  v.  White,  181  U.  S.  264;  Patton  v.  Brady,  184  U.  S.  608;  McCray  v.  United 
Stales,  195  U.  S.  27,  61;  Flint  v.  Stone  Tracy  Co.,  supra;  Billings  v.  United  States, 
232,  U.  S.  261,  282).  And  no  change  in  the  situation  here  would  arise  even  if  it 
be  conceded,  as  we  think  it  must  be,  that  this  doctrine  would  have  no  application 
in  a  case  where  although  there  was  a  seeming  exercise  of  the  taxing  power,  the 
act  complained  of  was  so  arbitrary  as  to  constrain  to  the  conclusion  that  it  was 
not  the  exertion  of  taxation  but  a  confiscation  of  property,  that  is,  a  taking  of  the 
same  in  violation  of  the  fifth  amendment,  or,  what  is  equivalent  thereto,  was  so 
wanting  in  basis  for  classification  as  to  produce  such  a  gross  and  patent  inequality 
as  to  inevitably  lead  to  the  same  conclusion.  We  say  this  because  none  of  the 
propositions  relied  upon  in  the  remotest  degree  present  such  questions.  *  *  * 

In  fact,  comprehensively  surveying  all  the  contentions  relied  upon,  aside  from  the 
erroneous  construction  of  the  amendment  which  we  have  previously  disposed  of, 
we  cannot  escape  the  conclusion  that  they  all  rest  upon  the  mistaken  theory  that 
although  there  be  differences  between  the  subjects  taxed,  to  differently  tax  them 
transcends  the  limit  of  taxation  and  amounts  to  a  want  of  due  process,  and  that 
where  a  tax  levied  is  believed  by  one  who  resists  its  enforcement  to  be  wanting  in 
wisdom  and  to  operate  injustice,  from  that  fact  in  the  nature  of  things  there  arises 
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a  want  of  due  process  of  law  and  a  resulting  authority  in  the  judiciary  to  exceed 
its  powers  and  correct  what  is  assumed  to  be  mistaken  or  unwise  exertions  by  the 
legislative  authority  of  its  lawful  powers,  even  although  there  be  no  semblance  of 
warrant  in  the  Constitution  for  so  doing. 

More  recently  the  Court  has  sustained  the  power  of  Congress  to 
classify  income  for  the  purposes  of  taxation  in  United  States  v.  Hudson 
(299  U.  S.  498),  and  in  Helvering  v.  Northwest  Steel  Mills  (311  U.  S. 
46).  In  the  Hudson  case  the  Court  sustained  a  special  income  tax  of 
50  percent  on  the  profits  derived  from  the  transfer  of  interests  in 
silver  bullion.  In  the  Northwest  Steel  Mills  case  the  Court  sustained 
the  surtax  imposed  upon  undistributed  corporate  earnings  by  the 
Revenue  Act  of  1936.  A  still  more  striking  example  is  the  recent  tax 
on  unjust  enrichment,  imposed  by  the  Revenue  Act  of  1936,  which 
levies  a  tax  of  80  percent  upon  special  kinds  of  income.  These  illus¬ 
trations  amply  demonstrate  the  power  of  Congress  to  classify  income 
for  taxation  purposes. 

Coming  down  to  the  classification  made  by  the  proposed  amend¬ 
ments,  it  should  be  noted  that  the  proposed  levy  does  not  change  the 
fundamental  liabilities  of  the  parties.  Each  spouse  is  required  to 
pay  a  tax  only  upon  his  or  her  separate  income.  There  is  no  imposi¬ 
tion  of  a  liability  upon  one  person  for  the  taxes  payable  by  another; 
there  is  only  an  increase  of  tax  upon  the  individual  income  of  each 
spouse.  Primarily  a  tax  is  a  forced  contribution  from  the  members  of 
a  society  to  provide  the  necessary  funds  for  the  functioning  of  that 
society  as  an  integrated  unit.  In  levying  a  graduated  income  tax, 
Congress  has  given  recognition  to  the  principle  that  these  forced 
exactions  should  be  levied  upon  various  individuals  with  reference  to 
their  ability  to  pay.  In  pursuance  of  this  principle,  Congress  has 
from  the  beginning  recognized  the  family  status  as  sufficiently  distinct 
to  permit  of  special  treatment.  Thus  the  provision  of  the  present 
law  which  allows  a  man  to  take  a  deduction  from  his  gross  income  for 
dependents  is  merely  a  recognition  that  this  man’s  ability  to  pay  is 
not  as  great  as  that  of  the  man  who  has  no  dependents  and  therefore 
the  tax  liability  of  the  former  is  reduced. 

From  1913  on  Congress  has  provided  such  special  treatment  for  the 
head  of  a  family.  Conversely,  if  Congress  in  the  exercise  of  its  judg¬ 
ment  concludes  that  a  man’s  ability  to  pay  a  higher  tax  is  materially 
affected  by  the  fact  that  other  people  in  his  economic  unit — the 
family — have  incomes  of  their  own,  then  it  may  take  that  factor  into 
consideration  in  fixing  the  tax  such  a  man  should  pay.  Thus  Congress 
has  declared  that  deductions  may  not  be  taken  for  losses  resulting 
from  sales  of  property  between  members  of  the  same  family.  See 
section  24  (a)  (6)  of  the  Revenue  Acts  of  1934  and  1936  and  section 
24  (b)  (1)  (A)  of  the  Revenue  Act  of  1938.  Clearly  Congress  is  not 
limited  in  classification  for  the  imposition  of  higher  taxes  to  a  consid¬ 
eration  of  the  amount  of  income  only.  It  has  been  demonstrated 
that  it  may  consider  as  a  factor  in  classification  the  particular  kind  of 
source  of  the  income.  It  lias  also  been  shown  that  Congress  has 
always  considered  as  a  factor  in  classification  the  ability  of  the  tax¬ 
payer  to  pay  as  affected  by  his  family  obligations.  A  man  whose 
wife  enjoys  an  independent  income  may  as  a  practical  matter  be 
thereby  relieved  from  sufficient  familial  burdens  to  materially  increase 
his  ability  to  support  the  Government.  For  example  a  man  in  such  a 
position  is  not  under  the  same  practical  burden  to  provide  insurance 
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for  his  wife  in  case  of  his  death  as  the  man  whose  wife  has  no  inde¬ 
pendent  income;  or  he  may  be  relieved  from  the  burden  of  providing 
her  with  numerous  small  luxuries  from  his  own  income  if  she  is  able 
to  purchase  those  things  for  herself.  It  has  often  been  said  by  the 
Supreme  Court  that  taxation  is  essentially  a  practical  matter.  Con¬ 
gress  may  therefore  take  into  consideration  the  practicalities  of  the 
situation  and  classify  accordingly. 

The  only  authority  against  the  constitutionality  of  the  proposed 
legislation  is  Hoejper  v.  Tax  Commission  (284  U.  S.  206).  There  the 
State  of  Wisconsin  had  provided  for  treatment  of  spouses  who  enjoyed 
independent  incomes  similar  to  that  provided  for  in  the  proposed 
amendments.  There  was,  however,  one  essential  difference.  Under 
the  Wisconsin  law  each  person  whose  income  was  included  within  the 
tax  computation  was  liable  for  the  entire  tax.  The  Supreme  Court 
held  that  this  legislation  was  unconstitutional  on  the  ground  that 
each  person  was  liable  for  the  total  tax  and  therefore  A  was  required 
to  pay  a  tax  on  B’s  income.  But  this  conclusion  was  reached  over 
the  vigorous  dissent  of  Mr.  Justice  Holmes,  Mr.  Justice  Brandeis, 
and  Mr.  Justice  Stone,  and  the  views  of  the  dissenters  in  the  IToeper 
case  have  recently  been  measurably  strengthened  by  the  Supreme 
Court  in  a  series  of  significant  decisions.  Burnet  v.  Wells  (289  U.  S. 
670),  Helvering  v.  Clifford  (309  U.  S.  331),  see  also  Helvering  v.  Horst 
(311  U.  S.  112),  Helvering  v.  Eubank  (311  U.  S.  122),  Hormel  v. 
Helvering  (85  L.  Ed.  651),  Harrison  v.  Schaffner  (85  L.  Ed.  694). 

These  cases  conclusively  demonstrate  that  the  convenient  phrase, 
“A  may  not  be  taxed  on  B’s”  income,  is  by  no  means  an  all-pervasive 
formula  which  will  assist  in  the  solution  of  tax  problems.  On  the 
contrary  A  may  be  taxed  on  B’s  income  if  there  are  sufficient  justifi¬ 
catory  facts.  The  inquiry  does  not  cease  with  a  determination  that 
A  is  being  taxed  on  income  which  lie  did  not  receive,  but  must  be 
further  pursued  with  a  view  to  discovering  whether  there  are  suffi¬ 
cient  facts  to  so  justify  taxing  A.  The  Wells,  Clifford,  Horst,  Eubank, 
Hormel ,  and  Schaffner  cases  are  examples  of  situations  in  which  the 
Supreme  Court  has  concluded  that  A  could  be  so  taxed. 

Thus  in  the  Wells  case  the  taxpayer  had  created  certain  irrevocable 
trusts  the  income  from  which  was  used  to  pay  premiums  on  policies 
of  insurance  on  his  life.  The  Court  held  that  the  provision  of  the 
Revenue  Act  of  1924  which  directed  that  such  income  be  taxed  to 
the  grantor  was  constitutional,  saying,  through  Mr.  Justice  Cardozo 
(pp.  677-679): 

The  controversy  is  one  as  to  the  boundaries  of  legislative  power.  It  must  be 
dealt  with  in  a  large  way,  as  questions  of  due  process  always  are,  not  narrowly  or 
pedantically,  in  slavery  to  forms  or  phrases.  “Taxation  is  not  so  much  concerned 
with  the  refinements  of  title  as  it  is  with  the  actual  command  over  the  property 
taxed — the  actual  benefit  for  which  the  tax  is  paid”  ( Corliss  v.  Bowers,  supra, 
p.  378;  cf.  Burnet  v.  Guggenheim,  supra,  p.  283).  Refinements  of  title  have  at 
times  supplied  the  rule  when  the  question  has  been  one  of  construction  and 
nothing  more,  a  question  as  to  the  meaning  of  a  taxing  act  to  be  read  in  favor  of 
the  taxpayer.  Refinements  of  title  are  without  controlling  force  when  a  statute, 
unmistakable  in  meaning,  is  assailed  by  a  taxpayer  as  overpassing  the  bounds  of 
reason,  an  exercise  by  the  lawmakers  of  arbitrary  power.  In  such  circumstances 
the  question  is  no  longer  whether  the  concept  of  ownership  reflected  in  the  statute 
is  to  be  squared  with  the  concept  embodied,  more  or  less  vaguely,  in  common-law 
traditions.  The  question  is  whether  it  is  one  that  an  enlightened  legislator  might 
act  upon  without  affront  to  justice.  Even  administrative  convenience,  the  practi¬ 
cal  necessities  of  an  efficient  system  of  taxation,  will  have  heed  and  recognition 
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within  reasonable  limits  ( Milliken  v.  United  States,  283  U.  S.  15,  24,  25;  Reinecke 
v.  Smith,  supra).  Liability  does  not  have  to  rest  upon  the  enjoyment  by  the 
taxpayer  of  all  the  privileges  and  benefits  enjoyed  by  the  most  favored  owner  at  a 
given  time  or  place  ( Corliss  v.  Bowers,  supra;  Reinecke  v.  Smith,  supra).  Govern¬ 
ment  in  casting  about  for  proper  subjects  of  taxation  is  not  confined  by  the  tradi¬ 
tional  classification  of  interests  or  estates.  It  may  tax  not  only  ownership  but 
any  right  or  privilege  that  is  a  constituent  of  ownership  ( Nashville ,  C.  &  St.  L.  Ry. 
Co.  v.  Wallace,  288  U.  S.  249,  268;  Bromley  v.  McCaughn,  280  U.  S.  124,  136). 
Liability  may  rest  upon  the  enjoyment  by  the  taxpayer  of  privileges  and  benefits 
so  substantial  and  important  as  to  make  it  reasonable  and  just  to  deal  with  him 
as  if  he  were  the  owner,  and  to  tax  him  on  that  basis.  A  margin  must  be  allowed 
for  the  play  of  legislative  judgment.  To  overcome  this  statute  the  taxpayer 
must  show  that  in  attributing  to  him  the  ownership  of  the  income  of  the  trusts,  or 
something  fairly  to  be  dealt  with  as  equivalent  to  ownership,  the  lawmakers  have 
done  a  wholly  arbitrary  thing,  have  found  equivalence  where  there  was  none  nor 
anything  approaching  it,  and  laid  a  burden  unrelated  to  privilege  or  bene¬ 
fit.  *  *  * 

In  Helvering  v.  Clifford,  supra,  the  Court  pointed  out  that  the 
familial  relationship  has  sufficient  individuality  to  have  a  substantial 
effect  upon  tax  consequences.  In  that  case  a  husband  had  created  a 
trust  of  certain  securities  for  the  term  of  5  years,  the  income  from  which 
was  to  be  paid  to  his  wife.  In  holding  the  husband  taxable  upon  the 
income  of  that  trust,1  the  Court  said  (pp.  335-336): 

We  have  at  best  a  temporary  reallocation  of  income  within  an  intimate  family 
group.  Since  the  income  remains  in  the  family  and  since  the  husband  retains 
control  over  the  investment,  he  has  rather  complete  assurance  that  the  trust  will 
not  effect  any  substantial  change  in  his  economic  position.  It  is  hard  to  imagine 
that  respondent  felt  himself  the  poorer  after  this  trust  had  been  executed  or,  if 
he  did,  that  it  had  any  rational  foundation  in  fact,  for  as  a  result  of  the  terms 
of  the  trust  and  the  intimacy  of  the  familial  relationship  respondent  retained  the 
substance  of  full  enjoyment  of  all  the  rights  which  previously  he  had  in  the  prop¬ 
erty.  That  might  not  be  true  if  only  strictly  legal  rights  were  considered,  but 
when  the  benefits  flowing  to  him  indirectly  through  the  wife  are  added  to  the  legal 
rights  he  retained,  the  aggregate  may  be  said  to  be  a  fair  equivalent  of  what  he 
previously  had.  To  exclude  from  the  aggregate  those  indirect  benefits  would  be 
to  deprive  section  22  (a)  of  considerable  vitality  and  to  treat  as  immaterial  what 
may  be  highly  relevant  considerations  in  the  creation  of  such  family  trusts,  for 
where  the  head  of  the  household  has  income  in  excess  of  normal  needs,  it  may 
well  make  but  little  difference  to  him  (except  income-tax-wise)  where  portions 
of  that  income  a-e  routed — so  long  as  it  stays  in  the  family  group. 

Not  only  does  the  Hoeper  case  have  no  authority  in  the  field  of 
Federal  income  taxation,  but  its  vitality  as  an  effective  limitation 
upon  the  taxing  power  of  the  States  has  also  been  dissipated  by  more 
recent  decisions  of  the  Supreme  Court  which  have  seriously  under¬ 
mined  its  foundations  by  holding  that  a  State  is  not  forbidden  by  the 
fourteenth  amendment  to  make  such  classifications  as  the  legislature 
regards  to  be  necessary  to  protect  its  revenues.  In  Madden  v.  Ken¬ 
tucky  (309  U.  S.  83),  the  Supreme  Court  upheld  a  Kentucky  statute 
which  taxed  deposits  in  banks  outside  of  the  State  at  50  cents  per 
$100,.  although  deposits  in  banks  within  the  State  were  taxed  at  only 
10  cents  per  $100.  The  Court  there  said  (pp.  87-88): 

The  broad  discretion  as  to  classification  possessed  by  a  legislature  in  the  field 
of  taxation  has  long  been  recognized.  *  *  *  Traditionally  classification  has 

been  a  device  for  fitting  tax  programs  to  local  needs  and  usages  in  order  to  achieve 
an  equitable  distribution  of  the  tax  burden.  It  has,  because  of  this,  been  pointed 
out  that  in  taxation,  even  more  than  in  other  fields,  legislatures  possess  the  greatest 
freedom  in  classification.  Since  the  members  of  a  legislature  necessarily  enjoy 
a  fami’iarity  with  local  conditions  which  this  Court,  cannot  have,  the  presumption 
of  constitutionality  can  be  overcome  only  by  the  most  explicit  demonstration 


1  Thoueh  the  taxpayer  arstued  on  the  basis  of  the  Iloeper  case  that  it  was  unconstitutional  to  tax  A  on  B's 
income,  the  Court  did  not  oven  deem  it  necessary  to  discuss  the  point. 
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that  a  classification  Is  a  hostile  and  oppressive  discrimination  against  particular 
persons  and  classes.  The  burden  is  on  the  one  attacking  the  legislative  arrange¬ 
ment  to  negative  every  conceivable  basis  which  might  support  it. 

It  may  fairly  be  predicted  that  if  the  Supreme  Court  were  presented 
today  with  the  question  presented  in  the  Hoeper  case  that  that  case 
would  not  be  followed.  But  even  if  the  Hoeper  case  be  taken  at  its 
face  value,  the  provisions  of  the  bill  do  not  come  within  its  scope. 
The  motivating  factor  for  the  decision  in  that  case  was  the  provision 
that  each  person  whose  income  was  included  within  the  tax  computa¬ 
tion  was  liable  for  the  entire  tax.  It  has  been  pointed  out  that  the 
legislation  here  under  consideration  does  not  make  the  spouses  jointly 
and  severally  liable  for  the  entire  tax  unless  they  so  elect.  Each 
person  is  required  to  pay  a  tax  only  upon  his  own  income  and  not  upon 
the  income  of  any  other  person.  The  net  effect  is  merely  that  the 
amount  of  the  tax  which  he  is  required  to  pay  is  conditioned  by  the 
fact  that  he  lives  in  an  economic  unit  which  has  other  income  accru¬ 
ing  to  it. 

For  these  reasons  it  is  concluded  that  it  is  within  the  power  of  Con¬ 
gress  to  make  the  suggested  changes  in  the  Internal  Revenue  Code. 

II.  CORPORATION  INCOME  AND  EXCESS-PROFITS  TAXES 

1.  TAXABLE  TEARS 

The  amendments  made  with  respect  to  corporation  income  and 
excess-profits  taxes  are  applicable  with  respect  to  taxable  years 
beginning  after  December  31,  1940. 

2.  CORPORATION  NORMAL  TAX 

The  bill  makes  the  defense  tax  permanent  but  does  not  change  the 
corporation  normal  tax  rate.  A  change  is  made,  however,  in  the 
normal  tax  base,  the  excess-profits  tax  being  allowed  as  a  deduction 
from  gross  income  in  arriving  at  net  income  subject  to  normal  tax. 

3.  CORPORATION  SURTAX 

The  bill  imposes  upon  corporations  a  surtax  of  5  percent  of  the  first 
$25,000  of  surtax  net  income  and  6  percent  of  the  balance.  The 
surtax  is  employed  as  the  only  means  of  reaching  income  from  the 
large  volume  of  partially  tax-exempt  Federal  securities  held  by  cor¬ 
porations. 

Of  the  total  amount  outstanding  of  partially  tax-exempt  securities 
held  by  private  investors  in  the  amount  of  $30,966,000,000, 
$15,817,000,000  are  held  by  banks,  $6,123,000,000  by  insurance 
companies,  and  the  balance  are  held  by  other  persons.  Thus  banks 
hold  51.1  percent  of  the  total,  insurance  companies  19.8  of  the  total, 
and  other  persons  29.1  of  the  total. 

4.  FOREIGN  CORPORATIONS 

The  rate  of  tax  on  foreign  corporations  not  engaged  in  trade  or 
business  within  the  United  States  and  not  having  an  office  or  place  of 
business  therein  is  increased  from  1 6>2  percent  (15  percent  plus  1  % 
percent  defense  tax)  to  27/2  percent  (25  percent  plus  2/ percent  defense 
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tax).  The  rates  for  withholding  this  tax  at  the  source  are  increased 
accordingly. 

Treatment  similar  to  that  accorded  nonresident  alien  individuals 
who  are  residents  of  the  Western  Hemisphere  is  accorded  foreign  cor¬ 
porations  organized  under  the  laws  of  any  country  in  North,  Central, 
or  South  America,  the  West  Indies,  or  Newfoundland. 

*.  EXCESS-PROFITS  TAX 

Your  committee  has  retained  the  excess-profits  tax  structure  which 
was  established  in  the  Second  Revenue  Act  of  1940.  The  allowance 
of  the  alternative  methods  of  computing  the  excess-profits  credit — - 
that  is,  either  the  invested-capital  method  or  the  average-earnings 
method — has  been  justified  by  experience.  The  soundness  of  the  . 
policy  of  allowing  the  computation  of  the  credit  on  the  basis  of  aver¬ 
age  earnings  appears  to  your  committee  to  have  been  adequately 
demonstrated. 

A  method  for  computing  excess  profits  based  upon  invested  capital 
alone  will  penalize  many  corporations  and  favor  their  competitors. 
For  example,  a  corporation  organized  in  a  period  of  low  values  would 
be  discriminated  against  in  favor  of  a  corporation  organized  in  a  period 
of  high  values.  Compare,  for  example,  a  corporation  organized  in 
1929  with  a  corporation  organized  in  1931.  The  identical  assets  may 
have  been  turned  in  to  each  corporation.  Yet  such  assets  may  be 
reflected  in  invested  capital  of  one  corporation  at  many  times  the 
value  it  would  have  in  computing  the  invested  capital  of  the  other 
corporation.  In  the  summary  of  the  testimony  before  the  War 
Policy  Commission,  House  Document  No.  271,  it  is  stated  in  reference 
to  invested  capital  that,  “In  some  cases  mere  accidents  of  incorpora¬ 
tion  in  one  year,  instead  of  one  year  later,  meant  savings  in  taxes 
of  millions  of  dollars.”  A  corporation  reorganized  shortly  before  the 
World  War  would  have  a  higher  basis  than  if  there  had  been  no  such 
reorganization.  The  invested-capital  method  alone  would  also  favor 
a  corporation  which  has  distributed  in  the  past  little  or  no  dividends 
as  compared  with  a  corporation  which  has  pursued  a  liberal  dividend 
policy.  This  is  because  the  accumulated  earnings  and  profits  of  a 
corporation  enter  into  the  computation  of  its  invested  capital.  It 
would  also  penalize  the  stockholders  of  a  corporation  who  paid  for 
their  stock  on  the  basis  of  the  present  worth  of  the  corporation.  It  is 
well  recognized  that  there  lias  been  a  large  turn-over  in  the  stock  of 
many  corporations.  The  present  owners  in  many  instances  acquired 
such  stock  on  the  basis  of  the  earning  record  of  the  corporation  at  the 
time  of  purchase.  To  conclude  that  they  have  realized  excess  profits 
on  the  basis  of  what  the  original  owners  paid  for  the  stock  seems  con¬ 
trary  to  equity  and  justice. 

The  invested-capital  method  will  also  give  no  recognition  to  the 
fact  that  many  businesses  have  been  conservatively  capitalized  or 
built  up,  especially  the  smaller  ones,  not  mainly  from  capital  but  from 
good  management,  skill,  development  of  goodwill,  favorable  locations, 
trade  advantages,  and  other  important  factors  of  personal  efficiency. 
As  well  stated  by  the  late  Professor  Seligman  of  Columbia  University: 
“Almost  all  large  businesses  have  grown  from  humble  beginnings  and 
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it  is  precisely  in  these  humble  beginnings  that  the  percentage  of  the 
profits  to  the  capital  invested  is  apt  to  be  the  greatest.”  However, 
your  committee  felt,  that  there  was  ample  justification  for  continuing 
the  use  of  the  invested-capital  method  as  an  optional  base.  It  is 
necessary  to  provide  a  yardstick  for  those  corporations  which  had  no 
base-period  income  or  those  which  were  operating  on  a  subnormal 
basis  in  the  base  period.  But,  it  is  not  believed  that  the  treatment 
should  be  such  as  to  give  corporations  too  large  an  exemption  of 
profits  attributable  to  the  defense  program. 

Upon  this  structure,  your  committee  lias  made  the  following 
changes: 

(a)  Increased  rates. — The  existing  rates  have  been  increased  by  10 
percentage  points  in  each  bracket,  as  follows: 


Rates  under— 

Adjusted  excess-profits  net  income 

Existing  law 
(percent) 

Proposed  law 
(percent) 

$0  to  $20,000-  -  _ _ _ _ 

25 

35 

$20,000  to  $50,000  _ _ _ _ _ 

30 

40 

$50,000  to  $100,000  _ _ _ 

35 

45 

$100,000  to  $250,000  _ _ _ _ _ 

40 

50 

$250,000  to  $500,000  _ _ _ 

45 

55 

50 

60 

( b )  Reduction  in  invested  capital  credit. — The  invested  capital  credit, 
which  under  existing  law  is  8  percent  of  the  invested  capital,  is  left 
8  percent  on  the  first  $5,000,000  of  invested  capital  but  is  reduced  to 
7  percent  on  the  balance. 

( c )  Reversal  of  the  deduction  for  income  and  excess-profits  taxes. — 
Under  existing  law,  the  income  tax  is  allowed  as  a  deduction  in  the 
computation  of  the  excess-profits  tax.  It  seems  unfair  to  allow  that 
part  of  the  income  tax  which  is  computed  on  income  which  is  not 
subject  to  the  excess-profits  tax  to  reduce  the  excess-profits  net  income. 
Canada  allows  only  that  part  of  the  income  tax  which  is  computed 
upon  income  subject  to  the  excess-profits  tax.  Under  the  World  War 
Act,  the  excess-profits  tax  was  allowed  as  a  deduction  in  computing  the 
normal  tax  but  the  normal  tax  was  not  allowed  as  a  deduction  in  com¬ 
puting  the  excess-profits  tax.  This  is  also  the  rule  which  is  now 
applied  by  the  British.  The  tax  result  in  Canada  is  practically  the 
same  as  the  British  rule  and  our  1918  rule.  However,  it  is  believed 
that  the  World  War  rule  is  much  simpler  in  its  application.  Your 
committee  has,  therefore,  deemed  it  advisable  to  return  to  the  1918 
rule,  and  has  disallowed  the  deduction  of  income  taxes,  both  in  the 
base  period  and  in  the  taxable  year,  in  computing  the  excess-profits 
tax.  The  deduction  is  allowed  in  computing  both  the  normal  tax  and 
the  surtax.  The  effect  of  the  reversal  of  the  deduction  is  that  the  8 
percent  credit  on  invested  capital  provided  in  the  bill  is  equivalent 
to  a  credit  on  invested  capital  of  6.6  percent  after  deduction  of  the 
normal  tax  and  surtax,  and  the  7-percent  credit  on  invested  capital 
is  equivalent  to  a  credit  on  invested  capital  of  4.9  percent  after 
deduction  of  the  normal  tax  and  surtax.  The  following  example 
will  show  how  the  plan  will  operate: 
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CORPORATION  INCOME  TAX  DEDUCTIBLE  IN  COMPUTING  EXCESS-PROFITS  NET 

INCOME 


Corporation  “A”  (invested 

Corporation  “B”  (average 

capital) : 

earnings) : 

Invested  capital 

$1,  250,  000 

Average  base  period  earn- 

Credit  of  8  percent _ 

100,  000 

ings  - 

$100,  000 

Base  period  tax  at  17  per- 

cent  ----- 

17,  000 

Excess-profits  base  peri- 

Net  income,  taxable 

od  net  income 

83,  000 

year 

130,  000 

Net  income,  taxable  year. 

130,  000 

Normal  and  surtax _ 

38,  750 

Normal  and  surtax  . 

38,  750 

Excess-profits  net 

Excess-profits  net  in- 

income  _ 

91,  250 

come _  _  _ 

91,  250 

Less  credit  of  8  per- 

Less  credit,  95  percent 

cent  plus  specific 

of  $83,000  plus  spe- 

exemption  of 

cific  exemption  of 

$5,000 _ 

105,  000 

$5,000 _ 

83,  850 

Adjusted  excess- 

profits  net  in- 

Adjusted  excess-profits 

come  (deficit) _ 

13,  750 

net  income 

7,  400 

Excess-profits  tax _ 

Excess-profits  tax _ _ 

1,  850 

Total  tax..  ... 

38,  750 

Total  tax.  ...  _ 

40,  600 

EXCESS-PROFITS  TAX  DEDUCTIBLE  IN  COMPUTING  CORPORATION  NET  INCOME  FOR 

NORMAL  AND  SURTAX 

Invested  capital.  _  _ 

$1,  250,  000 

Credit  of  8  percent  . .  . 

100,  000 

Average  base  period  earn- 

ings -  - 

$100,  000 

Net  income,  taxable  vear__ 

130,  000 

Net  income,  taxable  year.. 

130,  000 

Less  credit  of  8  percent  plus 

Less  credit — 95  percent  of 

specific  exemption  of 

$100,000  plus  specific  ex- 

$5,000 _ 

105,  000 

emption  of  $5,000 

100,  000 

Adj  usted  excess-pro- 

Adjusted  excess- 

fits  net  income.. 

25,  000 

profits  net  income. 

30,  000 

Excess-profits  tax _ 

9,  000 

Excess-profits  tax _ 

11,  000 

Normal  and  surtax 

Normal  and  surtax 

Net  income,  taxable  vear__ 

130,  000 

Net  income,  taxable  year.. 

130,  000 

Less  excess-profits  tax _ 

9,  000 

Less  excess-profits  tax  . 

11,  000 

Adjusted  net  income. 

121,  000 

Adjusted  net  income. 

119,  000 

Normal  and  surtax 

30,  050 

Normal  and  surtax  _  . 

35,  450 

Total  tax.. 

45,  050 

Total  tax 

46,  450 

(d)  Ten  percent  tax  on  additional  profits  not  subjected  to  excess-profits 
tax  under  existing  law. — The  existing  law  does  not  subject  to  the 
excess-profits  tax  earnings  which  are  not  in  excess  of  the  greater  of 
the  average  earnings  for  the  base  period  and  the  invested  capital 
credit.  Thus,  many  corporations  which  are  making  added  profits 
directly  or  indirectly  attributable  to  Government  expenditures  for 
the  national  defense  are  paying  no  additional  taxes  upon  such  profits. 
It  is  felt  that  such  corporations,  benefiting  so  substantially  from  the 
defense  expenditures,  should  make  a  larger  contribution  from  their 
increased  income  even  though  their  income  for  the  taxable  year  is 
still  less  than  the  invested  capital  credit. 
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For  these  reasons,  your  committee  recommends  that  corporations 
using  the  invested  capital  credit  pay  a  tax  of  10  percent  upon  their 
increased  earnings  which  are  not  subjected  to  excess-profits  tax  under 
existing  law. 

(e)  New  capital. — In  order  to  encourage  the  investment  of  new 
capital  in  corporate  enterprise,  your  committee  is  impressed  with  the 
desirability  of  offering  a  special  inducement  in  the  form  of  a  more 
liberal  credit  where  new  capital  is  present.  To  achieve  this  result, 
new  capital  is  counted  at  125  percent.  Thus  for  every  $100  of  new 
capital  paid  in  to  a  corporation,  the  invested  capital  of  such  cor¬ 
poration  is  increased  by  $125.  This  method  is  the  equivalent  of 
allowing  an  invested  capital  credit  on  new  capital  of  10  percent, 
where  8  percent  is  allowed  on  old  capital,  and  8%  percent  where  7 
percent  is  allowed  on  old  capital. 

New  capital  is  limited  to  money  or  property  paid  in  for  stock 
during  taxable  years  beginning  after  December  31,  1940,  and  taxable 
stock  dividends  made  during  the  same  period.  Borrowed  capital 
does  not  constitute  new  capital  nor  can  transactions  in  certain  tax-free 
exchanges  or  between  corporations  which  are  members  of  an  affiliated 
group  in  which  more  than  50  percent  control  is  present,  create  new 
capital.  Earnings  and  profits  retained  in  the  business  are  not  con¬ 
sidered  new  capital. 

To  prevent  corporations  from  turning  old  capital  into  new  by  paying 
it  out  to  shareholders  and  then  having  it  reinvested,  and  to  prevent 
borrowed  capital  from  being  transformed  into  new  equity  capital,  a 
net  capital  increase  concept  is  used.  For  the  purposes  of  measuring 
such  net  increases  in  capital,  reference  is  had  to  the  capital  as  of  the 
beginning  of  the  first  taxable  year  beginning  in  1941.  Furthermore, 
capital  that  would  otherwise  receive  new  capital  treatment,  is  denied 
such  treatment  to  the  extent  that  there  is  a  net  increase  in  in¬ 
admissible  assets. 

6.  INCOME  FROM  MINING  STRATEGIC  METALS 

The  existing  law  exempts  from  the  excess-profits  tax  that  portion  of 
the  adjusted  excess-profits  tax  net  income  of  a  domestic  corporation 
which  is  attributable  to  mining  within  the  United  States  of  tungsten, 
quicksilver,  manganese,  platinum,  antimony,  chromite,  or  tin. 

Your  committee  has  removed  this  exemption  as  it  is  believed  that 
these  corporations  which  make  money  out  of  the  defense  program 
should  bear  their  share  of  the  tax  burden. 

III.  CAPITAL-STOCK  TAX  AND  DECLARED  VALUE  EXCESS-PROFITS  TAX 

1.  capital-stock  tax 

The  bill  increases  the  capital-stock- tax  rate  from  $1.10  ($1  plus 
10  cents  defense  tax)  per  $1,000  of  adjusted  declared  value  to  $1.25 
effective  for  the  fiscal  year  ending  June  30,  1941.  The  Commissioner 
has  extended  the  time  for  filing  returns  and  paying  the  tax  for  the 
year  ended  June  30,  1941,  until  September  29  of  this  year.  For  the 
period  of  this  extension,  no  interest  will  be  required. 
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2.  DECLARED  VALUE  EXCESS-PROFITS  TAX 

Under  existing  law,  the  same  deductions  (with  the  exception  of  the 
declared  value  excess  profits  tax  itself)  are  allowed  in  computing  net 
income  for  income  tax  purposes  as  for  the  purposes  of  the  declared 
value  excess  profits  tax. 

While  the  bill  adds  the  excess-profits  tax  to  the  existing  deductions 
allowed  in  computing  net  income  for  income-tax  purposes,  it  makes 
no  such  provision  for  the  computation  of  net  income  for  the  purposes 
of  the  declared  value  excess-profits  tax.  While  the  effect  of  this 
disallowance  would  be  ordinarily  to  justify  a  higher  declared  value  for 
capital  stock,  and,  therefore,  a  greater  capital-stock  tax,  it  is  believed 
that  this  disadvantage  to  the  taxpayer  will  be  largely  offset  by  the 
larger  deduction  on  that  account  for  income  and  excess  profits  tax 
purposes  and  by  the  fact  that  the  allowance  of  the  deduction  in  ques¬ 
tion  would  introduce  a  factor  of  considerable  uncertainty  in  the 
determination  of  a  declared  value  that  would  produce  the  smallest 
combined  capital  stock  and  declared  value  excess  profits  tax. 


IV.  ESTATE  AND  GIFT  TAXES 
1.  ESTATE  TAX 

The  bill  provides  a  new  schedule  of  increased  rates  for  the  estate  tax, 
applicable  only  to  the  estates  of  decedents  dying  after  the  enactment  of 
this  bill.  In  addition,  the  10-percent  defense  tax  is  made  permanent. 
No  other  change  is  made  with  respect  to  the  estate  tax.  The  follow¬ 
ing  table  sets  out  a  comparison  of  the  rates  and  the  cumulative  tax 
under  existing  law  and  under  the  bill.  It  should  be  noted  that  the 
tax  computed  under  these  rates  is  subject  to  reduction  by  the  credit 
allowed  for  State  death  taxes  paid  and  does  not  include  the  10-percent 
defense  tax. 


Net  estate  after  specific  exemption 

Existing  law 

Proposed  law 

Bracket 

rate 

(percent) 

Cumulative 
tax  on  high¬ 
er  amount 

Bracket 

rate 

(percent) 

Cumulative 
tax  on  high¬ 
er  amount 

0  to  $5,000  _ _ _ _ _ _ 

2 

$100 

3 

$150 

$5,000  to  $10, 000 _ 

2 

200 

7 

500 

$10,000  to  $20,000 _ _ _ 

4 

600 

10 

1,  500 

$20,000  to  $30,000  _ _ 

6 

1,200 

13 

2,800 

$30,000  to  $10, 000 _ _ _ _ _ 

8 

2, 000 

16 

4,  400 

$40,000  to  $50,000. _ _ _ 

10 

3, 000 

20 

6,  400 

$50,000  to  $60,000. . . . ; _ 

12 

4,  200 

23 

8,700 

$00,000  to  $100,000  _ _ _ _ _ 

12-14 

9,600 

25 

18,  700 

$100,000  to  $250,000  _ _ _ _ _ _ 

17-20 

36,  600 

27 

59,200 

$250,000  to  $500.000 _ _ _ 

20-23 

89,  600 

29 

131,  700 

$500,000  to  $750,000 _ _ _ _ _ 

23-26 

151,600 

32 

211,  700 

$750,000  to  $1,000,000  _ 

26-29 

222,  600 

34 

296, 700 

$1,000,000  to  $1,250,000 . . . . . . . 

32 

302,  600 

36 

386,  700 

$1,250,000  to  $1,500,000  . . 

32 

382,  600 

38 

481,  700 

$1,500,000  to  $2,000,000 _ _ 

35 

557,  600 

41 

686,  700 

$2,000,000  to  $2,500,000 _ _ 

38 

747,  600 

45 

911,700 

$2,500,000  to  $3,000,000 _ _ 

41 

952,  600 

48 

1,  151,  700 

$3,000,000  to  $3,500,000 . . . . 

44 

1,  172,600 

51 

1,  406,  700 

$3,500,000  to  $4,000,000  _ _ 

47 

1,  407,  600 

54 

1,  676.  700 

$4,000,000  to  $5, 000, 000 _ _ 

£0-53 

1,  922,  600 

58 

2,  256,  700 

$5,000,000  to  $6,000,000 _ 

56 

2,  482,  600 

61 

2, 866,  700 

$6,000,000  to  $7,000,000  .  _ _ 

59 

3,  072,  600 

64 

3,  506,  700 

$7,000,000  to  $3,000,000 . . . 

61 

3,  682,  600 

66 

4, 166,  700 

$3,000,000  to  $9,000,000  . . . 

63 

4,312,600 

69 

4,  856,  700 

$0,000,000  to  $10,000,000  _ _ 

65 

4,  962,  600 

69 

5,  546,  700 

$10,000,000  to  $20,000.000 _ 

67 

11,662,600 

70 

12,  546,  700 

$20,000,000  to  $50,000,000  _ 

69 

32,  362,  600 

70 

33,  546,  700 

Over  $50, 000, 000 _ _ 

70 

70 
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The  following  table  shows  a  comparison  of  the  Federal  estate  tax 
burden  (before  allowance  of  credit  for  State  death  taxes)  under 
existing  law  and  under  the  bill  upon  net  estates  (before  exemption) 
of  selected  sizes. 


Net  estate  before  exemption 

Amount  of  tax  1 

Effective  rates 

Increase  in  tax 

Existing 

law 

Proposed 

law 

Existing 

law 

Proposed 

law 

Amount 

Percent 

$50,000. _ _ _ _ 

$220 

$550 

0,4 

1.1 

$330 

150.0 

$60,000 . . . . . 

660 

1,650 

1.  1 

2.8 

990 

150.0 

$80,000-. _  _ 

2,  200 

4,  840 

2.8 

6.1 

2,640 

120.0 

$!00,000_- _ _ _ _ 

4,620 

9,570 

4,6 

9.6 

4,950 

107.1 

$200,000 _ _ _ _ - 

21,660 

38,  270 

10.8 

19.1 

16,610 

70.7 

$400,000 _ _ 

63,  780 

99, 530 

15.9 

24.9 

35,750 

56. 1 

$600,000 _ 

112,  340 

164,  590 

18.7 

27.4 

52,  250 

46.5 

$800,000-  — . - _ _ 

167,340 

234,  330 

20.  9 

29.3 

66,  990 

40.0 

$1,000,000 _ _ _ 

228,  780 

3C8,  090 

22.9 

30.8 

79,  310 

34.7 

$2,000,000 _ 

588,  000 

727,  370 

29.  4 

36.3 

139, 370 

23.7 

$4,000,000 _ _ 

1,499,  640 

1, 792, 570 

37.5 

44.8 

292,  930 

19.5 

$6,000,000 _ _ _ 

2,  655, 140 

3,  C75,  450 

44.3 

51.3 

420, 310 

15.8 

$10,000,000 _ _ - . . 

5,  323, 500 

5, 964,  250 

53.2 

59.  6 

640,  750 

12.0 

$20,000,000 _ 

12,532,  700 

13,  503,  890 

62.7 

67.5 

971.  190 

7.7 

$40,000,000 _  _ 

27,391,820 

28,  583,  890 

68.  5 

71.4 

1, 192,  070 

4.4 

$60,000,000 _ _ 

42,  361,  380 

43,  663,  890 

70.6 

72.8 

1,302,510 

3.  1 

$100,000,000. . . . . 

72,  521,  380 

73, 823, 890 

72.6 

73.8 

1, 302,  510 

1.8 

1  Includes  10-percent  defense  tax. 

2.  GIFT  TAX 

The  bill  provides  a  new  schedule  of  increased  gift-tax  rates  applicable 
for  computing  the  tax  for  the  calendar  year  1942  and  subsequent 
calendar  years.  In  addition,  the  10  percent  defense  tax  is  made 
permanent.  As  under  existing  law,  the  new  gift-tax  rates  are  in 
each  case  three-fourths  of  the  corresponding  estate-tax  rate.  No 
other  change  is  made  with  respect  to  the  gift  tax. 


V.  EXCISE  TAXES 

In  connection  with  the  increase  in  the  rates  of  many  excise  taxes  and 
the  imposition  of  several  new  levies,  it  should  be  noted  that  the 
Federal  Statutes  impose  a  severe  penalty  upon  persons  making  false 
statements  to  purchasers  of  articles  regarding  Federal  taxes  thereon. 
Section  3325  of  the  Internal  Revenue  Code  provides  as  follows: 

Whoever  in  connection  with  the  sale  or  lease,  or  offer  for  sale  or  lease,  of  any 
article,  or  for  the  purpose  of  making  such  sale  or  lease,  makes  any  statement, 
written  or  oral,  (1)  intended  or  calculated  to  lead  any  person  to  believe  that  any 
part  of  the  price  at  which  such  article  is  sold  or  leased,  or  offered  for  sale  or  lease, 
consists  of  a  tax  imposed  under  the  authority  of  the  United  States,  or  (2)  ascribing 
a  particular  part  of  such  price  to  a  tax  imposed  under  the  authority  of  the  United 
States,  knowing  that  such  statement  is  false  or  that  the  tax  is  not  so  great  as  the 
portion  of  such  price  ascribed  to  such  tax,  shall  be  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  be  punished  by  a  fine  of  not  more  than  $1,000  or  by 
imprisonment  not  exceeding  one  year,  or  both. 

At  the  outset,  it  should  be  pointed  out  that  many  excise  taxes  under 
existing  law  will  expire  in  1945.  Other  such  taxes  will  then  become 
effective  at  reduced  rates.  In  addition,  the  temporary  defense  taxes 
imposed  by  the  first  Revenue  Act  of  1940  will  terminate  in  1945. 
As  a  result  of  these  varying  rules,  both  as  to  the  termination  of  taxes 
and  as  to  the  changes  in  rates,  considerable  confusion  has  arisen. 
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Your  committee  deems  it  desirable  to  remove  these  expiration 
dates  and  future  rate  changes  from  the  law.  This  action  has  been 
taken  without  prejudice  to  the  temporary  nature  of  these  levies  and. 
rate  increases,  for  the  desirability  of  their  repeal  or  downward  revision 
as  soon  as  our  revenue  needs  will  allow  is  fully  recognized. 

1.  EXCISE  TAXES  MADE  PERMANENT 

A. —  Temporary  subjects  of  tax  made  permanent 


Subject  of  tax 

Internal 
Revenue 
Code  sec¬ 
tion 

Expiration 
date  under 
existing  law 

MANUFACTURERS’  excise  taxes 

Tires  and  inner  tubes . . . . . . 

3400 

July  31,1945 
June  30, 1945 
July  31, 1945 
June  30, 1945 
Do. 

Toilet  preparations . . . . . . . 

3401 

Automobiles _ _ _ _ _ _ _ _ 

3403 

Radio  receiving  sets . . . . 

3404 

Meehan  cal  refrigerators . . . 

3405 

Matches..  . . . . 

3409 

Do. 

Electrical  energy _ _ _ _ 

3411 

Do. 

Gasoline . . . . . . 

3412 

Do. 

Lubricating  oils . . . . . 

3413 

Do. 

IMPORT  TAXES 

Petroleum  and  derivatives . . . . . . . . . 

3422 

Do. 

Coal . . . . . . . . 

3423 

Do. 

3424 

Do. 

3425 

Do. 

TRANSPORTATION  AND  COMMUNICATION  TAXES 

Transportation  of  oil  by  pipe  line .  . 

34  GO 

June  30, 1945 
Do. 

Telegraph,  telephone,  radio,  and  cable  facilities . . . . 

3465 

DOCUMENTARY  STAMP  TAXES 

Corporate  Securities  (transfer) . . . 

3481 

Do. 

Conveyances . . . . 

3482 

Do. 

B. —  Taxes  with  respect  to  which  temporary  increases  in  rate  are  made  permanent 


Subject  of  tax 

Internal 

Revenue 

Code 

section 

Expiration 
date  of 
increase  in 
rate  under 
existing  law 

Corporate  securities  (issue) . . . . . . . 

1801 

June  30, 1945 

Capital  stock  (issue) _ _ _ _ _ _ 

1802  (a) 
18C2  (b) 

Do. 

Capital  stock  (transfer) _ _ _  _ _ _ _ 

Do. 

2.  DEFENSE  TAX  RATES  MADE  PERMANENT 

In  the  first  Revenue  Act  of  1940,  the  rate  of  almost  every  excise  tax 
was  increased  by  the  defense  tax.  In  most  cases,  these  increases 
amounted  to  10  percent  of  the  then  existing  tax  rate.  These  defense 
tax  rate  increases  would  expire  under  existing  law  in  1945.  Because 
of  the  confusion  which  might  result  from  these  complexities,  the  bill 
makes  these  rate  increases  permanent. 

The  amendments  made  by  the  bill  to  the  existing  law  in  this  respect 
are  clerical  in  nature  and  do  not  change  the  rates  or  the  scope  of  the 
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taxes  involved.  For  convenience,  the  following  table  sets  out  the 
taxes  to  which  these  technical  changes  apply: 


Subject  of  tax 

Internal  Revenue  Code 
section 

1700  (b)  (1) . . 

1700  (o)  (1) _ _ 

1801 

1802  (a)  . 

1802  (hi 

1804 . . 

1800 . . . . . 

2000  (c)  (2) . . 

2700  (a). . . . 

3150  (a). . . . . 

3250  (a)  (1) . . 

8250  (b) . . . 

8260  (c) 

3250  (c)__ . . . . 

3250  (e)  (1) . . 

Do  _ 1 . . . 

3250  (e)  /.li  . . 

3250  (0  (1) _ _ 

3250  fjl 

3407.. . . 

3411 . . . . . 

3412  (a) . . 

3413 _ _ _ _ _ 

Transportation  of  oil  by  pipe  line . . 

3460  (a) . . . 

3481  (a)--- 

3482 . . . . 

Permanent 

rates 


11  percent. 

Do. 

11  cents. 

11  and  3  cents. 
6  and  6  cents. 

4  ppnfQ 

$1.10,  $3.30,  and 
$5.50. 

$3.25  and  $7.80. 
11  percent. 

$6. 

$110. 

$27.50. 

$110  and  $55. 
$55. 

$22. 

$220°and  $110. 
$55  and  $22. 

11  percent. 

3J4  percent. 

W2  cents. 
il/i  cents. 

41/2  percent. 

5  cents. 

65  cents. 


The  above  rates  include  the  basic  rates  imposed  by  the  indicated 
sections  of  the  Internal  Revenue  Code  and  the  defense  tax  imposed  by 
section  1650  (a). 

8.  INCREASES  IN  RATES  OF  EXISTING  EXCISE  TAXES 

The  bill  increases  the  rates  of  certain  excise  taxes  but  makes  no 
change  in  their  bases.  Other  existing  excise  tax  rates  are  increased  but 
there  are  also  changes  made  in  their  bases.  Such  changed  rates  and 
bases  will  be  discussed  in  the  next  part  of  this  report. 

Those  excise  taxes  with  respect  to  which  the  bill  makes  rate  increases 
only  are  listed  in  the  following  table,  along  with  the  pertinent  sections 
of  the  Internal  Revenue  Code,  the  rate  under  existing  law  and  the 
pate  under  the  bill: 


Subject  of  tax 

Internal  Revenue  Code 
section 

Rate  of  tax — 

Existing  law,  in¬ 
cluding  defense 
tax  rate 

Proposed 

law 

Playing  cards _ 

1807  (a)  _ 

13  cents. 

20  percent. 
$4. 

$3.75. 

$4. 

8  cents. 

24  cents. 

50  cents. 

4  cents. 

2 Vi  cents. 
2J4  cents. 

5  cents. 

9  cents. 

Safe-deposit,  boxes  _ 

1850  (a),  1650  (a) _ 

Distilled  spirits  _ 

2800  (a)  (1),  (g) _ 

$3  .. 

Brandy -  _  _ _ _ 

Imported  perfumes _ _ 

2800  (a)  (1),  (g) _ 

$2.75 _ _ 

2800  (a)  (3),  (g) 

$3 

Still  wines  ...  ... _ _ _ 

3030  (a)  (1)  (A),  3190_ 

Sparkling  wines  (natural) _ 

3030  (a)  (2),  3190  . 

18  cents _ 

30  cents _ 

Sparkling  wines  (artificial) _ 

3030  (a)  (2),  3190 

Liqueurs,  cordials,  etc _ _ _ 

3030  (a)  (2),  3190 _ 

Tires.. . . . .  ...  . . . 

Tubes . 

3400  (1),  1650  (a) _ _ 

3400  (2),  1650  (a) _ 

2  y>  cents  _ _ 

4  cents  . . 
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A  floor-stocks  tax  of  $1  per  proof-gallon  is  imposed  with  respect  to 
distilled  spirits  which  on  the  effective  date  of  this  bill  are  held  for  sale 
or  for  use  in  the  further  manufacture  or  production  of  any  article  in¬ 
tended  for  sale. 

A  like  floor-stocks  tax  is  imposed  upon  wines  at  rates  equal  to  the 
increases  in  tax  shown  in  the  above  table. 

Floor-stocks  taxes  are  imposed  upon  tires  and  tubes  held  for  sale  by 
anyone,  other  than  the  manufacturer,  on  the  effective  date  of  this 
bill.  The  floor-stocks  tax  rate  on  tires  is  2){  cents  per  pound  and  on 
tubes  4%  cents  per  pound.  These  rates  are  equal  to  the  increase  in 
taxes  on  these  articles  shown  in  the  above  table. 

4.  CHANGES  IN  BASIS  OF  COMPUTING  TAX  (RATES  INCREASED  IN  CERTAIN  CASES) 

In  addition  to  the  increases  made  by  the  bill  in  the  rates  of  the 
existing  excise  taxes  described  under  the  preceding  heading,  certain 
other  excise  taxes  undergo  a  change  of  base  and,  in  some  instances, 
an  increase  in  rate  as  well,  under  the  bill.  Those  existing  excises  with 
respect  of  which  a  change  of  base  only  is  made  are — 

Admission  tax. — The  existing  law  imposes  a  tax  on  admission  charges 
of  21  cents  or  more.  The  bill  taxes  admission  charges  of  10  cents  or 
more.  Your  committee  felt  it  desirable  to  provide  that  where  mem¬ 
bers  of  the  military  or  naval  forces,  or  the  Civilian  Conservation  Corps, 
are  admitted  free  or  at  reduced  rates,  the  tax  shall  apply  only  to  the 
amount  actually  paid  for  admission. 

Certain  admission  charges  exempted  from  tax  under  existing  law, 
however,  are  denied  exemption  under  the  bill.  The  principal  cate¬ 
gory  of  such  admission  charges  comprises  those  of  which  the  proceeds 
go  to  religious,  educational,  or  charitable  institutions  or  organizations. 
Your  committee  regards  these  exemptions  as  of  little  or  no  benefit 
to  such  institutions  or  organizations  and,  at  the  same  time,  as  a  source 
of  serious  administrative  difficulties  and  loss  of  revenue.  This  tax  is 
imposed  upon  the  person  admitted  and  not  the  organization. 

In  addition,  the  bill  would  repeal  a  provision  of  the  Department 
of  the  Interior  Appropriation  Act  (Public,  No.  136,  77th  Cong.,  1st 
sess.)  which  exempts  from  the  admission  tax  fees  for  admission  to 
national  parks  and  monuments. 

Cabarets,  roof  gardens,  etc.— Under  the  existing  law,  an  attempt  is 
made  to  segregate  from  the  total  charge  made  at  cabarets,  roof 
gardens,  and  similar  places  of  entertainment,  the  portion  attributable 
to  a  charge  for  admission,  where  such  charge  is  wholly  or  in  part 
included  in  the  patron’s  bill.  This  method  of  taxation  has  entailed 
serious  administrative  difficulties. 

To  obviate  these  difficulties,  the  bill  makes  the  total  charge  the  basis 
of  the  tax  and  applies  to  that  base  a  rate  of  5  percent,  in  lieu  of  the 
existing  rate  of  approximately  20  percent  of  the  portion  of  the  bill 
attributable  to  an  admission  charge.  Under  existing  law  the  tax 
is  upon  the  patron  but  the  owner  of  the  establishment  is  charged 
with  its  collection  and  payment  into  the  Treasury.  The  bill  places 
the  tax  directly  on  the  owner. 

Club  dues. — The  existing  law  taxes  club  dues  which  exceed  $25  a 
year.  The  bill  taxes  such  dues  if  they  exceed  $10  a  year. 

Furthermore,  the  bill  redefines  “club  dues”  so  that  they  include 
any  charge  for  social,  athletic,  or  sporting  privileges  or  facilities. 
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The  inclusion  of  such  charges  will  prevent  the  tax  avoidance  possible 
under  existing  law  by  the  practice  of  making  separate  charges  for  the 
various  privileges  and  facilities.  The  exemption  allowed  fraternal 
organizations  remains  unchanged. 

Those  existing  excise  taxes,  with  respect  to  which  both  a  change  in 
base  and  an  increase  in  rate  are  effected  by  the  bill,  are: 

Automobiles,  trucks,  busses,  and  parts. — The  rate  on  passenger 
automobiles  and  motorcycles  is  increased  from  3%  to  7  percent.  In 
addition,  trailers  suitable  for  use  with  passenger  automobiles  and 
motorcycles,  which  are  not  taxed  under  existing  law,  are  also  taxed  in 
this  category. 

The  rate  on  trucks  is  increased  from  2){  to  5  percent.  Busses  are 
made  taxable  under  this  category  rather  than  as  passenger  automo¬ 
biles.  In  addition,  truck  and  bus  trailers,  which  are  not  taxed  under 
existing  law,  are  made  taxable  at  the  5-percent  rate. 

The  tax  on  parts  or  accessories  is  increased  from  2}{  to  5  percent. 
Radios  are  excluded  from  the  list  of  automobile  accessories  since  they 
are  separately  taxed  at  a  higher  rate. 

Radios,  phonographs,  phonograph  records,  and  musical  instru¬ 
ments. — Under  existing  law  the  tax  applies  only  to  parts  and  acces¬ 
sories  for  radio  receiving  sets  and  combination  radio  and  phonograph 
sets.  This  category  has  been  expanded  to  include  completed  radio 
sets,  phonographs,  phonograph  records,  automobile  radios,  and 
musical  instruments. 

The  rate  of  tax  is  increased  from  5K  to  10  percent. 

Refrigerators,  refrigerating  apparatus,  and  air-conditioners. — Under 
existing  law  the  tax  on  mechanical  refrigerators  applies  only  to  those 
of  the  household  type  and  components  and  parts  thereof.  Under  the 
bill  this  tax  will  apply  to  all  mechanical  refrigerators  and  refrigerat¬ 
ing  units  whether  of  household  or  other  type.  In  addition,  self-con¬ 
tained  air-conditioning  units  and  their  components  are  added  to  this 
category. 

The  tax  rate  is  increased  from  5%  to  10  percent. 

Matches. — The  existing  law  taxes  only  fancy  wooden  matches  at  a 
rate  of  5%  cents  per  thousand.  The  bill  continues  this  tax  at  the 
same  rate  and  also  taxes  all  other  matches  at  a  rate  of  2  cents  per 
thousand. 

Telephone,  telegraph,  etc. — Under  existing  law  telephone-toll  charges, 
telegraph  messages,  and  radio  messages  are  taxed  separately  and  at 
different  rates.  Telephone-toll  charges  are  now  taxed  at  5,  15,  and 
20  cents  on  charges  of  from  50  cents  to  $1,  $1  to  $2,  and  over  $2,  re¬ 
spectively.  Telegraph  messages  are  now  taxed  at  5  percent  of  the 
amount  charged  and  radio  messages  at  10  cents  each. 

The  bill  places  these  three  types  of  services  in  the  same  category 
and  taxes  them  on  an  ad  valorem  basis.  Where  the  charge  is  more 
than  24  cents,  a  tax  of  5  cents  for  each  50  cents,  or  fraction  thereof, 
of  the  charge  is  imposed. 

The  5-percent  tax  on  leased  wires  and  talking  circuits  is  retained 
and  the  base  is  expanded  to  include  wire  services  such  as  teletypewriter 
service,  burglar  alarm  service,  news  ticker  service,  stock  quotation 
and  information  services,  and  the  like.  The  exemption  provided  by 
existing  law  for  the  services  of  this  type  utilized  by  a  common  carrier, 
telephone  or  telegraph  company,  or  a  radio  broadcasting  company  or 
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net  work  in  the  conduct  of  its  business  ns  such,  is  continued  bj  the 

bill. 

A  new  tax  of  5  percent  is  imposed  upon  the  amount  paid  for  local 
telephone  service,  excluding  amounts  paid  for  installation  and  upkeep. 

5.  NEW  EXCISE  TAXES 


In  addition  to  the  present  excise  taxes  your  committee  recommends 
the  adoption  of  the  following  new  levies: 

Soft  drinks.— A  tax  on  bottled  soft  drinks,  sold  by  the  bottler  or 
importer,  at  one-sixth  of  a  cent  per  bottle  for  bottles  selling  at  retail 
for  not  more  than  10  cents  per  bottle;  one-third  of  a  cent  for  a  bottle 
selling  for  from  11  to  20  cents;  and  one-half  of  a  cent  for  a  bottle 
selling  for  more  than  20  cents.  These  rates  apply  to  bottles  containing 
a  quart  or  less.  If  the  bottle  contains  more  than  a  quart,  the  tax 
is  6  percent  of  the  price  for  which  sold  by  the  bottler  or  importer. 

As  a  corollary  to  the  tax  on  bottled  beverages,  a  manufacturers’ 
excise  tax  of  6  cents  per  gallon  is  imposed  upon  finished  or  fountain 
syrups  sold  to  any  person  other  than  a  bottler,  and  a  tax  of  4  cents 
per  pound  is  imposed  upon  carbonic  acid  gas  sold  to  soda  fountains. 

Manufacturers’  excise  taxes. — Taxes  are  imposed  upon  the  following 
items  at  the  rate  of  10  percent  of  the  price  for  which  sold  by  the 
manufacturer,  producer,  or  importer: 


Subject  of  tax: 

Sporting  goods. 

Luggage. 

Electrical  appliances. 
Photographic  apparatus. 
Business  and  store  machines. 


Subject  of  tax — Continued. 

Rubber  products. 

Commercial  washing  machines. 
Optical  equipment  (not  including 
eyeglasses). 


Retailers’  excise  taxes. — The  bill  imposes  a  tax  of  10  percent  upon 
the  retail  sale  of  jewelry,  furs,  and  toilet  preparations.  The  tax  is 
placed  upon  the  retail  sale  rather  than  the  manufacturer’s  or  im¬ 
porter’s  sale  because  of  administrative  and  equitable  considerations. 
Manufacturers’  excise  taxes  upon  these  articles  have  been  imposed 
by  the  Federal  Government  in  the  past.  Such  a  tax  upon  toilet  prepa¬ 
rations  is,  in  fact,  imposed  by  existing  law.  Experience  has  proven, 
however,  that  under  such  taxes  evasion  is  substantial  and  inequitable 
competitive  situations  are  created. 

In  view  of  these  considerations  your  committee  is  convinced  of  the 
desirability  of  placing  these  taxes  upon  the  retail  sale.  The  manufac¬ 
turers’,  tax  on  toilet  preparations  is  repealed. 

Transportation  of  persons. — A  tax  of  5  percent  is  imposed  upon  the 
amount  paid  within  the  United  States  for  the  transportation  of  per¬ 
sons  by  rail,  motor  vehicle,  water,  or  air.  Transportation  by  motor 
vehicles  seating  less  than  10  persons  is  exempt.  Likewise,  the  bill 
exempts  amounts  paid  for  transportation  which  do  not  exceed  35 
cents,  amounts  paid  for  commutation  tickets  for  single  trips  of  less 
than  30  miles,  and  amounts  paid  for  commutation  tickets  for  1  month 
or  less. 

Coin  operated  amusement  and  gaming  devices.- — A  special  tax  of  $25 
per  year  is  imposed  for  each  slot  machine,  pinball  machine,  or  similar 
amusement  or  gaming  device  maintained  on  any  place  or  premises. 
The  tax  does  not  apply  with  respect  to  bona  fide  vending  machines. 
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Bowling  alleys ,  billiard  and  pool  tables. — A  special  tax  of  $15  per 
year  is  imposed  for  every  billiard  or  pool  table  and  every  bowling 
alley  except  those  in  private  homes. 

Outdoor  advertising. — A  special  tax  is  imposed  on  advertising  on 
billboards  or  other  structures  upon  real  property,  the  rate  of  which  is 
regulated  according  to  the  amount  of  advertising-space  area.  For 
each  billboard  having  an  advertising  space  of  not  over  300  square  feet 
the  tax  is  $5  per  annum;  for  such  space  amounting  to  more  than  300 
square  feet  and  not  more  than  600  square  feet,  the  tax  is  $8  per  annum; 
and  for  such  space  amounting  to  more  than  600  square  feet,  the  tax 
is  $11  per  annum.  The  tax  is  to  be  paid  by  the  lessor  of  billboards, 
with  respect  to  each  billboard  maintained  or  controlled  by  him.  How¬ 
ever,  if  such  lessor  discontinues  the  control  or  maintenance  of  a  bill¬ 
board  within  the  taxable  year  on  which  he  has  paid  tax,  and  later 
employs  another  billboard  of  the  same  tax  classification  as  the  one  on 
which  tax  was  paid  and  control  or  maintenance  of  which  was  discon¬ 
tinued,  then  with  respect  to  such  additional  billboard  no  tax  shall  be 
payable. 

Use  of  motor  vehicles. — An  annual  tax  of  $5  is  imposed  upon  the 
use  of  all  motor  vehicles  of  the  kind  chiefly  used  for  highway  trans¬ 
portation.  Consideration  was  given  by  the  committee  to  the  gradua¬ 
tion  of  the  tax  upon  some  such  basis  as  weight  or  horsepower.  The 
tax  is  conceived  of,  however,  as  essentially  a  privilege  tax  and  not  one 
to  which  the  principle  of  ability  to  pay  has  any  necessary  application. 
It  is  also  designed  to  reach  a  large  number  of  individuals  who  by 
reason  of  the  personal  exemptions  have  no  income-tax  liability.  In  a 
measure,  too,  it  accomplishes  the  objectives  of  the  advocates  of  the 
imposition  of  an  income  tax  return  filing  fee.  Graduation,  moreover, 
would  entail  administrative  difficulties  and  expense  out  of  proportion 
to  the  revenue  and  the  equitable  considerations  involved. 

Use  of  boats. — An  annual  tax  is  also  imposed  on  the  use  of  boats. 
The  tax  is  graduated  on  the  basis  of  the  over-all  length  of  the  boat, 
as  follows:  16  or  over  but  not  over  28  feet,  $5;  over  28  but  not  over  50 
feet,  $10;  over  50  but  not  over  100  feet,  $40;  over  100  but  not  over 
150  feet,  $100;  over  150  but  not  over  200  feet,  $150;  over  200  feet, 
$200. 

VI.  RADIO  BROADCASTING  STATIONS  AND  NETWORKS 

Your  committee  have  imposed  a  tax  for  calendar  years  beginning 
after  December  31,  1941,  upon  every  person  who  during  the  year 
operates  a  radio  broadcasting  station  or  engages  in  network  broad¬ 
casting. 

The  desirability  of  a  special  tax  on  radio  broadcasting  (distinct 
from  a  tax  on  advertising,  one  medium  for  which  is  radio)  is  indicated 
by  several  considerations. 

1 .  Radio  broadcasters  are  the  possessors  of  a  valuable  privilege 
awarded  to  them  free  of  charge,  on  the  condition  that  they  operate 
in  the  public  interest.  Because  of  the  technical  limitations  of  the 
broadcasting  band,  the  number  of  commercial  broadcasters  at  any 
one  time  is  for  all  practical  purposes  limited.  In  consequence,  the 
right  to  operate  a  broadcasting  station  in  particular  areas  carries  with 
it  a  measure  of  monopolistic  privilege  and  the  opportunity  for  an 
extremely  profitable  investment.  Through  the  exercise  of  that 
privilege  and  the  exploitation  of  that  opportunity,  many  broadcasters 
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make  substantial  profits  and  virtually  all  broadcasters  derive  less 
tangible  benefits  in  the  form  of  publicity  and  goodwill. 

2.  The  principal  operators  in  commercial  broadcasting  earn  high 
rates  of  return  on  relatively  small  investments.  They  possess  unusual 
taxpaying  ability  which,  in  view  of  the  Government’s  present  revenue 
requirements,  can  properly  be  subjected  to  special  taxation. 

3.  Radio  broadcasting  requires  public  regulation.  Such  regulation 
is  provided  at  public  expense,  with  great  benefit  to  the  industry  but 
without  any  special  costs  to  that  industry. 

The  tax  imposed  is  to  be  equal  to  a  given  percentage  of  net  time 
sales  made  during  the  year.  A  net  time  sale  is  in  effect  defined  as 
the  gross  amount  received  or  accrued  from  the  sale  of  radio  time,  not 
including  the  amount  of  any  commission  (not  to  exceed  15  percent 
of  the  gross  amount)  paid  to  or  deducted  by  an  advertising  agency, 
and  minus  any  amount  paid  by  the  taxpayer,  pursuant  to  the  sale 
by  him,  for  broadcasting  time  to  other  persons  operating  radio 
stations  or  engaged  in  network  broadcasting. 

Taxpayers  are  divided  into  three  classes,  with  rates  prescribed  as 
follows: 

(1)  If  the  net  time  sales  are  in  excess  of  $100,000,  but  not  in  excess 
of  $500,000,  5  percent. 

(2)  If  the  net  time  sales  are  in  excess  of  $500,000,  but  not  in  excess 
of  $1,000,000,  10  percent. 

(3)  If  the  net  time  sales  are  in  excess  of  $1,000,000,  15  percent. 

The  rate  prescribed  with  respect  to  each  class  of  taxpayer  is  appli¬ 
cable  to  the  entire  amount  of  the  net  time  sales  for  the  taxable  year. 
The  act  provides,  however,  that  the  liability  of  a  taxpayer  in  one 
classification  cannot  exceed  the  maximum  liability  under  the  next 
lower  classification,  plus  the  amount  of  the  taxpayer’s  net  time  sales 
in  excess  of  the  maximum  net  time  sales  taxable  imder  the  lower 
classification. 

For  example,  the  tax  in  the  case  of  a  taxpayer  with  net  time  sales 
of  $500,000  would  be  at  the  rate  of  5  percent  of  the  net  time  sales,  or 
$25,000.  Except  for  the  above  notch  provision,  if  the  net  time  sales 
were  $500,001,  the  rate  would  be  10  percent  of  the  net  time  sales, 
or  $50,001.10.  By  reason  of  the  notch  provision,  the  tax  in  the 
latter  case  would  be  $25,000  plus  the  net  time  sales  in  excess  of 
$500,000,  or  $1,  making  the  tax  in  the  latter  case  $25,001. 

If  the  net  time  sales  do  not  exceed  $100,000  no  tax  is  imposed. 

Detailed  Discussion  of  the  Provisions  of  the  Bill 
TITLE  I— INDIVIDUAL  AND  CORPORATION  INCOME  TAXES 
SECTION  101.  SURTAX  ON  INDIVIDUALS 

The  surtaxes  apply  upon  the  entire  surtax  net  income  and  hence 
the  exemption  from  surtax  of  the  first  $4,000  of  surtax  net  income 
found  in  existing  law  is  abolished.  The  lowest  surtax  bracket  rate 
is  5  percent  as  compared  with  4  percent  under  existing  law.  The 
surtaxes  are  increased  in  all  brackets  up  to  $750,000  and  from  that 
point  the  rates  of  existing  law  are  retained.  While  the  rates  attribu¬ 
table  to  surtax  net  income  in  excess  of  $750,000  are  not  increased, 
surtaxes  payable  by  taxpayers  in  these  upper  brackets  are  increased 
by  reason  of  the  higher  rates  in  the  lower  brackets. 
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SECTION  102.  SURTAX  ON  CORPORATIONS 

This  section,  adding  section  16  to  the  Internal  Revenue  Code, 
imposes  upon  all  corporations  (including  insurance  companies), 
except  nonresident  foreign  corporations  and  mutual  investment  com¬ 
panies  (the  latter  being  later  dealt  with  in  the  section),  a  surtax  of  5 
percent  upon  the  first  $25,000  of  corporation  surtax  net  income  and 
6  percent  upon  the  excess  of  such  income  over  $25,000.  Comple¬ 
mentary  amendments  are  made  to  sections  104  (b),  231  (b),  251  (c) 
(1),  and  261  (a).  Corporation  surtax  net  income  is  defined  as  net 
income  minus  the  credit  for  dividends  received  provided  in  section 
26  (b)  and  thus  includes  United  States  interest  in  the  tax  base. 

This  section  also  imposes  upon  mutual  investment  companies 
a  surtax  upon  Supplement  Q  surtax  net  income  of  such  companies  at 
rates  corresponding  to  those  imposed  upon  corporations  generally. 

SECTION  103.  INCOME  DEFENSE  TAX  MADE  PERMANENT 

This  section  makes  permanent  the  defense  tax  imposed  by  section 
15  of  the  Internal  Revenue  Code  as  added  by  section  201  of  the 
Revenue  Act  of  1940. 

SECTION  104.  TAX  ON  NONRESIDENT  ALIEN  INDIVIDUALS 

Under  existing  law  a  nonresident  alien  individual  not  engaged  in 
business  within  the  United  States,  and  not  having  an  office  or  place 
of  business  therein,  is  taxed  only  upon  dividends,  interest,  and  other 
fixed  or  determinable  annual  or  periodical  income  from  sources  within 
the  United  States  and  at  the  rate  of  16%  percent.  This  rate  may  be 
reduced  under  existing  law  to  5  percent  in  the  case  of  a  resident  of 
a  contiguous  country  if  so  provided  by  treaty  with  such  country. 
Section  104,  amending  section  211  (a)  (1)  of  the  Code,  increases  such 
rate  to  25  percent  (in  effect  increased  to  27%  percent  through  the 
defense  tax  imposed  by  section  15),  which  corresponds  to  the  propor¬ 
tionate  increase  in  burden  imposed  upon  American  citizens  and 
residents  by  the  increase  in  income  taxes  under  the  bill. 

Under  existing  law,  if  such  a  nonresident  alien  individual  has  a 
gross  income  of  more  than  $24,000,  which  is  the  level  at  which  the 
average  effective  rate  equals  16%  percent,  he  is  subject  to  the  full 
normal  tax  and  surtax  on  his  fixed  or  determinable  annual  or  period¬ 
ical  income.  The  bill  adjusts  this  figure  of  $24,000  to  $23,S00,  at 
which  under  the  bill  there  is  reached  approximately  an  effective  rate 
of  27%  percent.  Nonresident  aliens  engaged  in  business  in  the  United 
States,  or  having  an  office  or  place  of  business  therein,  are  subject  to 
the  same  rates  as  apply  to  American  citizens,  but  only  with  respect 
to  income  from  sources  within  the  United  States.  They  will  therefore 
be  subject  to  the  increase  in  tax  applicable  to  American  citizens. 

The  rates  thus  imposed  in  the  case  of  nonresident  alien  individuals 
do  not  apply  in  any  case  where  their  application  would  be  contrary 
to  any  treaty  obligation  of  the  United  States  (sec.  106).  Under  the 
provisions  of  section  107  these  rates  may  be  reduced  in  th*  case  of 
residents  of  any  country,  including  foreign  colonies  and  possessions,  in 
North,  Central,  or  South  America,  or  in  the  West  Indies  or  of  New¬ 
foundland  to  5  percent  if  so  provided  by  treaty  with  such  country. 
For  the  purposes  of  the  section  the  Bermuda  Islands  are  considered  as 
included  in  the  West  Indies. 
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SECTION  105.  TAX  ON  FOREIGN  CORPORATIONS 

This  section  amends  section  231  of  the  Code  to  increase  tax  imposed 
upon  foreign  corporations  not  engaged  in  trade  or  business  in  the 
United  States  and  not  having  an  office  or  place  of  business  therein 
from  15  to  25  percent  (27 >2  percent  with  the  addition  of  the  10  percent 
defense  tax).  The  increase  is  commensurate  with  the  increase  in 
the  tax  burden  imposed  upon  domestic  corporations. 

SECTION  106.  WITHHOLDING  OF  TAX  AT  SOURCE 

This  section  provides  for  withholding  of  the  tax  at  the  source  (by 
means  of  which  the  tax  in  the  case  of  nonresident  aliens  is  very  largely 
collected)  at  the  rate  of  27%  percent  instead  of  16%  percent  under 
existing  law.  The  rate  of  27%  percent  represents  the  combined 
effective  rate  of  tax  imposed  by  section  211  (a)  (1)  (A)  after  its  amend¬ 
ment  by  section  104  of  this  bill  and  by  section  15  of  the  Code  (defense 
tax).  The  increased  rates  of  withholding  will  not  go  into  effect  until 
the  10th  day  after  the  enactment  of  the  act  in  order  to  afford  a  reason¬ 
able  period  within  which  withholding  agents  will  be  informed  of  the 
higher  rates  applicable  to  payments  made  to  nonresident  aliens  or 
nonresident  foreign  corporations. 

SECTION  107  (TREATY  OBLIGATIONS)  AND  SECTION  108  (REDUCTION  IN 

PURSUANCE  OF  TREATIES  OF  RATES  OF  TAX  AND  WITHHOLDING  ON 

NONRESIDENT  ALIEN  INDIVIDUALS  RESIDENT  IN,  AND  CORPORATIONS 

ORGANIZED  UNDER  LAWS  OF,  WESTERN  HEMISPHERE  COUNTRIES) 

The  effect  of  these  sections  and  their  general  relation  to  the  taxation 
of  nonresident  alien  individuals  have  already  been  treated  under 
section  104.  Section  108  also  authorizes  reduction  bv  treaty  in  the 
rate  of  taxation  and  of  withholding  with  respect  to  dividends  derived 
from  sources  within  the  United  States  by  nonresident  foreign  corpora¬ 
tions  organized  under  the  laws  of  any  country  in  North,  Central,  or 
South  America,  or  in  the  West  Indies,  or  of  Newfoundland. 

SECTION  109.  DEFENSE  TAX  ON  PERSONAL  HOLDING  COMPANIES  AND 
TRANSFERS  TO  AVOID  INCOME  TAX  MADE  PERMANENT 

This  section  makes  permanent  the  defense  tax  imposed  upon 
personal  holding  companies  by  section  203  of  the  Revenue  Act  of  1940 
and  upon  transfers  to  avoid  income  tax  by  section  208  of  the  Revenue 
Act  of  1940. 


SECTION  110.  CREDIT  FOR  DEPENDENTS 

Section  110  of  the  bill  amends  section  25  (b)  (2)  of  the  Internal 
Revenue  Code  relative  to  the  credit  for  dependents. 

In  the  case  of  the  head  of  a  family  or  a  married  person  living  with 
husband  or  wife,  the  existing  law  provides  as  a  credit  against  net 
income  a  personal  exemption  of  $2,000  plus  $400  for  each  dependent 
other  than  husband  or  wife.  Under  these  provisions,  a  married  person 
living  with  husband  or  wdfe  and  having  no  dependents  receives  as  a 
maximum  credit  the  personal  exemption  of  $2,000.  On  the  other 
hand,  an  unmarried  person  maintaining  a  home  for  a  person  who  also 
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qualifies  as  a  dependent  may  receive  a  personal  exemption  of  $2,000 
plus  the  credit  of  $400  for  such  dependent,  or  a  total  credit  of  $2,400. 
The  proposed  legislation  disallows  the  credit  for  one  dependent  in 
cases  where  the  taxpayer’s  status  as  head  of  a  family  is  occasioned 
solely  by  the  existence  of  one  or  more  of  such  dependents.  The 
amendment  will  not  affect  any  case  except  one  in  which  the  taxpayer 
occupies  the  status  as  head  of  a  family  solely  by  reason  of  the  exist¬ 
ence  of  a  person  for  whom  he  is  also  entitled  to  the  credit  for  a  depend¬ 
ent.  For  instance,  it  will  not  operate  to  reduce  the  credit  in  the  case 
where  a  widower  is  maintaining  a  home  for  two  children,  only  one  of 
whom  qualifies  as  a  dependent.  In  such  case,  the  status  as  head  of  a 
family  is  not  occasioned  solely  by  existence  of  the  child  in  respect  of 
whom  the  credit  of  $400  is  allowed  and  consequently  the  taxpayer 
may  be  entitled  to  the  personal  exemption  of  $2,000  plus  the  $400 
credit,  or  a  total  of  $2,400,  the  same  as  under  existing  law. 

SECTION  111.  JOINT  RETURNS  OF  HUSBAND  AND  WIFE 

Section  111  of  the  bill  amends  sections  25  (a)  (4),  25  (b)  (3),  47 
(c),  47  (e),  51,  and  142  (a)  of  the  Internal  Revenue  Code,  and  adds 
new  sections  278  and  300  to  the  code. 

The  section  provides  that  a  husband  and  wife  living  together  at  any 
time  during  their  “joint  taxable  year”  shall  report  their  income  in  a 
single  return  made  by  them  jointly,  and  that  the  tax  shall  be  computed 
on  their  aggrega  te  income. 

An  individual  is  only  required  to  participate  in  a  joint  return  if  he 
is  “living  with  husband  or  wife”  at  some  time  during  a  joint  taxable 
year.  This  term  is  intended  to  have  a  broad  application.  It  does 
not  require  that  a  husband  and  wife  live  under  the  same  roof.  They 
are  considered  to  be  living  together  in  any  case  where  they  have  nol 
separated  with  intent  to  abandon  permanently  the  marital  relationship, 
whether  or  not  the  husband  makes  his  home  at  one  place  and  the  wife 
at  another  place. 

It  is  provided  that  no  joint  return  shall  be  made  if  one  spouse  is  a 
nonresident  alien  individual  taxable  under  section  211  (a). 

If  one  spouse  has  no  item  of  gross  income,  deduction,  or  credit 
appearing  on  the  joint  return,  such  spouse  is  not  required  to  sign  or 
swear  to  such  return.  A  return  signed  by  only  one  spouse  is  never¬ 
theless  a  joint  return.  In  order  to  obtain  a  foreign-tax  credit,  in  the 
case  of  a  joint  return,  both  husband  and  wife  must  make  the  required 
election  in  the  manner  prescribed  by  law. 

Either  spouse  may  elect,  imder  rules  and  regulations  prescribed 
by  the  Commissioner  with  the  approval  of  the  Secretary,  to  have  the 
liability  for  the  tax  on  aggregate  income  apportioned  between  the 
spouses  rather  than  to  have  such  liability  joint  and  several.  In 
such  case,  the  tax  upon  the  aggregate  income  is  apportioned  between 
husband  and  wife  in  the  ratio  which  a  tax  computed  upon  the  sep¬ 
arate  income  of  each  bears  to  the  sum  of  such  taxes  computed  upon 
their  separate  incomes.  If  a  spouse  has  elected  on  the  joint  return 
to  have  the  benefits  of  any  deduction  or  credit,  such  spouse  must 
compute  his  separate  tax,  for  purposes  of  the  allocation,  in  conformity 
with  such  election.  Appropriate  provision  has  been  made  to  insure 
that  the  credits  for  foreign  taxes  and  for  taxes  withheld  at  the  source 
allowable  against  the  tax  on  aggregate  income  shall  be  applicable  in 
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reduction  of  the  tax  liability  of  the  spouse  to  whom  they  are  at¬ 
tributable. 

A  husband  and  wife  are  required  jointly  to  make  a  return  of  income 
on  the  basis  of  a  “joint  taxable  year.”  In  general,  any  taxable  year 
in  which  a  husband  and  wife  live  together  constitutes  such  a  joint 
taxable  year,  but  the  term  does  not  embrace  a  taxable  year  in  which 
the  marriage  occurs,  a  taxable  year  during  the  whole  of  which  the 
spouses  did  not  live  together,  or,  if  no  joint  taxable  year  has  previously 
been  established,  the  taxable  year  during  which  a  husband  and  wife 
previously  separated  are  reconciled.  Appropriate  provision  has  been 
made  to  deal  with  the  situation  which  arises  in  the  few  cases  where 
one  of  the  spouses  makes  a  return  on  a  fiscal-year  basis. 

The  joint  taxable  year  of  a  husband  and  wife  is  automatically 
terminated  upon  the  date  of  their  divorce  or  legal  separation  or  upon 
the  date  of  the  annulment  of  their  marriage;  and  for  the  purposes 
of  this  section  a  marriage  terminated  by  annulment  is  deemed  to  be  a 
valid  marriage  from  the  date  of  such  marriage  to  the  date  of  the 
decree  of  annulment.  The  termination  of  the  joint  taxable  year  in 
such  case  does  not,  however,  alter  the  annual  accounting  period  of 
such  husband  or  wife  previously  established  under  this  section. 
Separate  returns  are  required  for  the  period  from  the  date  of  termina¬ 
tion  of  the  joint  taxable  year  to  the  close  of  such  accounting  period. 
A  joint  taxable  year  is  not  terminated  automatically  by  the  death  of 
one  of  the  spouses.  In  such  a  case  the  surviving  spouse  and  the  de¬ 
cedent’s  personal  representative  are  required  to  file  a  joint  return  for 
the  full  taxable  year  in  which  the  death  occurred.  In  such  a  return 
there  is  to  be  included  the  income  of  the  decedent  and  the  surviving 
spouse  for  the  entire  joint  taxable  year,  and  the  personal  exemption 
of  a  husband  and  wife  for  an  entire  taxable  year  is  allowed. 

Section  25  (a)  (4)  (C),  relating  to  the  definition  of  earned  net  income, 
is  amended  to  provide  that,  in  the  case  of  a  husband  and  wife  making  a 
joint  return,  the  net  income  of  each  up  to  and  including  $3,000  shall 
in  every  case  be  considered  earned  income,  and  that  in  the  case  of  each 
the  compensation  for  services  actually  rendered  may  be  considered  as 
earned  income  to  the  extent  of  $14,000.  The  earned  net  income  of  the 
husband  and  the  earned  net  income  of  the  wife  are  to  be  added  together 
and  10  percent  of  such  earned  net  income,  but  not  in  excess  of  10 
percent  of  the  aggregate  net  income,  is  allowable  as  a  credit  for  the 
purposes  of  the  normal  tax. 

Section  25  (b)  (3)  is  amended  to  provide  that  in  every  case  where  a 
husband  and  wife  are  required  to  make  a  joint  return  for  any  taxable 
year,  they  shall  be  entitled  to  a  personal  exemption  of  $2,000  for  such 
taxable  year. 

In  the  case  of  any  short  period  for  which  a  return  is  required  under 
the  provisions  of  section  51,  section  47  (c)  is  amended  to  provide  that 
the  income  shall  be  placed  on  an  annual  basis,  and  a  complementary 
amendment  is  made  to  section  47  (e)  to  prevent  the  reduction  of 
credits  in  such  cases.  It  is  provided  that  the  net  income  may  be 
placed  on  an  annual  basis  by  a  method  other  than  that  described  in 
section  47  (c),  where  the  Commissioner  determines  that  such  other 
method  would  more  clearly  reflect  the  income. 

Section  142  (a),  dealing  with  the  requirements  for  filing  fiduciary 
returns,  is  amended  to  conform  to  the  changes  made  in  section  51  (a) 
in  connection  with  individual  returns. 
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Section  111  (h)  of  the  bill  adds  to  the  Internal  Revenue  Code  a 
new  section  designated  section  278  and  applicable  only  to  cases  in 
which  the  tax  on  aggregate  income  is  apportioned  under  the  provisions 
of  section  51  (b).  If  the  Commissioner  determines  a  deficiency  or  an 
overpayment  in  respect  of  the  tax  liability  of  one  spouse,  the  section 
provides  at  least  1  year  for  the  adjustment  of  the  tax  liability  of 
the  other  spouse  with  respect  to  any  overpayment  or  deficiency  which 
results  solely  from  the  reapportionment  occasioned  by  the  Commis¬ 
sioner’s  determination.  The  1-year  period  begins  to  run  from  the 
date  of  the  Commissioner’s  determination  which,  in  the  case  of  an 
overpayment,  is  the  date  of  signing  of  the  schedule  of  overassessments 
by  the  Commissioner  and,  in  the  case  of  a  deficiency,  is  the  date  of 
mailing  of  the  statutory  notice  of  deficiency  or,  if  no  such  notice  is 
mailed,  the  date  upon  which  the  Commissioner  signs  the  schedule  of 
assessments. 

The  Internal  Revenue  Code  is  amended  by  adding  a  new  section  300, 
which  provides  that  if  there  is  an  addition  to  the  tax  on  aggregate 
income  for  willful  neglect  in  failing  to  make  a  return,  or  for  negligence 
or  fraud  in  connection  with  a  deficiency,  in  the  case  of  a  husband  and 
wife  required  to  make  a  joint  return,  and  but  one  spouse  is  responsible 
for  such  neglect,  negligence,  or  fraud,  such  spouse  only  shall  be  liable 
for  the  payment  of  such  addition  to  the  tax.  If  both  spouses  are 
responsible  in  any  degree,  the  liability  for  such  additions  to  the  tax 
will  be  joint  and  several,  unless  the  tax  on  the  aggregate  income  is  ap¬ 
portioned  under  section  51  (b)  (2),  in  which  case  the  additions  will  be 
allocated  in  accordance  with  the  method  of  apportionment  set  forth 
in  that  subsection. 

The  penalty  for  failure  to  file  a  return  is  a  percentage  of  the  entire  amount  of 
the  tax  on  aggregate  income  (computed  after  the  allowance  of  the  foreign  tax 
credit  and  credit  for  taxes  withheld  at  source)  and  the  penalty  for  negligence  or 
fraud  is  a  percentage  of  the  entire  amount  of  the  increase  in  the  tax  on  aggregate 
income. 

The  same  section  also  provides  that  a  spouse  who  has  no  gross 
income  shall  not  in  any  case  be  liable  for  an  addition  to  the  tax  on 
aggregate  income  based  upon  a  failure  to  make  a  return,  since,  in  such 
a  case,  a  return  will  be  required  solely  because  of  income  attributable 
to  the  other  spouse. 

SECTION  112.  NON-INTEREST-BEARING  OBLIGATIONS  ISSUED  AT 

DISCOUNT 

This  section  provides  that  any  taxpayer  who  owns  any  non-interest- 
bearing  obligations  issued  at  a  discount  and  redeemable  for  fixed 
amounts  increasing  at  stated  intervals  and  wdio,  under  the  method  of 
accounting  used  by  him  in  computing  his  net  income,  is  not  permitted 
to  report  the  increment  in  value  of  such  obligations  as  it  accrues, 
may,  at  his  election,  treat  such  increment  in  value  as  constituting 
income  to  him  in  the  year  in  which  it  accrues  rather  than  in  the  year 
in  which  the  obligations  are  disposed  of,  redeemed,  or  paid  at  maturity. 
Under  existing  law  a  taxpayer  on  the  accrual  basis  who  owns,  for  ex¬ 
ample,  non-interest-bearing  United  States  defense  bonds  is  required 
to  report  the  increment  as  it  accrues,  whereas  a  taxpayer  on  the  cash 
basis  who  owns  such  defense  bonds  is  required  to  treat  the  entire  in¬ 
crement  in  value  as  being  income  received  in  the  year  of  redemption  or 
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maturity.  Therefore,  with  respect  to  such  non-interest-bearing 
United  States  defense  bonds,  the  effect  of  this  section  is  to  extend,  at 
the  election  of  the  taxpayer,  the  accrual  method  to  a  taxpayer  on  the 
cash  basis,  but  only  for  tbe  limited  purpose  of  reporting  the  increment 
in  value  of  such  bonds  as  it  accrues. 

The  election  provided  for  in  this  section  must  be  made  in  the  tax¬ 
payer’s  return,  and  may  be  made  for  any  taxable  year  beginning  after 
December  31,  1940.  When  so  made  with  respect  to  any  obligation, 
the  election  shall  apply  also  to  all  obligations  of  the  type  described 
in  this  section  owned  by  the  taxpayer  or  thereafter  acquired  by  him. 
The  election  applies  to  the  taxable  year  for  which  such  return  is  filed 
and  is  binding  for  all  subsequent  taxable  years  unless  the  Commis¬ 
sioner  permits  the  taxpayer,  subject  to  such  conditions  as  the  Com¬ 
missioner  deems  necessary,  to  change  to  a  different  method  of  report¬ 
ing  income  from  such  bonds.  Although  the  election,  once  made,  is 
binding  upon  the  taxpayer,  it  would  not  apply  to  a  transferee  of  such 
taxpayer.  For  example,  A,  on  the  cash  basis,  buys  non-interest- 
bearing  United  States  defense  bonds  in  1942  and  elects  in  his  return 
for  1942  to  treat  the  increment  in  value  as  being  income  to  him  as  it 
accrues.  In  1943  A  dies  and  bequeaths  such  bonds  to  B,  who  is  also 
on  the  cash  basis.  B  is  not  bound  by  A’s  election,  but  he  may,  if  he 
so  desires,  make  an  election  under  this  section  with  respect  to  the 
increment  in  value  accruing  after  the  acquisition  of  such  bonds  by  him. 
If  B  had  previously  made  an  election  under  this  section,  such  election 
would  apply  to  the  bonds  acquired  from  A. 

In  any  case  in  which  an  election  is  made  under  this  section,  the 
amount  considered  to  accrue  in  any  taxable  year  to  which  the  election 
applies  is  measured  by  the  actual  increases  in  the  redemption  price 
occurring  in  that  year.  Such  amount  shall  not  be  considered  to  accrue 
ratably  between  the  dates  on  which  the  redemption  price  changes. 
Thus,  if  two  dates  on  which  the  redemption  price  increases  fall  within 
the  taxable  year  and  if  the  redemption  price  increases  in  the  amount 
of  50  cents  on  each  such  date,  the  amount  deemed  to  accrue  in  that 
year  would  be  $1.  The  preceding  sentence,  however,  is  subject  to 
an  exception  in  the  case  of  the  first  taxable  year  to  which  the  election 
applies.  If  at  the  beginning  of  the  first  taxable  year  to  which  the 
election  applies  the  taxpayer  owns  non-interest-bearing  bonds  of  the 
prescribed  character  acquired  prior  thereto,  he  is  required  to  report  in 
such  year,  in  addition  to  the  increases  in  the  redemption  price  actually 
falling  within  that  year,  the  total  of  the  increases  in  such  price  occur¬ 
ring  between  the  date  of  acquisition  and  the  beginning  of  such  year. 
Accordingly,  if  a  taxpayer  on  the  calendar  year  basis  makes  an  election 
under  this  section  for  1944  and  if  the  taxpayer  had  purchased  his 
bonds  in  1940,  he  would  be  required  to  include  in  his  gross  income 
for  the  taxable  year  1944  the  total  of  the  increases  in  the  redemption 
price  of  such  bonds  occurring  between  the  acquisition  in  1940  and 
December  31,  1944. 

SECTION  113.  INFORMATION  RETURNS  WITH  RESPECT  TO  FEDERAL 

OBLIGATIONS 

As  a  consequence  of  the  elimination  of  tax  exemption  with  respect 
to  Federal  obligations  brought  about  by  the  Public  Debt  Act  of  1941, 
section  113  of  the  bill  repeals,  prospectively,  section  147  (d)  of  the 
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Internal  Revenue  Code,  which  made  inapplicable  to  interest  on  obli¬ 
gations  of  the  United  States  those  provisions  of  law  relating  to  secur¬ 
ing  information  at  the  source.  Section  113  also  makes  a  comple¬ 
mentary  amendment  to  section  147  (b).  Such  amendments  will 
enable  the  Commissioner  to  prescribe  regulations  requiring  such 
information  with  respect  to  interest  on  United  States  obligations  as 
he  may  deem  necessary  in  the  interest  of  good  administration  of  the 
income  tax  laws.  Section  113  is  to  take  effect  on  the  day  following 
the  enactment  of  the  bill. 

SECTION  114.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  APPLICABLE 

The  amendments  relative  to  individual  and  corporation  income 
taxes  made  by  this  title,  except  the  amendments  made  by  section  106 
(withholding  of  tax  at  source)  and  section  113  (information  returns 
with  respect  to  Federal  obligations),  are  applicable  only  with  respect 
to  taxable  years  beginning  after  December  31,  1940. 

TITLE  II— EXCESS  PROFITS  TAX 
SECTION  201.  EXCESS  PROFITS  TAX  RATES  AND  CREDITS 

Section  201  (a)  increases  the  existing  excess-profits  rates  and 
adds  a  special  rule  for  the  imposition  of  tax  in  certain  cases  where  the 
invested  capital  credit  is  used.  Section  201  (b)  of  the  bill  also  amends 
section  714  of  the  present  law  by  reducing  tbe  credit  with  respect  to 
corporations  using  the  invested  capital  method  in  cases  where  the 
invested  capital  exceeds  $5,000,000.  In  such  cases,  the  invested 
capital  credit  is  reduced  from  8  to  7  percent  of  the  excess  of  the  in¬ 
vested  capital  over  $5,000,000.  The  technical  features  of  the  amend¬ 
ment  made  by  section  201  (a)  of  the  bill  are  discussed  below. 

RATES  IN  GENERAL 

Section  710  (a)  of  the  present  law,  relating  to  the  imposition  of  the 
excess-profits  tax,  is  amended  by  section  201  (a)  of  the  bill  to  provide 
for  the  increased  rates  of  tax,  which  are  set  forth  in  the  table  in  section 
710  (a)  (1),  and  for  the  addition  of  two  new  paragraphs  constituting 
section  710  (a)  (2)  and  (3),  which  set  forth  the  special  rule,  and  limi¬ 
tations  thereon,  for  the  imposition  of  the  tax  in  certain  cases  where  the 
invested  capital  credit  is  used.  Section  710  (a)  (4),  relating  to  the 
application  of  the  rates  of  tax  in  case  of  certain  exchanges,  is  the  same 
as  section  710  (a)  (2)  of  the  present  law  except  for  the  renumbering  of 
the  paragraph  to  (4). 

Section  710  (a)  (1)  states  the  general  rule  for  the  imposition  of  the 
excess-profits  tax  and  the  rates  under  which  corporations  using  the 
income  credit  will  determine  the  tax.  These  rates  begin  at  35  percent 
upon  adjusted  excess  profits  net  income  of  not  more  than  $20,000  and 
increase  upon  a  graduated  scale  to  60  percent  upon  the  amount  of 
adjusted  excess  profits  net  income  in  excess  of  $500,000.  The  rates 
of  tax  set  forth  in  section  710  (a)  (1)  represent  an  increase  of  10  per¬ 
centage  points  in  each  rate  bracket  as  compared  with  the  rates  under 
the  present  law  which  run  from  25  percent  to  50  percent. 
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SPECIAL  RULE  IN  CERTAIN  CASES  WHERE  INVESTED  CAPITAL  CREDIT  IS  USED 

Section  710  (a)  (2)  provides  a  special  rule  for  the  measure  of  the 
excess-profits  tax  in  the  case  of  corporations  which  are  entitled  to  use 
either  the  invested  capital  credit  or  the  income  credit  in  computing 
the  tax  under  section  710  (a)  (1)  and  for  which  the  use  of  the  invested 
capital  credit  would  be  more  advantageous.  Section  710  (a)  (3) 
limits  the  application  of  section  710  (a)  (2)  to  only  those  cases  where 
the  amount  of  tax  computed  under  the  special  rule  will  not  be  more 
than  the  amount  of  the  tax  computed  under  the  general  rule  of  section 
710  (a)  (1)  with  the  use  of  the  income  credit. 

Section  710  (a)  (2)  subjects  to  tax  that  portion  of  excess-profits 
net  income  (determined  under  the  income  credit  method)  which  would 
be  taxed  if  such  corporation  used  the  income  credit  but  which  escapes 
the  present  excess-profits  tax  when  computed  with  the  use  of  the 
invested  capital  credit.  The  excess-profits  tax  imposed  upon  such 
corporations  by  section  710  (a)  (2)  is  therefore  composed  of  the 
following  two  parts,  of  which  it  is  the  sum: 

(1)  An  amount  determined  under  section  710  (a)  (1)  with  the 
use  of  the  credit  provided  in  section  714,  plus 

(2)  Ten  percent  of  the  amount,  if  any,  by  which — 

(a)  the  adjusted  excess-profits  net  income  computed  with 
the  use  of  the  credit  under  section  713  and  with  the  excess- 
profits  credit  carry-over  which  would  be  available  for  the 
taxable  year  if  the  excess-profits  credit  applicable  to  each  of 
the  preceding  taxable  years  for  winch  tax  is  imposed  by 
subchapter  E  had  been  the  excess-profits  credit  computed 
under  section  713,  exceeds 

(b)  the  adjusted  excess-profits  net  income  computed  with 
the  use  of  the  credit  under  section  714. 

The  tax  computed  under  section  710  (a)  (2)  is  imposed  only  upon 
the  corporations  specified  therein,  subject  to  the  further  limitation  of 
section  710  (a)  (3)  that  if  the  tax  determined  under  section  710  (a)  (1) 
is  less  than  the  tax  determined  under  section  710  (a)  (2),  section  710 
(a)  (2)  shall  not  he  applicable.  Except  where  this  limitation  operates 
or  where  the  taxpayer  disclaims  the  use  of  the  invested  capital  credit, 
every  corporation  which  is  qualified  to  compute  its  excess-profits 
credit  under  either  section  713  (income  credit)  or  section  714  (invested 
capital  credit)  and  which  has  an  adjusted  excess-profits  net  income 
computed  with  the  use  of  the  income  credit  but  has  a  lower  adjusted 
excess-profits  net  income,  or  none  at  all,  when  the  invested  capital 
credit  is  used,  is  required  to  compute  the  excess-profits  tax  under 
section  710  (a)  (2).  Where  the  use  of  a  credit  is  referred  to  in  section 

710  (a)  (2),  the  reference  is  to  the  use  of  such  credit  with  the  excess- 
profits  net  income  computed  in  accordance  with  that  credit;  for 
example,  the  use  of  the  credit  under  section  714  with  the  excess-profits 
net  income  computed  with  the  adjustments  provided  in  section 

711  (a)  (2). 

An  example  of  the  computation  of  the  tax  under  section  710  (a) 
(2)  is  as  follows:  Suppose  a  domestic  corporation  in  existence  since 
December  31,  1935,  and  reporting  on  a  calendar  year  basis  has,  for 
1941,  an  excess-profits  net  income  of  $355,000  computed  under  either 
the  income  or  the  invested  capital  methods,  an  excess-profits  credit 
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computed  under  section  713  of  $100,000  and  an  excess-profits  credit 
computed  under  section  714  of  $300,000,  with  no  excess-profits  credit 
carry-over.  The  adjusted  excess-profits  net  income  of  the  corporation 
would  be  determined  as  follows: 


1.  Income  method: 

Excess-profits  net  income _ $355,  000 

Less: 

Specific  exemption _  $5,  000 

Excess-profits  credit  under  sec.  713 _  100,  000 

— - -  105,  000 


Adjusted  excess-profits  net  income  computed  on  the  income 


method _  250,  000 


2.  Invested  capital  method: 

Excess-profits  net  income _  355,  000 

Less: 

Specifie  exemption _  $5,  000 

Excess-profits  credit  under  sec.  714 _  300,  000 

-  305,  000 


Adjusted  excess-profits  net  income  computed  on  the  invested 
capital  method _ _ _  50,  000 

Since  the  use  of  the  invested  capital  credit  produces  the  lower 
adjusted  excess-profits  net  income,  the  corporation  is  subject  to  the 
tax  computed  under  section  710  (a)  (2).  Its  excess-profits  tax  will 
therefore  be  $39,000,  computed  as  the  sum  of  the  following  two 
amounts: 


1.  Amount  determined  u  ider  the  rates  of  sec.  710  (a)  (1)  upon  adjusted 

excess-profits  net  income  computed  with  the  use  of  the  invested 
capital  credit _  $19,  000 

2.  10  percent  of  the  excess  of  adjusted  excess-profits  net  income  computed 

with  the  use  of  the  income  credit  over  adjusted  excess-profits  net 
income  computed  with  the  use  of  the  invested  capital  credit  (10 
percent  of  $200,000,  i.  e.,  $250,000  less  $50,000) _  20,  000 


In  computing  the  amount  under  section  710  (a)  (2)  (B),  if  there 
is  no  adjusted  excess-profits  net  income  computed  with  the  use  of 
the  invested  capital  credit,  that  is,  if  the  invested  capital  credit, 
plus  the  $5,000  exemption  plus  the  carry-over,  equals  or  exceeds  the 
excess-profits  net  income  under  section  711  (a)  (2),  the  10  percent 
is  computed  on  the  excess  of  the  adjusted  excess-profits  net  income 
under  the  income  method  over  zero.  For  example,  if  in  the  illustra¬ 
tion  above,  the  excess-profits  net  income  were  $255,000  instead  of 
$355,000,  the  excess-profits-tax  for  1941  would  be  10  percent  of 
$150,000,  the  excess  of  the  adjusted  excess  profits  net  income  under  the 
income  method  ($255,000  less  $5,000  less  $100,000)  over  zero.  (Since 
there  is  no  adjusted  excess-profits  net  income  computed  with  the  use  of 
the  credit  under  section  714,  there  is  no  amount  determined  under 
sec.  710  (a)  (2)  (A)  which  will  constitute  a  part  of  the  tax.)  If, 
however,  there  is  no  adjusted  excess-profits  net  income  computed 
with  the  use  of  the  income  credit,  that  is,  if  the  income  credit,  plus 
the  $5,000  exemption  plus  the  carry-over,  equals  or  exceeds  the 
excess-profits  net  income  under  section  711  (a)  (1),  section  710  (a)  (2) 
is  not  applicable  at  all. 

In  computing  the  adjusted  excess-profits  net  income  for  the  purposes 
of  section  710  (a)  (2)  (B)  (i),  the  adjusted  excess-profits  net  income  is 
computed  with  the  use  of  the  credit  under  section  713  and  with  the 
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excess-profits  credit  carry-over  which  would  be  available  for  the 
taxable  year  if  the  excess-profits  credit  applicable  to  each  of  the 
preceding  excess-profits  tax  taxable  years  had  been  the  excess-profits 
credit  computed  under  section  713.  The  determination  of  the  carry¬ 
over  for  the  purposes  of  this  provision  may  be  illustrated  by  the 
following  example:  Assume  that  in  the  case  of  a  corporation  qualified 
to  use  either  the  credit  computed  under  section  713  or  the  credit 
computed  under  section  714  and  reporting  its  income  on  the  calendar- 
year  basis,  the  following  facts  exist: 


mo 

1941 

1942 

1943 

$80,000 
60,000 
80,  000 
60,  000 

$80,  000 
45,  000 
150,  000 
100,000 

$80,  000 
130.  000 
160,  000 
200, 000 

$80,  000 
220,  000 
200,  000 
265.  000 

Excess-profits  net  income  under  sec.  711  (a)  (1) .  . . . 

Excess-profits  net  income  under  sec.  711  (a)  (2) _ _ 

In  computing  the  corporation’s  excess-profits  tax  for  1943,  the  actual 
excess-profits  credit  carry-over  computed  under  section  710  (c)  (2) 
is  $40,000. 

Under  the  facts  in  this  illustration,  the  excess-profits  credit  which 
would  be  available  for  1943  if  the  excess-profits  credit  applicable  to 
1940,  1941,  and  1942  had  been  the  credit  computed  under  section  713 
is  $15,000,  computed  as  follows: 


Unused  excess  profits  credit  for  1942 _ _ _  None 

Unused  excess  profits  credit  for  1941 _  $35,  000 

Less: 

Excess  of  excess-profits  net  income  for  1942 _  $130,  000 

Over  sum  of  excess-profits  credit  for  1942  ($80,000)  plus 

unused  excess-profits  credit  for  1940  ($30,000) _  110,  000 

-  20, 000 

Excess-profits  credit  carry-over  for  purposes  of  sec.  710  (a)  (2)  - - - 

(B)  (i) _ 1 _  15,000 

The  corporation’s  excess-profits  tax  for  1943  determined  under 
section  710  (a)  (2)  is  $17,000,  computed  as  follows: 

1.  Excess-profits  net  income  for  1943  under  sec.  711  (a)  (2) _  $265,  000 

Less : 

Specific  exemption _  $5,  000 

Invested  capital  credit _  200,  000 

Excess-profits  credit  carry-over _  40,  000 

— — -  245,  000 


Adjusted  excess-profits  net  income  under  invested  capital 

method _ _  20,  000 

Amount  determined  at  rates  in  sec.  710  (a)  (1)  (35  percent 
of  $20, 000) _  7,000 


2.  Excess-profits  net  income  under  sec.  71 1  (a)  (1)  _  220.000 

Less: 

Specific  exemption _  $5,  000 

Income  credit _  80.  000 

Excess-profits  credit  carry-over _  15,  000 

-  100,000 


Adjusted  excess-profits  net  income _  120,  000 

Excess  of  adjusted  excess-profits  net  income  under  the  income 
method  over  adjusted  excess-profits  net  income  under  the  in¬ 
vested  capital  method  ($120,000  less  $20,000) _  100,  000 

10  percent  of  such  excess  (10  percent  of  $100,000) _  10,  000 

Total  excess-profits  tax  for  1943,  computed  under  sec.  710  (a)  (2) 

($7,000  plus  $10,000) _ _ _  17,000 
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SECTION  202.  DISCLAIMER  OF  CREDIT 

Section  712  (c),  section  729  (b)  (1),  and  section  741  (b)  of  the  present 
law  are  amended  to  allow  a  disclaimer  of  the  use  of  only  the  credit 
computed  under  section  714  (invested-capital  credit).  The  present 
law  allows  a  disclaimer  of  either  the  invested-capital  credit  or  of  the 
income  credit  in  the  return  of  a  corporation  entitled  to  use  either 
credit;  if  the  use  of  a  credit  is  disclaimed,  such  credit  is  not  applicable 
for  the  computation  of  the  excess-profits  tax  for  the  taxable  year,  and 
the  computation  and  information  based  on  such  credit  may  be 
omitted  from  the  return.  The  amendments  made  by  section  202  of 
the  bill  are  necessitated  by  the  enactment  of  the  special  rule  of  section 
710  (a)  (2)  under  which  computations  of  both  the  adjusted  excess- 
profits  net  income  with  the  use  of  the  income  credit  and  the  adjusted 
excess-profits  net  income  with  the  use  of  the  invested-capital  credit  are 
required  for  the  determination  of  the  excess-profits  tax  computed  under 
that  section. 

SECTION  203.  CASES  IN  WHICH  NO  RETURN  REQUIRED 

This  section  provides  a  technical  amendment  to  section  729  (b) 
(2)  of  the  present  law  in  order  to  require  the  filing  of  a  return  in  all 
cases  where  the  tax  is  determined  under  the  special  rule  provided 
in  section  710  (a)  (2).  The  amendment  affects  only  corporations 
entitled  to  use  either  the  income  credit  or  the  invested-capital  credit, 
which  corporations  under  the  present  law  are  not  required  to  file  a 
return  if  their  excess-profits  net  income  computed  under  the  invested- 
capital  method  and  placed  on  an  annual  basis  is  not  greater  than 
$5,000.  Under  section  729  (b)  (2),  as  amended,  such  corporations  are 
not  required  to  file  a  return  if  their  excess-profits  net  income  com¬ 
puted  under  the  income  method  and  placed  on  an  annual  basis  is  not 
greater  than  $5,000. 

SECTION  204.  DEDUCTION  OF  EXCESS-PROFITS  TAX 

This  section  provides  that  the  income  tax  imposed  by  chapter  1  of 
the  Internal  Revenue  Code  and  by  corresponding  provisions  of  prior 
revenue  acts  shall  not  constitute  an  adjustment  in  determining  excess- 
profits  net  income  for  current  and  base  period  taxable  years.  Section 
23  (c)  (2)  is  amended  to  provide  for  the  deduction  of  the  excess-profits 
tax  in  determining  income  subject  to  chapter  1  tax.  Furthermore,  the 
taxpayer,  if  using  the  average-earnings  method,  has  its  excess-profits 
credit  increased  by  the  corresponding  nondeduction  of  income  taxes 
in  determining  its  average  base  period  net  income. 

It  is  provided  that  the  deduction  shall  be  allowed  only  in  computing 
the  income  tax  imposed  for  the  taxable  year  for  which  the  excess-profits 
tax  is  levied.  By  providing  that  any  excess-profits  tax  paid  after  the 
taxable  year  shall  be  deemed  to  have  been  paid  within  the  taxable 
year,  the  same  treatment  is  accorded  to  taxpayers  on  the  cash  basis  as 
is  accorded  to  taxpayers  on  the  accrual  basis.  It  is  also  provided  that 
the  excess-profits  tax  shall  be  computed,  for  the  purposes  of  this 
deduction,  without  reduction  by  the  foreign  tax  credit,  and  without 
regard  to  the  adjustments  provided  for  in  section  734. 
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Since  the  excess-profits  net  income  for  a  taxable  year  is  primarily 
the  normal-tax  net  income  with  certain  adjustments,  it  is  necessary 
to  amend  section  711  (a)  to  require  an  adjustment  to  normal-tax 
net  income  in  the  form  of  a  disallowance  of  the  deduction  of  the 
excess-profits  tax.  A  further  adjustment  is  added  to  this  section  in 
the  form  of  a  provision  stating  that,  for  the  purpose  of  computing 
any  deduction  or  credit  which  is  limited  to  a  certain  percentage  of 
the  taxpayer’s  net  income — e.  g.,  the  deduction  for  charitable  con¬ 
tributions  or  for  percentage  depletion — such  net  income  (or,  in  the 
case  of  percentage  depletion,  such  net  income  from  the  property) 
shall  be  computed  without  regard  to  the  deduction  on  account  of  the 
excess-profits  tax.  It  is  also  provided  under  section  718  (c)  (3)  with 
reference  to  taxpayers  on  the  invested-capital  basis,  that  in  deter¬ 
mining  whether  distributions  were  out  of  earnings  and  profits  of  any 
excess-profits- tax  taxable  year,  the  income  tax  shall  be  disregarded 
in  the  computation.  Finally,  in  determining  the  presence  and  extent 
of  the  taxpayer’s  right  to  the  benefits  of  section  722,  dealing  with 
abnormalities,  it  is  provided  that  the  excess-profits  tax  shall  be 
disregarded . 

Section  602  of  the  Internal  Revenue  Code,  dealing  with  the  com¬ 
putation  of  net  income  for  the  purposes  of  the  declared  value  excess- 
profits  tax,  is  amended  to  provide  that  the  net  income  shall  be  deter¬ 
mined  without  regard  to  the  deduction  on  account  of  the  excess-profits 
tax  imposed  by  chapter  2E.  Section  1202  of  the  Internal  Revenue 
Code  is  amended  in  similar  fashion. 

It  is  also  provided  that,  in  computing  the  excess-profits  credit  carry¬ 
over,  the  excess-profits  credit  and  excess-profits  net  income  for  taxable 
years  beginning  in  1940  shall  be  computed  as  if  the  amendments  made 
by  this  bill  were  applicable. 


SECTION  205.  NEW  CAFITAL 

This  section  amends  section  718  (a)  of  the  Internal  Revenue  Code, 
defining  equity  invested  capital,  by  adding  a  new  paragraph  desig¬ 
nated  as  (6).  The  effect  of  the  amendment  is  to  increase  by  25 
percent  the  amount  includible  in  equity  invested  capital  on  account 
of  new  capital.  The  term  “new  capital”  is  defined  to  mean  the 
aggregate  of  the  amount  of  money  and  property  paid  in  for  stock  or 
as  paid-in  surplus,  or  as  a  contribution  to  capital,  and  the  amount 
of  taxable  stock  dividends  made,  during  a  taxable  year  beginning 
after  December  31,  1940,  subject  to  certain  limitations.  These 
limitations  are  intended,  in  general,  to  prevent  a  taxpayer  from  treat¬ 
ing  as  new'  capital  amounts  resulting  from  mere  adjustments  in  the 
existing  capital,  including  borrowed  capital,  of  the  taxpayer,  or  of  a 
controlled  group  of  corporations. 

The  limitations  provided  by  subparagraphs  (A),  (B),  and  (C)  bar 
from  the  concept  of  new  capital  the  amount  of  any  equity  invested 
capital  acquired  in  an  exchange  occurring  during  a  taxable  year  be¬ 
ginning  after  December  31,  1940,  to  which  section  112  (b)  (3),  (4),  or 
(5),  or  so  much  of  section  112  (c),  (d),  or  (e)  as  refers  to  section  1 12 
(b)  (3),  (4),  or  (5)  is  applicable,  or  would  be  applicable  if  the  term 
“control”  had  been  defined  in  section  112  (li)  to  mean  the  ownership 
of  stock  possessing  more  than  50  percent  of  the  total  combined  voting 
power  of  all  classes  of  stock  entitled  to  vote  or  more  than  50  percent 
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of  the  total  value  of  all  classes  of  stock.  These  limitations  also  bar 
from  the  concept  of  new  capital  any  equity  invested  capital  acquired 
in  a  transaction  between  members  of  a  controlled  group  of  corpora¬ 
tions  as  that  term  is  defined  in  subparagraph  (B). 

The  limitations  provided  by  subparagraph  (D)  have  the  effect  of 
reducing  the  amount  of  new  capital  as  of  any  day  by  the  excess  of  the 
amount  of  inadmissible  assets  held  on  that  day  over  the  amount  of 
such  assets  held  on  the  first  day  of  the  taxpayer’s  first  taxable  year 
beginning  after  December  31,  1940.  This  treatment  is  comparable  to 
the  treatment  of  excluded  assets  in  the  computation  of  daily  capital 
additions  under  section  713  (g)  of  the  existing  law. 

The  limitations  under  subparagraph  (E)  prevent  new  capital  as  of 
any  day  from  exceeding  the  amount  by  which  the  total  equity  invested 
capital  and  borrowed  capital  as  of  such  day,  computed  without 
including  the  25-percent  increase,  exceeds  the  sum  of  the  equity 
invested  capital  and  borrowed  capital  as  of  the  first  day  of  the  tax¬ 
payer’s  first  taxable  year  beginning  after  December  31,  1940.  Any 
increase  in  new  capital  is  thus  prevented  where  the  amount  of  bor¬ 
rowed  capital  is  reduced  by  the  same  amount  as  that  by  which  the 
equity  invested  capital  is  increased,  and  no  increase  in  new  capital 
will  result  from  a  distribution  by  a  stock  dividend  of  earnings  and 
profits  accumulated  prior  to  the  first  day  of  a  taxable  year  begin¬ 
ning  after  December  31,  1940.  Subparagraph  (E),  however,  is  so 
worded  that  there  is  no  reduction  to  the  extent  that  the  sum  of  the 
equity  invested  capital  and  borrowed  capital  as  of  any  day  is  less  than 
the  sum  of  the  equity  invested  capital  and  borrowed  capital  as  of 
the  first  day  of  a  taxable  year  beginning  after  December  31,  1940, 
due  to  an  operating  deficit  occurring  in  any  taxable  year  during  the 
intervening  period. 

The  limitations  contained  in  subparagraphs  (A)  to  (E)  may  be 
illustrated  by  the  following  examples: 

EXAMPLE  (1),  SUBPARAGRAPH  (A) 

Corporation  A  issues  stock  during  a  taxable  year  beginning  after 
December  31,  1940,  to  corporation  B  in  exchange  for  the  transfer  of 
certain  property  by  corporation  B.  Immediately  after  the  transfer 
the  stock  acquired  by  corporation  B  has  a  value  of  $10,000,  the  total 
value  of  all  classes  of  stock  of  corporation  A  then  outstanding  amount¬ 
ing  to  $18,000.  Corporation  A  obtains  no  new  capital  since  the  prop¬ 
erty  for  which  the  new  stock  was  issued  was  obtained  in  an  exchange 
to  which  section  112  (b)  (5)  would  be  applicable  if  the  term  “control” 
had  been  defined  in  section  112  (h)  so  as  to  include  either  the  owner¬ 
ship  of  stock  possessing  more  than  50  percent  of  the  total  combined 
voting  power  of  all  classes  of  stock  entitled  to  vote  or  more  than  50 
percent  of  the  total  value  of  all  classes  of  stock  outstanding. 

EXAMPLE  (2),  SUBPARAGRAPH  (B) 

Corporation  A  owns  stock  in  corporation  B,  and  corporation  B  owns 
stock  in  corporation  C.  Corporation  A  transfers  property  to  corpora¬ 
tion  C  in  exchange  for  stock  of  corporation  C.  Immediately  after  the 
transfer  the  stock  owned  by  corporation  A  in  corporation  B  possesses 
more  than  50  percent  of  the  total  combined  voting  power  of  all  classes 
of  stock  entitled  to  vote.  Also  immediately  after  such  transfer  the 
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stock  owned  by  corporation  B  in  corporation  C  has  a  value  equal  to 
more  than  50  percent  of  the  total  value  of  all  classes  of  stock  of 
corporation  C. 

Corporation  C  obtains  no  new  capital  through  the  acquisition  of  the 
property  from  corporation  A  in  exchange  for  its  stock,  since  imme¬ 
diately  after  the  transfer  corporation  A,  the  transferor,  and  corpora¬ 
tion  C,  the  transferee,  are  members  of  the  same  controlled  group. 

EXAMPLE  (3),  SUBPARAGRAPH  (C) 

Corporation  A  makes  a  distribution  in  taxable  stock  dividends  to 
corporations  B  and  C  during  a  taxable  year  beginning  after  December 
31,  1940.  Immediately  after  the  distribution  corporations  B  and  C 
own  stock  in  corporation  A  which  has  a  voting  power  of  more  than 
50  percent  of  the  combined  voting  power  of  all  classes  of  stock  entitled 
to  vote.  Also  immediately  after  the  transfer  corporation  B  owns 
stock  in  corporation  C  which  has  a  value  of  more  than  50  percent  of 
the  total  value  of  all  classes  of  stock  of  corporation  A.  The  distribu¬ 
tion  made  by  corporation  A  in  the  taxable  stock  dividend  does  not 
constitute  new  capital  to  corporation  A. 

EXAMPLE  (4),  SUBPARAGRAPH  (T>) 

Corporation  X  makes  its  excess-profits  tax  return  on  the  calendar 
year  basis.  On  July  1,  1941,  cash  in  the  amount  of  $100,000  is  paid 
in  for  stock.  There  are  no  other  changes  made  in  either  the  amount 
of  equity  invested  capital  or  borrowed  capital  at  any  time  during  the 
year  1941.  The  adjusted  basis  of  inadmissible  assets  as  of  January  1, 
1941,  amounts  to  $5,000.  The  adjusted  basis  of  such  assets  as  of 
July  2,  1941,  is  increased  to  $15,000.  The  new  capital  of  $100,000  is 
reduced  to  $90,000  as  of  July  2,  1941,  by  subparagraph  (D),  as  shown 
by  the  following  computation: 

$100,000,  new  capital,  minus  ($15,000,  amount  of  inadmissibles 
as  of  Julv  2,  1941,  minus  $5,000,  amount  of  inadmissibles  as  of 
July  1,  1941)  =  $90,000. 

EXAMPLE  (5),  SUBPARAGRAPH  (E) 

Corporation  Y  makes  its  return  on  the  calendar  year  basis.  Its 
equity  invested  capital  as  of  January  1,  1941,  amounts  to  $30,000, 
consisting  of  money  paid  in  for  stock,  $20,000,  and  accumulated  earn¬ 
ings  and  profits,  $10,000.  Its  borrowed  capital  as  of  January  1,  1941, 
consists  of  bonds  outstanding  amounting  to  $15,000,  making  the  total 
of  its  equity  invested  capital  and  borrowed  capital  as  of  January  1, 
1941,  $45,000.  The  corporation  has  no  inadmissible  assets  at  any  time 
during  the  year  1941.  On  January  2,  1941,  the  corporation  makes  a 
distribution  in  taxable  stock  dividends  amounting  to  $5,000.  On 
July  1,  1941,  money  is  paid  in  for  stock  amounting  to  $15,000,  and  on 
July  2,  1941,  bonds  are  retired  in  the  amount  of  $10,000. 

The  new  capital  of  $20,000  acquired  during  the  year  1941  repre¬ 
sented  by  a  distribution  in  a  taxable  stock  dividend  amounting  to 
$5,000  and  by  money  paid  in  for  stock  amounting  to  $15,000  is  reduced 
to  $5,000  on  July  3,  1941,  due  to  the  retirement  of  $10,000  of  bonds  on 
July  2,  1941,  and  the  fact  that  the  stock  dividend  is  paid  out  of  earn¬ 
ings  accumulated  before  January  1,  1941,  under  the  application  of 
subparagraph  (E),  shown  as  follows: 
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The  sum  of  the  equity  invested  capital  and  borrowed  capital  on 
July  3,  1941  (computed  without  regard  to  the  25-percent  increase  for 
new  capital),  amounts  to  $50,000.  This  sum  exceeds  the  total  equity 
invested  capital  and  borrowed  capital  on  January  1,  1941,  amounting 
to  $45,000,  by  $5,000.  Under  subparagraph  (E)  the  new  capital  shall 
not  be  more  than  such  excess.  The  new  capital  is  thus  reduced  from 
$20,000  to  $5,000. 

If  the  accumulated  earnings  and  profits  of  corporation  Y  as  of 
January  1 ,  1942,  are  reduced  to  zero  due  to  the  stock  dividend  distribu¬ 
tion  of  $5,000  made  on  January  2,  1941,  and  an  operating  deficit  of 
$5,000  during  the  taxable  year  1941,  the  new  capital  includible  in 
equity  invested  capital  as  of  January  1,  1942,  would  be  $10,000 
instead  of  $5,000  under  the  application  of  subparagraph  (E),  as 
shown  by  the  following  computation : 

New  capital  as  of  January  1,  1942,  before  application  of  sub- 
paragraph  (E),  $20,000,  shall  not  be  more  than  the  excess  of  $50,000 
(total  capital  on  January  1,  1942,  before  adding  25  percent  under 
section  718  (a)  (6))  over  $45,000  (total  capital  on  January  1,  1941) 
less  $5,000  (amount  by  which  the  accumulated  earnings  and  profits 
as  of  January  1,  1941,  exceed  the  accumulated  earnings  and  profits 
(computed  without  regard  to  distributions  as  of  January  1,  1942),  or 
the  new  capital  cannot  exceed  $50,000  minus  ($45,000  minus  $5,000), 
or  $10,000. 

SECTION  206.  CORPORATIONS  ENGAGED  IN  MINING  STRATEGIC  METALS 

Under  section  731  of  the  present  law  in  the  case  of  corporations 
engaged  in  mining  certain  metals,  only  that  portion  of  adjusted 
excess-profits  net  income  not  attributable  to  such  mining  is  subject  to 
the  excess-profits  tax.  Section  206  of  the  bill  makes  this  provision 
inapplicable  to  taxable  years  beginning  after  December  31,  1940. 

SECTION  207.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  ARE  APPLICABLE 

The  amendments  relative  to  the  excess-profits  tax  made  by  this 
title  are  applicable  only  with  respect  to  taxable  years  beginning  after 
December  31,  1940. 

TITLE  III— CAPITAL  STOCK  TAX  AND  DECLARED  VALUE  EXCESS- 

PROFITS  TAX 

SECTION  301.  CAPITAL  STOCK  TAX 

The  defense  tax  of  section  1200  (c)  of  the  Internal  Revenue  Code, 
which  increased  the  capital  stock  tax  from  $1  to  $1.10  for  each  $1,000 
of  the  adjusted  declared  value  of  the  capital  stock  of  corporations,  is 
repealed,  and  in  lieu  thereof  the  capital  stock  tax  is  increased  from  $1 
to  $1.25.  This  provision  is  applicable  only  with  respect  to  years  ending 
June  30,  1941,  and  subsequent  years. 

SECTION  302.  DECLARED  VALUE  EXCESS-PROFITS  TAX - DEFENSE  TAX 

MADE  PERMANENT 

The  defense  tax  with  respect  to  the  declared  value  excess-profits  tax 
is  made  permanent. 
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TITLE  IV— ESTATE  AND  GIFT  TAXES 
SECTION  401.  ESTATE  TAX  RATES 

This  section  increases  the  rates  applicable  to  the  additional  estate 
tax  with  respect  to  decedents  dying  after  the  date  of  enactment  of  this 
act. 

Subsection  (c)  of  this  section  makes  permanent  the  defense  tax  on 
net  estates  imposed  by  section  951. 

SECTION  402.  GIFT  TAX  RATES 

This  section  increases  the  rates  for  computing  the  gift  tax  for  the 
calendar  year  1942  and  each  calendar  year  thereafter.  These  increases 
are  not  to  apply  to  the  calendar  year  1941.  These  gift  tax  rates  are  75 
percent  of  the  aggregate  of  the  present  estate  tax  rates  and  the  pro¬ 
posed  additional  estate  tax  rates  provided  in  section  401  of  this  act, 
thus  preserving  the  ratio  now  existing  between  the  gift  tax  rates  and 
the  aggregate  of  the  estate  tax  and  additional  estate  tax  rates. 

Subsection  (c)  of  this  section  makes  permanent  the  defense  tax  im¬ 
posed  for  5  years  by  section  1001  (d)  of  the  Internal  Revenue  Code. 

SECTION  601.  1932  EXCISE  TAXES  MADE  PERMANENT 

This  section  repeals  section  3452  of  the  Internal  Revenue  Code 
which  now  provides  that  the  manufacturers’  excise  taxes  imposed  by 
chapter  29  shall  terminate  as  of  July  1,  1945.  It  thus  makes  per¬ 
manent  law  the  provisions  imposing  such  taxes. 

SECTION  502.  PIPE-LINE  TAX 

This  section  strikes  out  the  termination  date  (July  1,  1945)  appli¬ 
cable  to  the  tax  on  the  transportation  of  oil  by  pipe  line. 

SECTION  603.  TECHNICAL  AMENDMENT 

This  section  revises  the  title  language  of  subtitle  C  of  the  Internal 
Revenue  Code  to  make  it  more  descriptive  of  the  taxes  included  within 
subtitle  C. 


SECTION  504.  BOND  TAX 
SECTION  605.  CONVEYANCE  TAX 

The  two  sections  strike  out  the  termination  date  (July  1,  1945) 
applicable  to  the  bond  transfer  and  conveyance  taxes. 

SECTION  521.  DEFENSE  EXCISE  TAX  RATES  MADE  PERMANENT 

With  respect  to  the  taxes  listed  hereinafter  section  521  incorporates, 
without  change,  in  the  applicable  provisions  of  the  Internal  Revenue 
Code  the  defense  tax  rates  imposed  by  the  First  Revenue  Act  of  1940 
and  makes  such  rates  permanent.  These  tax  rates  were  originally  pre- 
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scribed  by  the  First  Revenue  Act  of  1940  to  be  effective  for  the  period 
prior  to  July  1,  1945.  The  particular  taxes  are  those  with  respect  to — 


Box  seats. 

Sales  outside  box  office. 
Corporate  securities. 
Capital-stock  issues. 
Capital-stock  transfers. 
Insurance  policies. 
Passage  tickets. 
Cigarettes. 

Pistols  and  revolvers. 
Fermented  malt  liquors. 
Wholesalers  of  liquors. 
Retailers  of  liquor. 


Brewers. 

Wholesalers  of  malt  liquors. 
Retailers  of  malt  liquors. 
Rectifiers. 

Stills. 

Firearms,  etc. 

Electrical  energy. 

Gasoline. 

Lubricating  oils. 

Transportation  of  oil  by  pipe  line. 
Transfer  of  bonds. 

Conveyances. 


SECTION  531.  PLAYING  CARDS 

This  section  increases  the  rate  of  tax  on  the  manufacture  of  playing 
cards  from  11  cents  per  pack  to  13  cents  per  pack. 


SECTION  532.  SAFE-DEPOSIT  BOXES 

This  section  increases  the  rate  of  tax  on  the  rental  of  safe-deposit 
boxes  from  1 1  percent  of  the  amount  paid  to  20  percent. 

SECTIONS  533,  534,  LIQUOR 

Section  533  amends  section  2800  (a)  (1)  of  the  Internal  Revenue 
Code,  which  imposes  an  excise  tax  upon  distilled  spirits  and  imported 
perfumes  containing  distilled  spirits  at  the  rate  of  $4  (and  on  brandy 
at  the  rate  of  $3.75). 

The  existing  rate  of  tax  upon  distilled  spirits  other  than  brandy, 
and  upon  imported  perfumes  containing  distilled  spirits,  is  $3  per 
proof  gallon;  and  upon  brandy  $2.75  per  proof  gallon.  These  are  the 
defense-tax  rates  imposed  by  section  213  of  the  Revenue  Act  of  1940, 
effective  July  1,  1940.  The  rates  proposed  by  the  bill,  therefore, 
represent  an  increase  of  $1  per  proof  gallon  over  the  defense-tax  rates. 
The  defense- tax  rates  are  75  cents  per  proof  gallon  over  and  above 
the  rates  in  effect  prior  to  July  1,  1940. 

Subsection  (c)  of  section  533  makes  a  complementary  amendment  to 
section  2887  of  the  Internal  Revenue  Code,  which  provides  for  the 
allowance  of  drawback  of  internal-revenue  tax  upon  the  exportation 
of  distilled  spirits  in  distillers’  original  packages. 

Subsection  (d)  will  amend  section  2800  of  the  Internal  Revenue 
Code  by  adding  a  new  subsection  “(i)”  to  provide  a  floor-stocks  tax 
of  $1  per  proof  gallon  on  all  distilled  spirits  upon  which  the  tax  has 
been  paid  and  which  on  the  effective  date  of  the  new  rates  are  held 
and  intended  for  sale  or  for  use  in  the  manufacture  or  production  of 
any  article  intended  for  sale.  This  subsection  will  have  the  effect 
of  placing  all  distilled  spirits  tax-paid  at  the  old  rates  and  held  for  the 
purposes  specified  on  an  equal  tax  basis  with  other  distilled  spirits 
withdrawn  and  tax-paid  at  the  new  rates.  It  will  preclude  loss  of 
revenue  through  the  withdrawal  and  tax  payment  of  large  stocks 
before  the  new  rates  become  effective.  As  in  prior  floor-stocks  tax 
statutes,  provision  is  made  for  the  filing  of  returns  and  for  deferring 
payment  of  the  tax  upon  the  submission  of  satisfactory  surety  bonds. 
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This  subsection  also  provides  that  for  the  purposes  thereof  the  term 
“distilled  spirits”  shall  include  products  produced  in  such  manner 
that  the  person  producing  them  is  a  rectifier  within  the  meaning  of  sec¬ 
tion  3254  (g)  of  the  Internal  Revenue  Code.  The  object  of  this  pro¬ 
vision  is  to  subject  to  the  floor-stocks  tax  liqueurs,  cordials,  and  similar 
compounds  in  the  manufacture  of  which  distilled  spirits  are  a  con¬ 
stituent. 

The  existing  rates  on  still  wines  are  as  follows:  Not  more  than  14 
percent  of  absolute  alcohol,  6  cents  per  wine  gallon ;  more  than  14 
percent  and  not  exceeding  21  percent  of  absolute  alcohol,  18  cents 
per  wine  gallon;  and  more  than  21  percent  and  not  exceeding  24 
percent  of  absolute  alcohol,  30  cents  per  wine  gallon.  Section  534  (a) 
of  the  bill  imposes  rates  of  8,  24,  and  50  cents  respectively.  The 
proposed  rates  represent  an  increase  of  2  cents,  6  cents,  and  20  cents 
per  gallon  over  existing  rates. 

The  existing  tax  rates  on  other  wines  are  as  follows:  Sparkling 
wines,  3  cents  on  each  one-half  pint  or  fraction  thereof;  artificially 
carbonated  wines,  1}2  cents  on  each  one-half  pint  or  fraction  thereof; 
liqueurs,  cordials,  and  similar  compounds,  iy2  cents  on  each  one-half 
pint  or  fraction  thereof.  Section  534  (b)  of  the  bill  imposes  rates  of 
4  and  2%  cents  respectively.  The  proposed  rates  represent  an 
increase  of  1  cent  on  sparkling  wines  and  three-fourths  of  1  cent  on 
artificially  carbonated  wines,  and  liqueurs,  cordials,  and  similar 
compounds,  over  the  tax  rates  on  such  products. 

Subsection  (c)  of  section  534  will  amend  subchapter  F  of  chapter  26 
of  the  Internal  Revenue  Code  by  inserting  at  the  end  thereof  a  new 
section  imposing  a  tloor-stocks  tax  on  all  wines  on  which  the  tax  has 
been  paid  and  which  are  held  and  intended  for  sale  or  for  use  in  the 
manufacture  or  production  of  any  article  intended  for  sale  on  the 
effective  date  of  the  new  rates.  This  subsection,  like  subsection  (d) 
of  section  533  in  the  case  of  distilled  spirits,  will  have  the  effect  of 
placing  all  wines  tax-paid  at  the  old  rates  and  held  for  the  purposes 
specified  on  a  basis  of  equality,  insofar  as  taxation  is  concerned, 
with  other  wines  withdrawn  and  tax-paid  at  the  new  rates. 

SECTION  535.  TIRES  AND  TUBES 

This  section  increases  the  rate  of  the  manufacturers’  excise  tax 
(defense  tax  rates)  on  tires  from  2 /  cents  per  pound  to  5  cents  per 
pound  and  the  rate  of  tax  on  inner  tubes  from  4}£  cents  per  pound  to 
9  cents.  It  imposes  a  floor  stocks  tax  on  tires  and  inner  tubes  held 
for  sale  by  any  person  other  than  the  manufacturer,  producer,  or 
importer  on  the  date  the  increased  manufacturers’  excise  tax  rates 
take  effect.  The  floor  stocks  tax  rates  are  in  an  amount  equal  to  the 
increase  in  the  rates  of  the  manufacturers’  tax.  The  floor  stocks 
tax  is  restricted  in  its  scope  to  tires  and  inner  tubes  for  automobiles, 
trucks,  trailers,  motorcycles,  etc.,  and  will  not  be  applicable  to  such 
miscellaneous  items  as  bicycle  tires,  baby  buggy  tires,  etc.  The  tax 
is  specifically  made  applicable  to  tires  and  tubes  held  by  automobile 
manufacturers  as,  or  for,  equipment  on  new  automobiles.  It  is  not 
made  applicable  to  tires  and  tubes  actually  on  automobiles  held  by 
new  and  second-hand  car  dealers  but  is  applicable  to  the  stocks  of 
unmounted  tires  and  tubes  held  by  such  dealers  and  by  any  person, 
including  retailers,  for  sale.  The  floor  stocks  tax  does  not  apply 
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to  any  tires  and  tubes  held  by  a  person  who  must  pay  the  increased 
manufacturers’  excise  tax  rate  on  such  articles  when  he  sells  them. 

SECTION  536.  EFFECTIVE  DATE  OF  PART  III 

This  section  applies  to  sections  531  to  535,  inclusive,  and  provides, 
in  brief,  that  the  increased  tax  rates  and  new  taxes  imposed  by  such 
sections  shall  take  effect  on  the  first  day  of  the  first  month  which 
begins  more  than  10  days  after  the  date  of  the  enactment  of  the  bill. 

SECTION  541.  ADMISSIONS  TAX 

This  section  subjects  to  the  admissions  tax  admissions  of  10  cents 
or  more  at  the  rate  of  1  cent  for  each  10  cents  or  fraction  thereof. 
Under  existing  law  the  admissions  tax  applies  only  to  admissions  of 
21  cents  or  more.  Under  this  section  admissions  under  10  cents  will 
be  exempt  from  the  tax. 

The  special  treatment  under  the  admissions  tax  with  respect  to 
so-called  free  or  reduced  rate  admissions  now  applicable  to  em¬ 
ployees,  municipal  officers,  and  children  under  12  years  of  age,  is 
extended  to  include  members  of  the  military  or  naval  forces  of  the 
United  States  and  of  the  Civilian  Conservation  Corps  when  'n  uni¬ 
form.  For  example:  If  the  established  price  is  50  cents  and  a  ^oldier 
in  uniform  is  charged  only  20  cents,  the  tax  would  be  2  cents  and  not 
5  cents.  If  he  is  admitted  free  no  tax  is  payable. 

Section  541  repeals  section  1701  of  the  Internal  Revenue  Code, 
which  allows  exemption  from  the  admissions  tax  to  certain  organiza¬ 
tions. 

This  section  also  repeals  the  exemption  provision  applicable  to 
“spoken  plays”  and  certain  exemption  provisions  applicable  to  na¬ 
tional  parks. 

SECTION  542.  CABARET,  ROOF  GARDEN,  ETC.,  TAX 

This  section  revises  the  base  of  the  present  “cabaret”  tax.  It 
imposes  a  tax  of  5  percent  on  amounts  paid  for  admission,  refreshment, 
service,  and  merchandise  at  any  roof  garden,  cabaret,  or  other  similar 
place  furnishing  a  public  performance  for  profit.  Liability  for  the 
tax  is  imposed  on  the  proprietor.  The  tax  applies  to  all  amounts 
paid.  Under  present  law  the  tax  is  imposed  on  the  patron  under  a 
rather  complicated  rate  of  2  cents  (including  the  defense  tax)  for  each 
10  cents  of  20  percent  of  the  amount  paid  if  20  percent  of  the  amount 
paid  exceeds  50  cents. 

This  section  also  makes  certain  amendments  to  administrative  pro¬ 
visions  of  the  code  applicable  to  the  “cabaret”  tax  and  other  ad¬ 
mission  taxes. 

SECTION  543.  CLUB  DUES 

This  section  reduces  the  amount  used  as  a  test  for  determining 
liability  to  the  tax  on  club  dues  from  $25  annual  dues  of  an  active 
resident  annual  member  to  $10,  and  redefines  the  term  “dues”  to 
include  certain  privilege  fees  and  assessments  not  now  subject  to 
the  tax. 

This  section  also  makes  the  defense  tax  rates  applicable  to  dues  and 
initiation  fees,  as  imposed  by  the  first  Revenue  Act  of  1940. 
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SECTION  544.  AUTOMOBILE,  TRUCK,  BUS,  AND  PARTS  TAX 

This  section  increases  the  rates  of  tax  on  automobile  truck  chassis, 
truck  bodies,  etc.,  from  2%  percent  to  5  percent  and  brings  trailers  and 
semitrailers  for  trucks  within  the  scope  of  the  tax.  Passenger  busses 
which  under  present  law  are  subject  to  the  higher  rate  of  tax  applicable 
to  passenger  automobiles  have  been  included  within  the  “truck” 
classification,  and  will  be  subject  to  the  new  5-percent  rate. 

The  rate  of  tax  on  passenger  automobile  chassis  and  bodies,  motor¬ 
cycles,  etc.,  is  increased  from  3%  percent  to  7  percent.  Trailers  and 
semitrailers  for  such  vehicles  are  made  subject  to  the  tax.  Subsec¬ 
tion  (b)  of  section  544  increases  the  rate  of  tax  on  automobile  parts 
and  accessories  from  percent  to  5  percent.  It  excludes  automobile 
radios  which  have  heretofore  been  subject  to  tax  as  automobile  “parts 
or  accessories.”  Automobile  radios  are  by  section  545  made  subject 
to  the  manufacturers’  tax  on  radio  sets  and  parts  at  the  rate  of  10 
percent. 

Subsection  (c)  of  section  544  increases  the  rates  of  credit  allowable 
under  this  section  to  automobile  manufacturers  with  respect  to  the 
tires  and  inner  tubes  on  such  vehicles  from  2%  to  5  percent  in  the  case 
of  trucks,  busses,  etc.,  and  3 %  to  7  percent  in  the  case  of  other  auto¬ 
mobiles  and  motorcycles. 

Subsection  (d)  repeals  section  3403  (f)  of  the  Internal  Revenue 
Code  which  would  allow  a  tax  adjustment  with  respect  to  tloor  stocks 
of  passenger  automobiles,  trucks,  etc.,  held  by  dealers  as  of  the  termi¬ 
nation  date  of  the  present  tax  on  such  vehicles.  This  is  done  because 
the  termination  date  of  such  tax  lias  been  deleted  and  the  tax  made 
of  a  permanent  nature.  Section  3403  (f),  therefore,  becomes  unneces¬ 
sary. 

SECTION  545.  RADIOS,  PHONOGRAPHS,  RECORDS,  AND  MUSICAL 

INSTRUMENTS 

Section  3404  of  the  Internal  Revenue  Code  now  imposes  a  tax  on 
sales  by  the  manufacturer  of  certain  radio  components  at  the  rate  of 
5 y2  percent  of  the  sale  price.  Section  545  amends  section  3404  of  the 
code  so  as  to  impose  a  tax  at  the  rate  of  10  percent  on — - 

Radio  receiving  sets.  Certain  principal  components  of 

Automobile  radio  receiving  sets.  these  articles. 

Combination  radio  and  phono-  Phonograph  records, 
graph  sets.  Musical  instruments. 

Phonographs. 

The  articles  listed  have  been  included  within  the  same  section  of  the 
code  because  largely  related. 

SECTION  646.  REFRIGERATORS,  AIR  CONDITIONERS 

Section  3405  of  the  Internal  Revenue  Code  imposes  a  tax  on  sales 
by  the  manufacturer  of  household  type  mechanical  refrigerators  and 
certain  principal  components  of  such  articles  at  the  rate  of  5 %  percent 
of  the  sales  price.  Section  546  amends  section  3405  of  the  code  to 
increase  the  tax  rate  to  10  percent  and  to  make  the  tax  applicable  to 
the  principal  commercial  types  of  refrigerators,  including  such  articles 
as  ice-cream  cabinets,  food  and  beverage  display  cases,  water  coolers, 
milk-cooler  cabinets,  and  similar  articles.  In  addition,  there  are 
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brought  within  the  scope  of  the  tax  components  of  refrigerating 
apparatus  such  as  compressors,  condensers,  evaporators,  expansion 
units,  absorbers,  and  controls.  However,  the  tax  with  respect  to, 
such  components  is  not  limited  to  components  for  the  household, 
commercial,  and  industrial  type  of  refrigerator  units  referred  to  above. 
Refrigerating  components  will  be  subject  to  tax  regardless  of  their 
intended  use.  For  example,  components  for  refrigerator  ships  and 
refrigerator  cars,  and  for  the  refrigerating  plants  of  breweries  and 
cold-storage  warehouses  will  be  subject  to  the  tax. 

Section  546  also  imposes  a  tax  at  the  rate  of  10  percent  on  the  sale 
by  the  manufacturer  of  self-contained  air-conditioning  units  and 
certain  principal  components  of  such  articles. 

SECTION  547.  MATCHES 

Section  3409  of  the  Internal  Revenue  Code  now  imposes  a  tax  at 
the  rate  of  5%  cents  per  thousand  on  certain  fancy  wooden  matches. 
Section  547  amends  section  3409  of  the  code  to  also  impose  a  tax  at  2 
cents  per  thousand  on  other  types  of  matches.  The  types  of  matches 
subject  to  the  new  tax  at  2  cents  per  thousand  include  the  well-known 
types  of  wooden  and  paper  matches  now  in  every  day  use. 

SECTION  548.  TELEPHONE,  TELEGRAPH,  ETC. 

Section  548  imposes  on  telephone  conversations,  telegraph,  cable, 
and  radio  dispatches,  messages  and  conversations,  for  which  the 
charge  is  more  than  24  cents,  a  tax  at  the  rate  of  5  cents  for  each  50 
cents  or  fraction  thereof  of  the  amount  paid.  Under  existing  law,  the 
tax  on  telephone  toll  service  does  not  apply  to  charges  of  less  than  50 
cents.  Telegraph  dispatches  and  messages  are  now  subject  to  tax  at 
the  rate  of  5  percent  of  the  amount  charged,  and  cable  and  radio  dis¬ 
patches  and  messages  at  the  rate  of  10  cents  per  message. 

This  section  also  amends  section  3465  (b),  which  imposes  a  tax 
with  respect  to  leased  wires  and  talking  circuit  special  service,  to 
more  clearly  specify  the  types  of  service  subject  to  tax,  to  impose  the 
tax  where  the  service  is  rendered  within  a  local  exchange  area  and  to 
also  tax  like  service  furnished  by  companies  other  than  telegraph  and 
telephone  companies.  The  present  tax  is  restricted  to  service  fur¬ 
nished  by  a  telegraph  or  telephone  company. 

This  section  also  imposes  a  tax  on  amounts  paid  by  subscribers  for 
local  telephone  service  and  all  other  telephone  service  not  otherwise 
within  the  tax  with  respect  to  telephone  toll  charges  and  the  tax  with 
respect  to  leased  wires.  For  example,  in  addition  to  local  subscribers’ 
service,  this  tax  also  applies  to  telephone  toll  service  where  the  charge 
is  24  cents  or  less.  As  the  tax  is  imposed  only  on  telephone  “service,” 
special  provision  is  made  to  insure  that  charges  for  installation  of 
instruments,  poles,  switchboards,  apparatus,  and  equipment  are  not 
subject  to  the  tax.  Although  service  through  coin-operated  tele¬ 
phones  is  not  subject  to  the  tax  on  local  subscribers’  service  it  is 
subject  to  tax  in  the  case  of  toll  charges  of  more  than  24  cents.  Coin- 
operated  telephone  service  cannot  be  subject  to  the  tax  because  of  the 
impracticability  of  charging  the  patron  5  percent  of  5  cents,  and 
collecting  the  5-percent  tax  through  the  instrument.  As  the  tax  on 
telephone  toll  service  is  collected  in  multiples  of  5  cents,  it  can  be 
collected  through  coin-operated  telephones. 
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SECTION  549.  INSTALLMENT,  ETC.,  PAYMENTS 

Section  549  makes  certain  changes  in  section  3441  (c)  of  the  Internal 
Revenue  Code  which  relates  to  articles  leased  or  sold  under  install¬ 
ment  or  conditional  sales  contracts.  Under  section  3441  (c)  the 
taxpayer  is  permitted  to  pay  the  tax  as  payments  are  made  under  the 
lease  or  conditional  or  installment  sales  contract.  The  provisions 
of  section  1650  (b)  of  the  Internal  Revenue  Code  is  revised  and 
included  within  section  3441  (c),  thus  incorporating  in  the  section 
a  provision  that  where  the  lease  or  installment  or  conditional  sales 
contract  was  entered  into  before  July  1,  1940  (and  delivery  made 
before  such  date),  the  rate  of  tax  is  to  be  that  in  force  on  June  30,  1940. 
With  respect  to  the  period  after  June  30,  1940,  and  before  July  1, 
1941,  the  rate  of  tax  applicable  is  to  be  that  in  effect  during  such 
period. 

Provision  is  made  in  this  section  to  take  care  of  leases  and  condi¬ 
tional  sales  of  articles  the  sale  of  which  is  newly  subject  to  an  excise 
tax  by  this  bill  or  to  an  increased  rate  of  tax.  Under  this  section, 
payments  under  leases  and  installment  contracts  entered  into  on  and 
after  July  1,  1941,  will  be  subject  to  the  increased  rate  of  tax  or,  if  the 
tax  is  imposed  for  the  first  time  by  the  bill  to  the  tax. 

SECTION  550.  EFFECTIVE  DATE  OF  PART  IV 

Section  550  contains  provisions  respecting  the  effective  date  of  new 
taxes,  or  increases  in  existing  rates  of  tax,  or  changes  in  tax  base, 
effected  by  sections  541  to  548.  With  certain  exceptions,  the  provi¬ 
sions  are  the  same  as  those  described  in  the  discussion  of  section  536, 
i.  e.,  the  first  day  of  the  first  month  which  begins  more  than  10  days 
after  the  date  of  the  enactment  of  the  bill.  The  changes  with  respect 
to  the  “cabaret”  tax  become  effective  at  10  a.  m.  on  the  effective  date 
for  considerations  peculiar  to  that  tax.  Special  provision  is  made  for 
the  effective  date  of  the  tax  imposed  by  section  548,  with  respect  to 
local  subscribers’  telephone  service,  in  order  to  give  telephone  com¬ 
panies  (who  will  collect  the  tax  for  the  Government)  an  opportunity 
to  adjust  their  billing  practices  to  the  tax.  It  was  also  desired  to 
restrict  the  application  of  the  tax,  as  far  as  is  reasonably  practicable, 
to  service  rendered  after  the  date  of  the  enactment  of  the  act.  It  is 
recognized,  however,  that  some  local  service  rendered  prior  to  the. 
date  the  act  is  enacted  (but  billed  after  such  date)  will  be  subject  to 
the  tax.  It  is  intended  to  tax  such  service. 

SECTION  551.  SOFT  DRINKS 

This  section  imposes  a  tax  on  sales  by  the  manufacturer  of  bottled 
soft  drinks,  finished  or  fountain  sirups,  and  carbonic  acid  gas. 

The  tax  rate  on  bottled  soft  drinks  is  one-sixth  cent  per  bottle  if 
made  to  retail  at  not  more  than  10  cents;  one-third  cent  per  bottle 
if  made  to  retail  at  more  than  10  cents  and  not  more  than  20  cents; 
one-half  cent  if  made  to  retail  at  more  than  20  cents.  Bottles  con¬ 
taining  more  than  33  fluid  ounces  are  subject  to  tax  at  the  rate  of  6 
percent  of  the  manufacturer’s  sale  price. 

The  rate  of  tax  with  respect  to  finished  or  fountain  sirups  is  6  cents 
per  gallon.  The  rate  of  tax  with  respect  to  carbonic  acid  gas  is  4 
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cents  per  pound.  These  particular  rates  of  tax  are  as  closely  equiva¬ 
lent,  as  may  be  practicably  ascertained,  to  the  rates  of  tax  applicable 
to  bottled  soft  drinks.  That  is  to  say,  a  soft  drink  sold  at  a  soda 
fountain,  made  with  sirup  and  carbonic  acid  gas,  will  bear,  in  most 
instances,  relatively  the  same  tax  burden  as  a  competitive  bottled 
soft  drink. 

In  the  case  of  sirups,  no  tax  is  imposed  on  sirups  sold  for  use  by 
the  vendee  in  the  preparation  of  bottled  soft  drinks  or  for  consumption 
by  a  vendee  (not  engaged  in  the  preparation  of  soft  drinks)  in  some  use 
other  than  the  preparation  of  soft  drinks.  Similarly,  no  tax  is  imposed 
on  the  use  of  sirups  by  the  manufacturer  in  the  preparation  of  bottled 
soft  drinks,  or  the  consumption  of  sirups  by  a  manufacturer  (who 
is  not  engaged  in  the  preparation  of  soft  drinks)  in  some  use  other 
than  the  preparation  of  soft  drinks.  Under  these  provisions,  for 
example,  a  baker  (providing  he  does  not  also  use  sirups  at  a  soda 
fountain)  can  buy  sirups  “tax-free”  from  the  manufacturer  for  use  in 
baking.  On  the  other  hand,  a  grocer  may  not  buy  finished  or  fountain 
sirups  “tax-free”  for  resale  to  his  trade.  No  provision  is  made  for 
refund  of  the  tax  in  the  case  of  sirups  resold  by  any  person  for  con¬ 
sumption  other  than  in  the  preparation  of  soft  drinks. 

In  the  case  of  carbonic  acid  gas,  the  tax  is  restricted  to  carbonic 
acid  gas  in  gaseous,  liquid,  or  solid  form,  suitable  for  use  in  the  prep¬ 
aration  of  soft  drinks.  As  there  are  relatively  few  manufacturers  of 
and  dealers  in  this  product,  provision  is  made  that  sales  by  dealers 
will  be  subject  to  the  tax,  but  the  dealer  may  purchase  such  gas  tax- 
free.  That  is  to  say,  the  sale  of  carbonic  acid  gas  to  a  dealer  in  such 
gas  for  resale  is  not  subject  to  the  tax.  The  resale  by  the  dealer  is, 
of  course,  subject  to  the  tax. 


SECTION  552.  NEW  MANUFACTURERS’  EXCISE  TAXES 


This  section  imposes  taxes  on  sales  by  the  manufacturer,  producer  or 
importer,  of  the  articles  listed  hereinafter  at  the  rates  given: 

Percent 


Sporting-goods _ 

Luggage - 

Electrical  appliances _ 

Photographic  apparatus _ 

Electric  signs _ _ 

Business  and  store  machines 

Rubber  products _ 

Washing  machines _ 

Optical  equipment _ 


10 

10 

10 

10 

10 

10 

10 

10 

10 


In  the  case  of  sporting  goods,  luggage,  electrical  appliances,  photo¬ 
graphic  apparatus,  business  and  store  machines,  and  optical  equip¬ 
ment,  the  particular  articles  the  sale  of  which  is  subject  to  tax  are 
named.  Uniforms  and  sport  clothing  are  not  within  the  scope  of  the 
tax  on  sporting  goods. 

In  the  case  of  electric  signs,  the  tax  applies  to  articles  falling  within 
the  general  classifications  of  neon-tube  signs,  electric  signs,  and  electric 
advertising  devices. 

It  is  recognized  that  a  number  of  articles  falling  within  the  scope  of 
the  excise  taxes  listed  herein  may  also  fall  within  the  scope  of  the 
jewelry  retail  sales  tax  imposed  by  section  553.  Provision  is  accord¬ 
ingly  made  that  such  articles  will  be  subject  to  the  jewelry  retail  sales 
tax  and  not  to  the  manufacturers’  excise  taxes  imposed  by  this  section. 
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SECTION  553.  NEW  RETAILERS’  EXCISE  TAXES 

This  section  adds  a  new  chapter  19  imposing  new  taxes  on  retail 
sales  of  jewelry,  furs,  and  toilet  preparations  each  at  the  rate  of  10 
percent  of  the  price  for  which  the  article  is  sold.  The  articles  falling 
within  the  jewelry  tax  (including  clocks,  watches,  cases,  and  move¬ 
ments)  are  articles  which  have  in  former  jewelry  excise  taxes  been 
classified  as  jewelry.  There  are  added  flat  ware  and  hollow  ware 
made  of  gold  or  silver,  or  plated.  The  tax  will  not  apply  to  religious 
articles,  surgical  instruments,  or  frames  or  mountings  for  eyeglasses. 

The  fur  tax  is  to  be  imposed  on  the  sale  of  articles  made  of  fur  on  the 
hide  or  pelt  and  articles  of  which  such  fur  is  the  component  material 
of  chief  value.  This  is  a  classification  which  has  been  used  in  earlier 
manufacturers’  excise  taxes  with  respect  to  furs. 

A  tax  on  the  sale  at  retail  of  toilet  preparations  is  imposed  in  place 
of  the  existing  tax  on  sales  by  the  manufacturer  (imposed  by  sec. 
3401  of  the  Internal  Revenue  Code).  Provision  is  made  that  beauty 
parlors  and  barber  shops  shall  make  monthly  returns  of  toilet  prepara¬ 
tions  used  in  the  treatment  of  patrons  and  the  quantity  used  during 
the  month  shall  be  considered  to  have  been  sold  at  retail  by  such 
establishments. 

Section  553  contains,  or  makes  applicable,  the  administrative  pro¬ 
visions  necessary  to  the  administration  of  these  retail-sales  taxes. 

This  section  also  provides  that  the  present  tax  on  sales  of  toilet 
preparations  by  the  manufacturer  (imposed  by  sec.  3401  of  the 
Internal  Revenue  Code)  shall  not  apply  to  articles  sold  after  the 
effective  date  of  the  retail-sales  tax.  Manufacturer’s  tax  previously 
paid  with  respect  to  articles  which  will  also  be  subject  to  the  retail- 
sales  tax  will  not  be  refunded. 

SECTION  554.  TRANSPORTATION  OF  PERSONS,  ETC. 

This  section  imposes  a  tax  on  the  amount  paid  within  the  United 
States  for  the  transportation  of  persons  by  rail,  motor  vehicle,  water, 
or  air,  within  or  without  the  United  States.  The  rate  is  5  percent 
of  the  amount  paid  and  tax  liability  is  imposed  on  the  person  making 
the  payment.  Where  the  amount  paid  is  less  than  35  cents  the  tax 
does  not  apply.  In  the  case  of  commutation  or  season  tickets  the 
tax  does  not  apply  if  the  particular  trips  the  holder  of  the  commutation 
or  season  ticket  is  entitled  to  make  under  the  ticket  are  less  than  30 
miles.  For  example,  a  commutation  ticket  entitling  a  person  to 
transportation  for  a  certain  number  of  trips  between  two  points 
is  not  subject  to  tax  if  the  distance  between  the  two  points  is  less  than 
30  miles.  These  provisions  will  exempt  local  street  car,  bus,  and  taxi 
service.  Amounts  paid  for  commutation  tickets  for  one  month  or 
less  are  also  exempt  from  tax. 

This  section  also  imposes  a  tax  on  amounts  paid  for  seating  or 
sleeping  accommodations  in  connection  with  taxable  transportation. 

Provision  is  made  that  the  time  for  filing  returns  may  be  extended 
for  as  much  as  90  days  in  order  that  carriers  may  have  the  necessary 
time  to  assemble,  from  widely  scattered  points,  necessary  data  for 
making  returns.  Provision  is  also  made  that  the  tax  shall  not  apply 
to  transportation  facilities  furnished  the  United  States,  to  any  State 
or  Territory  or  political  subdivision  thereof,  or  the  District  of  Co¬ 
lumbia. 
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Section  554  (d)  provides  that  the  stamp  tax  on  steamship  passage 
tickets  imposed  by  section  3469  of  the  Internal  Revenue  Code  shall 
not  apply  to  any  tickets  the  purchase  of  which  is  subject  to  tax  under 
the  new  transportation  tax. 

SECTION  555.  COIN-OPERATED  AMUSEMENT  AND  GAMING  DEVICES 

This  section  imposes  an  occupational  tax  of  $25  per  annum  per 
machine  on  each  person  who  maintains  for  use,  or  permits  the  use 
of,  on  premises  occupied  by  him,  a  coin-operated  amusement  or 
gaming  device.  “Coin-operated  amusement  or  gaming  devices”  are, 
briefly,  machines  which  fall  within  the  general  classification  collo¬ 
quially  referred  to  as  “pin  ball”  machines  and  “slot  machines.”  A 
separate  liability  is  incurred  with  respect  to  each  machine,  but  if  one 
such  machine  is  replaced  by  another,  such  other  machine  will  not  be 
considerd  an  additional  machine. 

SECTION  556.  BOWLING  ALLEYS,  ETC. 

This  section  imposes  an  occupational  tax  on  persons  operating 
bowling  alleys,  billiardrooms  or  poolrooms.  The  rate  of  tax  is  $15 
per  annum  for  each  bowling  alley,  billiard  table,  or  pool  table.  All 
types  of  establishments  maintaining  such  equipment,  including 
clubs  or  social  organizations,  etc.,  are  subject  to  the  tax.  Main¬ 
taining  such  equipment  in  a  private  home  is  not  subject  to  tax. 

As  in  the  case  of  other  occupational  taxes,  the  tax  year  begins 
July  1  of  each  year. 

However,  if  after  payment  of  tax  and  prior  to  the  end  of  the  tax 
year,  additional  bowling  alleys,  or  billiard  or  pool  tables,  are  placed 
m  operation,  a  supplemental  return  must  be  filed  and  tax  paid  with 
respect  to  the  additional  equipment  for  the  period  beginning  with 
the  day  of  the  month  in  which  operation  of  the  additional  equipment 
commenced. 


SECTION  557.  TAX  ON  OUTDOOR  ADVERTISING 

Section  557  imposes  an  annual  special  tax  on  persons  engaged  in  the 
business  of  furnishing  to  others  the  use  of  billboards  for  outdoor' 
advertising.  The  special  tax  is  based  on  the  number  of  billboards 
maintained  or  controlled  by  the  taxpayer  during  the  tax  year,  and 
the  rate  is  graduated  according  to  the  number  of  such  billboards  in 
each  size  classification.  There  are  three  classifications  taxable, 
respectively,  at  $5,  $8,  and  $11,  per  billboard. 

SECTION  558.  TAX  ON  USE  OF  MOTOR  VEHICLES  AND  BOATS 

This  section  imposes  a  tax  on  the  use  of  motor  vehicles  and  boats. 
In  the  case  of  motor  vehicles  the  tax  is  $5  per  annum.  In  the  case  of 
boats  the  rate  of  tax  ranges  from  $5  per  annum  on  boats  having  an 
over-all  length  of  16  feet  or  over  but  not  over  28  feet,  to  $200  per 
annum  on  boats  over  200  feet  in  over-all  length.  In  the  case  of 
motor  vehicles  the  tax  is  to  be  paid  by  the  person  in  whose  name  the 
motor  vehicle  is,  or  is  required  to  be,  regisl  ered.  In  the  case  of  boats, 
the  tax  is  to  be  paid  by  the  owner  of  the  boat.  The  effective  date  of 
the  tax  is  February  1,  1942.  That  is,  the  use  of  motor  vehicles  and 
boats  before  that  date  is  not  subject  to  tax. 
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The  tax  year  begins,  however,  July  1.  Persons  using  motor  vehicles 
after  February  1,  1942,  would,  therefore,  pay  a  proportionate  part  of 
the  $5  annual  tax  from  the  first  day  of  the  month  in  which  the  use 
began  after  February  1,  1942,  to  July  1,  1942.  That  is,  a  person  begin¬ 
ning  the  use  of  a  motor  vehicle  in  the  month  of  February  1942  would 
pay  five-twelfths  of  the  $5  tax.  A  person  beginning  the  use  of  a  motor 
vehicle  during  the  month  of  July  1942  would  pay  the  full  $5  tax  for 
the  period  from  July  1,  1942,  to  June  30,  1943. 

The  term  “motor  vehicle”  is  defined  to  mean  motor  vehicles  of  the 
kind  “chiefly  used  for  highway  transportation.”  Accordingly,  no  tax 
is  imposed  with  respect  to  trailers  for  motor  vehicles. 

The  term  “boat”  is  defined  to  mean  all  boats  propelled  or  equipped 
for  propulsion  by  machinery,  sail,  or  motor  measuring  16  feet  or  more 
in  over-all  length,  owned  by  a  citizen  or  resident  of  the  United  States. 
Hence,  for  example,  a  citizen  and  resident  of  Canada  bringing  his  boat 
into  territorial  waters  of  the  United  States  would  not  be  liable  for  the 
tax.  Boats  used  for  trade  or  commercial  fishing  and  certain  boats 
used  for  the  relief  of  seamen  are  not  subject  to  the  tax.  Liability  in 
the  case  of  a  boat  does  not  depend  on  use  for  actual  transportation. 
Any  form  of  use  is  taxable.  A  boat  maintained  and  available  for 
transportation  is  in  use. 

If  the  tax  is  paid  with  respect  to  any  motor  vehicle  or  boat  for  any 
year,  no  further  tax  for  that  year  is  imposed  with  respect  to  such 
vehicle  or  boat.  For  example,  if  a  person  using  an  automobile  pays 
a  tax  with  respect  to  such  use  and  thereafter  sells  the  automobile,  the 
purchaser  is  not  liable  for  the  tax  on  the  use  of  such  automobile  for  the 
balance  of  the  particular  tax  year.  However,  the  tag  or  other  evi¬ 
dence  of  payment  is  not  transferable  from  one  vehicle  or  boat  to  an¬ 
other,  so  that  one  who  sells  or  “trades  in”  a  vehicle  or  boat  with 
respect  to  which  a  tax  has  been  paid  and  procures  another  must  pay 
a  second  tax. 

In  the  administrative  provisions  made  applicable  to  the  tax,  wide 
latitude  is  given  to  the  Commissioner  of  Internal  Revenue  with  respect 
to  the  method  of  collecting  the  tax,  and  for  prescribing  a  form  of  stamp, 
sticker,  or  tag  to  be  affixed  to  the  motor  vehicle  or  boat  as  evidence 
that  the  tax  has  been  paid.  Provision  is  made  for  allowing  the  co¬ 
operation  of  the  Post  Office  Department  or  of  private  persons  to  assist 
in  the  collection  of  the  tax. 

Persons  liable  for  the  tax  who  use  or  permit  the  use  of  a  motor 
vehicle  or  boat  before  the  tax  has  been  paid  shall  be  guilty  of  a  mis¬ 
demeanor  and  be  punished  by  a  fine  of  $25  or  30  days’  imprisonment 
or  both.  A  similar  penalty  is  imposed  on  a  person  who  uses  or  oper¬ 
ates  a  motor  vehicle  or  boat  which  does  not  bear  a  stamp,  sticker,  or 
tag  affixed  in  the  manner  provided  in  the  Commissioner’s  regulations. 
The  use  of  motor  vehicles  or  boats  by  the  United  States,  a  State, 
Territory,  or  political  subdivision  thereof  or  the  District  of  Columbia 
is  not  subject  to  tax. 

SECTION  559.  EFFECTIVE  DATE  OF  PART  V 

This  section  provides  that  the  new  taxes  imposed  by  sections  551 
to  558  will  take  effect  on  the  first  day  of  the  first  month  which  begins 
more  than  10  days  after  the  date  of  the  enactment  of  the  act. 
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TITLE  VI— RADIO  BROADCASTING  STATIONS  AND  NETWORKS 
SECTION  601.  RADIO  BROADCASTING  STATIONS  AND  NETWORKS 

This  section  imposes  an  excise  tax  for  the  calendar  year  1942  and 
each  succeeding  calendar  year  upon  every  person  who  during  the  year 
operates  a  radio  broadcasting  station  or  engages  in  network  broad¬ 
casting  at  any  time  during  such  calendar  year.  The  tax  is  equal  to  a 
given  percentage  of  net  time  sales  during  the  year.  A  net  time  sale 
is  the  gross  amount  received  or  accrued  from  a  sale  of  radio  time,  not 
including  the  amount  of  any  commission  to  an  advertising  agency  (up 
to  15  percent  of  the  gross  amount),  and  minus  any  amounts  paid  or 
incurred  by  the  taxpayer,  pursuant  to  the  sale  of  radio  time  by  him, 
for  broadcasting  time  to  other  persons  operating  radio  stations  or 
engaged  in  network  broadcasting.  Such  other  persons  are  in  turn 
liable  with  respect  to  the  amounts  so  paid  to  them.  If  the  taxpayer 
is  on  a  cash  basis  of  accounting,  net  time  sales  are  computed  with 
reference  to  amounts  received  and  amounts  paid.  In  the  case  of  a 
taxpayer  on  an  accrual  basis  of  accounting,  net  time  sales  are  com¬ 
puted  with  reference  to  amounts  accrued  and  liabilities  incurred. 

The  rates  of  tax  are  5  percent  where  the  net  time  sales  during  the 
year  exceed  $100,000  and  do  not  exceed  $500,000,  10  percent  where 
the  net  sales  exceed  $500,000  and  do  not  exceed  $1,000,000,  and  15 
percent  where  the  net  sales  exceed  $1,000,000.  The  tax  is  measured 
in  each  case  by  the  entire  amount  of  the  net  time  sales  but  the  liability 
of  a  taxpayer  in  one  classification  cannot  exceed  the  maximum  liability 
under  the  next  lower  classification  plus  the  amount  of  the  taxpayer’s 
net  time  sales  in  excess  of  the  maximum  net  time  sales  taxable  under 
the  lower  classification.  If  the  net  sales  do  not  exceed  $100,000  no 
tax  is  imposed. 

A  return  for  the  calendar  year  must  be  made  prior  to  March  1  of 
the  succeeding  year. 


Appendix 

MANDATORY  JOINT  RETURNS 
PRIOR  ADVOCACY 

When  the  Hill  subcommittee  met  in  1933  to  consider  “income-tax 
loopholes,”  one  of  the  issues  raised  was  that  of  community  property. 
At  that  time  the  staff  of  the  Joint  Committee  on  Internal  Revenue 
Taxation  offered  a  proposal  to  tax  the  income  to  the  spouse  having 
management  and  control  of  the  property.  This  proposal  was  defeated 
in  the  subcommittee  by  a  very  close  vote.  The  subcommittee  in  its 
report  said: 

The  income-tax  situation  existing  in  eight  States  of  the  Union  having  com¬ 
munity-property  laws  has  been  carefully  considered.  No  recommendation  in 
regard  thereto  is  made  by  your  subcommittee  in  view  of  the  legal  difficulties 
involved. 

The  full  committee  held  public  hearings  on  the  subcommittee 
report.  At  that  time  Dr.  Magill  appeared,  representing  the  Treas¬ 
ury  Department.  In  this  connection,  he  stated: 

Under  the  present  law,  a  husband  and  wife  living  together  may,  at  their  own 
option,  make  separate  returns  or  may  make  a  single  joint  return.  If  each  has  an 
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income  of  any  considerable  size,  each  will  ordinarily  make  a  separate  return,  in 
order  to  reduce  the  normal  tax,  and,  more  particularly,  the  surtaxes  which  would 
otherwise  be  payable.  The  family  income  is  in  fact  frequently  expended  and 
otherwise  treated  as  a  unit;  nevertheless,  if  the  husband  and  wife  can  so  arrange 
their  affairs  that  the  wife  is  in  receipt  of  a  portion  of  the  family  income,  income 
taxes  can  be  considerably  reduced.  In  other  words,  the  present  privilege  of  filing 
separate  returns  operates  to  that  extent  to  defeat  the  progressive  rate  schedule, 
particularly  in  the  case  of  the  larger  taxpayers.  *  *  * 

The  Treasury  Department  therefore  recommends  that  the  committee  consider 
whether  a  husband  and  wife  living  together  should  not  be  required  to  file  a  single 
joint  return,  each  to  pay  the  tax  attributable  to  his  share  of  the  income.  Such  a 
provision  has  long  been  in  force  in  other  countries. 

Reference  may  be  made  in  this  connection  to  the  Hoeper  case  (284  U.  S.  206), 
in  which  the  Supreme  Court  held  that  a  somewhat  similar  provision  in  the  Wis¬ 
consin  income-tax  statute  was  invalid.  The  case  is  not,  however,  conclusive  for 
two  reasons.  In  the  first  place,  the  Wisconsin  law  was  evidently  interpreted  by 
the  Court  as  requiring  that  the  husband  should  pay  the  tax  on  his  wife’s  income. 
This  objection  can  be  elimihated  by  proper  draftsmanship  specifying  otherwise. 
In  the  second  place,  the  Federal  Government  is  not  under  the  same  constitutional 
restrictions  as  the  States  in  this  respect. 

In  the  1934  hearings  (p.  116),  Dr.  Magill  stated  in  answer  to  a 
question  by  Mr.  Cooper  as  to  the  status  of  the  law: 

My  own  view  is  that  a  provision  of  this  kind  is  so  fair  that  the  likelihood  is 
that  the  court  will  uphold  it,  and  I  don’t  see  anything  in  these  decisions  which 
would  prevent  them  from  so  holding. 

On  June  1,  1937,  the  President  of  the  United  States  transmitted 
to  the  Congress  a  letter  from  the  Secretary  of  the  Treasury,  dated 
May  29,  1937,  discussing  the  devices  being  employed  by  taxpayers  of 
large  incomes  to  avoid  income  taxes.  Among  these  devices  were  the 
following: 

THE  DEVICE  OF  THE  CREATION  OF  MULTIPLE  TRUSTS  FOR  RELATIVES  AND  DEPENDENTS 

Splitting  income  two  ways,  between  husband  and  wife,  reduces  income  taxes 
and  leaves  the  family  income  intact.  Splitting  the  family  income  many  ways  by 
means  of  many  trusts,  all  for  the  same  beneficiaries,  may  effect  a  much  greater 
saving,  while  leaving  the  money  actually  in  the  same  hands.  For  the  creator  of 
the  trust  often  constitutes  himself  or  his  wife  as  trustee,  and  thus  retains  full 
control  over  the  investment  and  disposition  of  the  fund  itself  and  of  its  income. 

One  thrifty  taxpayer  has  formed  64  trusts  for  the  benefit  of  four  members  of 
his  immediate  family,  and  thereby  claims  to  have  saved  them  over  $485,000  in 
1  year  in  taxes. 

Another  thrifty  pair  have  constituted  40  trusts  for  their  relatives,  and  a  promi¬ 
nent  lawyer  and"  Ms  wife  utilize  16  trusts  for  the  same  purpose.  The  first  pair 
maintains  numbered  brokerage  accounts,  and  only  at  the  end  of  the  year  are  the 
beneficial  owners  identified.  In  this  way  innumerable  transactions  are  carried  on, 
often  between  accounts,  which  do  not  actually  affect  the  beneficial  interests  of  their 
owners,  but  which  are  designed  solely  to  reduce  tax  liability. 

THE  DEVICE  OF  HUSBAND  AND  WIFE  OR  FATHER  AND  CHILDREN  PARTNERSHIPS 

The  purpose  of  these  partnerships,  like  the  multiple  trusts,  is  to  split  the  family 
income  artificially  into  two  parts;  or,  if  the  children  are  taken  in,  into  still  smaller 
fractions. 

There  are  many  instances  of  this  kind;  but  to  illustrate  the  point,  it  is  sufficient 
to  cite  the  case  of  a  New  York  brokerage  firm  which  late  in  1935  admitted  into 
partnership  the  four  minor  children,  two  boys  and  two  girls,  of  one  of  the  partners. 
The  tax  saving  he  sought  thereby  in  1936  amounted  to  over  $50,000. 

THE  DIVISION  OF  INCOME  BETWEEN  HUSBAND  AND  WIFE  IN  THE  EIGHT  COMMUNITY 

PROPERTY  STATES 

This  is  another  major  cause  of  revenue  loss,  which  is  unjustifiable  because 
obtained  at  the  expense  of  taxpayers  in  the  40  States  which  do  not  have  commu¬ 
nity-property  laws.  A  New  York  resident  with  a  salary  of  $100,000  pays  about 
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$32,525  Federal  income  tax;  a  Californian  with  the  same  salary  may  cause  one-half 
to  be  reported  by  his  wife  and  the  Federal  income  taxes  payable  by  the  two  will 
be  only  $18,626.  The  total  loss  of  revenue  due  to  this  unjustifiable  discrimination 
against  the  residents  of  40  States  runs  into  the  millions. 

Dr.  Magill,  as  the  representative  of  the  Treasury,  in  his  testimony 
before  the  Tax  Evasion  and  Avoidance  Committee  in  1937,  said: 

In  his  statement  to  the  Committee  on  Ways  and  Means  the  Acting  Secretary 
also  pointed  out  that  the  problem  of  taxing  the  incomes  of  spouses  has  a  broader 
aspect  than  that  of  eliminating  the  discrimination  in  favor  of  husbands  and  wives 
living  together  in  community-property  States.  Since  spouses  living  together  in 
non-community-property  States  may  file  separate  returns,  there  is  a  strong 
incentive  for  them  to  arrange  their  property  holdings  in  such  a  way  as  to  realize 
the  greatest  possible  tax  advantage  through  a  division  of  income  or  an  allocation 
of  losses  (p.  310). 

And  then  in  answer  to  the  remedy  for  this  situation,  Dr.  Magill  said: 

I  do  not  know  whether  we  have  got  anything  essentially  different  from  what 
was  worked  out  in  1933  and  1934  or  not.  I  have  not  been  able  to  go  over  that 
carefully  in  the  last  2  or  3  weeks.  As  I  say,  our  net  suggestion  is  that  we  think 
it  would  be  desirable  over  the  country  as  a  whole  to  provide  that  the  incomes  of 
husbands  and  wives  living  together  should  be  aggregated  and  the  tax  computed 
with  respect  to  the  total  (p.  312.) 

REPORT  OF  THE  ROYAL  COMMISSION  (GREAT  BRITAIN) 

ON  THE  INCOME  TAX 

The  following  is  taken  verbatim  from  the  Report  of  the  Royal 
Commission  (1920): 

SECTION  VII.  THE  ASSESSMENT  OF  MARRIED  PERSONS 

248.  The  correct  method  of  assessing  married  persons  has  received 
a  great  deal  of  public  attention  both  before  and  since  the  appoint¬ 
ment  of  this  Commission.  The  matter  has  been  freely  ventilated  in 
the  press  and  has  been  raised  on  several  occasions  in  the  House  of 
Commons.  In  the  course  of  our  incpiiry  a  considerable  volume  of 
evidence  on  the  subject  has  been  presented  to  us,  and  we  have  exam¬ 
ined  witnesses  from  representative  women’s  societies;  we  have  also 
received  a  large  number  of  letters  in  connection  with  this  part  of  our 
investigation. 

249.  Speaking  generally,  the  existing  position  is  that  husband  and 
wife  are  regarded  as  one  unit  for  the  purpose  of  income  tax;  the  income 
of  a  married  woman  living  with  her  husband  being  deemed  to  be  (for 
this  purpose)  the  income  of  the  husband,  and  the  husband  being 
responsible  for  the  inclusion  of  his  wife’s  income  in  his  own  return; 
but  this  general  position  is  subject  to  two  important  modifications. 

(a)  It  is  in  the  power  of  either  spouse  to  elect  to  be  separately 
assessed,  and  if  that  election  is  made,'  income  tax  is  assessed,  charged, 
and  recovered  on  the  income  of  the  husband  and  on  the  income  of 
the  wife  as  if  they  were  not  married. 

( b )  If  a  married  woman  earns  income  by  her  own  personal  labor, 
and  her  husband  also  earns  income  unconnected  with  his  wife’s 
business  or  employment,  a  separate  claim  of  exemption  or  abatement 
can  be  made  in  respect  of  the  wife’s  earned  income — provided  the  joint 
income  of  husband  and  wife  does  not  exceed  £500. 

250.  The  option  of  separate  assessment  referred  to  in  (a)  dates  from 
1914;  it  applies  to  married  men  equally  with  married  women,  but  it 
does  not  appear  to  be  very  widely  known ;  indeed,  some  of  the  witnesses 
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seem  to  have  been  unaware  of  the  existence  of  any  such  provision. 
The  option  is  rarely  taken  advantage  of,  either  because  of  this  prevail¬ 
ing  want  of  knowledge,  or  because  its  exercise  is  not  in  fact  often 
desired.  Although  a  married  woman  can  make  a  separate  return  and 
be  assessed  separately  from  her  husband,  if  she  wishes  it,  the  total  of 
their  separate  liabilities  to  income  tax,  if  the  election  is  made,  does  not 
differ  from  the  combined  liability  that  would  have  arisen  if  the  option 
had  not  been  exercised.  For  example,  if  husband  and  wife  have 
incomes  of  £2,000  and  £1,000  a  year  respectively,  and  claim  to  be 
separately  assessed,  neither  is  granted  exemption  from  supertax, 
but  the  liability  attaching  to  an  income  of  £3,000  is  divided,  and 
charged  separately  upon  husband  and  wife  in  proportion  to  the  size  of 
their  respective  incomes. 

251.  This  position  does  not  satisfy  the  more  extreme  advocates  of 
separate  assessment;  they  say  that  husband  and  wife  should  be  assessed 
as  though  they  were  separate  taxable  units — without  any  regard  to 
the  amount  of  their  combined  incomes.  This  contention  has  been 
urged  upon  us  by  many  witnesses,  and  it  forms  the  burden  of  the 
many  letters  we  have  received  on  this  subject — mainly  written  by 
persons  who  would  themselves  benefit  by  the  change  proposed.  By 
those  who  take  this  view  it  is  claimed  that  the  right  to  a  completely 
separate  assessment  is  an  essential  part  of  separate  citizenship,  and 
that  the  principle  of  absolute  equality  in  regard  to  civil  obligations 
should  override  any  principle  of  taxation.  The  statement  was  also 
made  that  the  present  method  of  assessment  imposes  a  penalty  on 
marriage. 

252.  On  the  other  hand,  it  has  been  contended  by  several  witnesses 
that  this  proposal  for  separate  assessment  of  husband  and  wife  is  not 
reconcilable  with  a  just  view  of  the  principle  of  ability  to  bear  taxation, 
and  that  the  common  menage  which  is  our  general  mode  of  social  life 
must  be  considered  in  any  equitable  system  of  taxation.  From  the 
point  of  view  of  ability  to  pay  those  who  oppose  separate  treatment 
contend  that  it  would  be  an  anomaly  if  different  sums  of  income  tax 
were  levied  on  two  married  couples  enjoying  equal  incomes,  merely 
because  in  one  case  the  income  belonged  wholly  to  one  spouse  and  in 
the  other  to  both.  In  the  case  of  a  married  man  with  £1,000  a  year 
unearned  income,  the  sacrifice  involved  by  income  tax,  say  £187  10s., 
may  in  most  households  be  regarded  as  borne  equally  by  each  spouse, 
a  sacrifice  of  £93  15s.  each.  If  the  husband  and  wife  each  have  £500  a 
year  there  is  no  such  difference  in  their  taxable  capacity  as  would 
justify  a  sacrifice  of  only  £60  a  year  each,  which  is  what  would  result 
from  treating  husband  and  wife  as  two  separate  units. 

253.  If  we  conceive  a  number  of  households  where  the  wife  has  a 
varying  amount  of  separate  income,  but  where  the  total  income  (un¬ 
earned)  of  the  husband  and  wife  is  the  same,  the  anomalies  that  would 
result  from  the  proposed  method  of  separate  assessment  will  be 
apparent.  Let  the  total  income  be  assumed  to  be  £1,000. 

£  s.  d. 

If  the  husband  has  the  whole  income,  the  tax  paid  would  be _  187  10  0 

If  the  husband  has  £900  and  the  wife  £  100,  the  tax  paid  would  be _ 168  15  0 

If  the  husband  has  £800  and  the  wife  £200,  the  tax  paid  would  be _  162  0  0 

If  the  husband  has  £700  and  the  wife  £300,  the  tax  paid  would  be _  145  2  6 

If  the  husband  has  £600  and  the  wife  £400,  the  tax  paid  would  be _ 135  15  0 

If  the  husband  has  £500  and  the  wife  £500,  the  tax  paid  would  be _  120  0  0 

H.  Rept.  1040,  77-1° - 5 
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The  difference  in  the  sums  borne  by  the  first  and  last  of  these 
households  with  identical  incomes  would  thus  be  £67  10s.,  a  result 
which  appears  to  us  not  only  inequitable  but  ridiculous  under  a  system 
which  aims  at  adjusting  the  tax  in  accordance  with  the  principle  of 
ability  to  pay. 

254.  Other  witnesses  referred  to  the  fact  that  the  income  of  husband 
and  wife  under  the  ordinary  conditions  of  married  life  is  treated  as  a 
joint  one  so  far  as  expenditure  is  concerned,  and  argued  that  it  is, 
therefore,  not  unfair  to  make  their  expenditure  for  taxation  dependent 
upon  their  total  resources.  Under  the  present  law  and  practice  if 
the  husband  and  wife  are  living  apart  their  incomes  are  treated  as 
separate  subjects  for  assessment.  It  was  pointed  out  that  if  the 
allegation  is  correct  that  joint  assessment  is  conducive  to  immorality 
(an  allegation  unproved  in  the  course  of  our  inquiry  and  characterized 
by  one  of  the  women  witnesses  as  being  neither  reasonable  nor  prob¬ 
able),  the  logical,  even  if  not  the  practicable,  remedy  is  to  render 
liable  to  joint  assessment  the  income  of  twTo  unmarried  persons  living 
together. 

255.  It  has  been  stated  by  the  Chancelor  of  the  Exchequer  in  the 
House  of  Commons  that  the  loss  which  would  arise  from  the  separate 
assessment  of  husband  and  wife  would  be  £20,000,000,  increasing 
possibly  to  £45,000,000  in  consequence  of  avoidance  of  tax  by  trans¬ 
fer  of  income  from  the  husband  to  the  wife.  To  shift  a  burden  from 
the  shoulders  of  persons  whose  joint  income  is  such  that  their  ability 
to  pay  permits  of  its  being  equitably  borne  by  them,  and  to  place  part 
of  that  burden,  by  means  of  an  increased  rate,  upon  the  shoulders  of 
other  taxpayers,  would  be,  in  our  opinion,  entirely  contrary  to  all 
principles  of  equitable  assessment. 

256.  We  feel  that  the  demand  of  those  who  favor  this  change  is  in 
effect  not  so  much  a  demand  for  separate  assessment  or  separate 
recovery  of  tax — this  they  can  have  under  the  existing  law — as  for  a 
diminution  in  income-tax  liability  on  the  ground  that  part  of  the 
joint  income  happens  to  belong  to  the  wife.  There  are  two  methods 
of  recognizing,  by  diminished  taxation,  the  obligations  of  marriage. 
One  is  to  make  an  allowance,  a  wife  allowance  or  marriage  allowance, 
from  the  joint  income;  this  wife  allowance  is  already  granted  under 
the  present  law,  and  we  have  made  proposals  which  will  in  effect 
increase  it  considerably.  The  other  method  is,  by  a  complete  sever¬ 
ance  in  the  treatment  of  husband  and  wife  for  income-tax  purposes, 
to  effect  a  differentiation  the  results  of  which  will  depend  entirely 
on  the  particular  manner  in  which  a  given  income  chances  to  be  dis¬ 
tributed  between  the  two  members  of  the  household.  The  first 
method,  seeing  that  it  affects  every  married  couple,  is  far  more  likely 
than  the  second  to  encourage  marriage. 

257.  It  strikes  us  as  curious  that,  while  ignoring  the  joint  obliga¬ 
tion  of  husband  and  wife  for  the  purpose  of  pressing  their  claim  to 
entirely  separate  treatment,  the  same  witnesses  have  asked  for  in¬ 
creases  in  the  wife  and  children  allowances — which  are  express  recog¬ 
nitions  of  the  joint  responsibilities  created  by  marriage.  It  seems  to 
us  that  it  would  be  quite  illogical,  under  the  same  system  of  taxation, 
to  make  an  allowance  which  recognizes  the  joint  responsibilities  of 
husband  and  wife,  and  at  the  same  time  to  grant  relief  to  each  of  the 
partners  to  the  union  as  though  they  were  complete  strangers.  If 
separate  assessment  were  granted  the  marriage  allowance  should 
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logically  be  abolished,  and  the  result  would  be  a  shifting  of  burdens 
from  the  rich  to  the  poor,  because  in  the  vast  majority  of  cases  the 
wife  has  either  no  separate  income  at  all  or  a  separate  income  less 
than  the  amount  of  the  present  marriage  allowance,  and  far  less  than 
allowance  we  suggest  should  be  made. 

258.  The  question  involved  shoidd  not  be  regarded  as  a  political 
question,  but  purely  as  one  of  finance  and  revenue,  and  we  are  satis¬ 
fied  that  it  must  be  decided,  not  on  any  theoretical  grounds  of  equali  ty 
of  citizenship,  but  in  accordance  with  the  outstanding  principle  of 
“ability  to  pay,”  which  we  recognize  as  governing  all  questions  of 
taxation.  In  the  application  of  this  principle,  we  must  regard  the 
social  conditions  of  the  country  in  which  the  taxation  is  imposed. 
The  great  majority  of  married  persons  live  together  and  use  their 
several  incomes  for  common  purposes,  and  this  common  menage  and 
joint  dependency  is  recognized,  to  the  benefit  of  the  wife,  for  other 
purposes  of  taxation,  e.  g.,  legacy  and  succession  duties  payable  by 
a  widow  are  less  than  those  payable  by  a  person  unrelated  to  the 
deceased. 

259.  The  aggregation  for  income-tax  purposes  of  the  income  of 
husband  and  wife  is  not  dependent  upon  any  medieval  conception  of 
the  subordination  of  women;  nor  is  it  a  question  of  sex  disability, 
since  either  partner  can  claim  separate  assessment  and  separate  col¬ 
lection.  The  incomes  are  aggregated  because  the  law  of  taxable 
capacity  is  the  supreme  law  in  matters  of  taxation,  and  taxable  capacity 
is,  in  fact,  found  to  depend  upon  the  amount  of  the  income  that 
accrues  to  the  married  pair,  and  not  upon  the  way  in  which  that  income 
happens  fortuitously  to  be  owned  by  the  members  of  the  union.  It  is 
beyond  question  that  in  the  immense  majority  of  cases  where  the  wife 
has  separate  means  she  contributes  to  the  common  purse,  either  by 
actual  merger  of  her  income  with  her  husband’s,  or  by  bearing  expenses 
which  in  less  fortunate  households  fall  upon  the  husband. 

260.  We  have  given  a  great  deal  of  time  and  attention  to  this 
subject  and  have  considered  with  the  utmost  care  all  the  arguments 
that  have  been  put  before  us,  and  we  have  been  forced  to  the  conclusion 
that  the  grievance  complained  of  is  more  vocal  than  real,  in  other 
words,  that  it  is  a  grievance  rather  than  a  hardship.  We  therefore 
recommend  that  the  aggregation  of  the  incomes  of  wife  and  husband 
should  continue  to  be  the  rule. 

261.  In  paragraph  249  (b)  we  referred  to  the  exceptional  treatment 
allowed  under  the  existing  law  to  the  earned  income  of  a  married 
woman  where  the  joint  income  does  not  exceed  £500.  The  effect 
of  this  provision,  in  a  case  where,  for  example,  husband  and  wife  each 
earn  £250  and  have  no  other  income,  is  that  two  abatements  of  £120 
each  are  allowed,  as  compared  with  the  single  abatement  of  £100 
which  would  be  allowed  if  the  whole  £500  were  earned  either  by  the 
husband  or  by  the  wife.  The  limit  of  £500  has  been  represented  to 
us  as  too  low  in  present  conditions.  Wo  agree  with  this  point  of  view, 
and  recommend  that  the  relief  in  its  present  form  should  be  dis¬ 
continued,  and  that  where  the  wife  has  £50  or  more  of  earned  income 
the  joint  exemption  or  abatement  allowance  to  a  married  couple 
should  be  increased  from  £250  (earned)  to  £300  (earned).  Where 
the  wife  earns  less  than  £50,  the  joint  allowance  for  a  married  couple 
should  be  increased  from  £250  (earned)  by  the  amount  of  the  wife’s 
earnings. 
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262.  In  connection  with  this  subject,  our  attention  has  been  directed 
to  some  minor  details  in  regard  to  which  we  make  the  following  sug¬ 
gestions:  (a)  that  the  revenue  should  have  'power  of  assessment,  appor¬ 
tionment,  and  recovery  of  the  tax  against  the  spouses  in  respect  of  their 
separate  incomes  where  necessary  to  the  collection  of  the  tax;  (6)  that  the 
notice  to  be  given  by  a  wife  or  husband  requiring  separate  assessment 
should  be  allowed  to  be  given  at  any  time  not  later  than  June  30  in  the 
year  of  assessment;  and  ( c )  that  when  husband  and  wide  are  separately 
assessed  any  relief  in  respect  of  their  unearned  or  investment  income 
should  be  given  to  the  husband  and  to  the  wife  in  jrroportion  to  their  re¬ 
spective  assessable  incomes. 


INDIVIDUAL  VIEWS  OF  CERTAIN  MEMBERS  OF 
THE  WAYS  AND  MEANS  COMMITTEE 


The  undersigned  members  of  the  Ways  and  Means  Committee,  while 
agreeing  in  the  main  with  the  provisions  of  the  bill,  desire  to  express 
their  disagreement  and  dissent  to  those  provisions  which  require 
mandatory  joint  income-tax  returns  by  husband  and  wife. 

This  provision  was  included  in  the  bill  without  hearings  or  without 
permitting  affected  parties  any  opportunity  to  appear  before  the 
committee. 

We  have  read  carefully  the  pamphlet  prepared  by  the  staff  of  the 
Joint  Committee  on  Internal  Revenue  Taxation.  To  us  the  argu¬ 
ments  seem  fallacious,  and  are  open  to  the  serious  objection  that  for 
more  than  100  years,  in  this  country  at  least  and  elsewhere  for  longer, 
that  husband  and  wife  have  been  considered  separate  entities.  While 
it  is  true  that  under  the  common  law  all  of  the  property  of  the  wife, 
even  that  which  she  held  at  the  time  of  marriage,  became  her  hus¬ 
band’s,  for  generations  that  has  not  been  the  rule  in  our  country. 
We  believe  the  proposal  is  not  only  unsound  but  definitely  uncon¬ 
stitutional. 

The  effect  of  the  mandatory  joint  returns  provision  is  to  merge,  for 
taxation  purposes,  the  income  of  both  spouses,  so  that  the  old  common- 
law  rule  is  in  effect  revived,  and  the  wife  is  no  longer  recognized  as  a 
separate  person. 

It  is  realized  by  us  that  this  provision  will  increase  the  revenue  of 
the  Federal  Government,  but  it  will  do  so  only  on  the  basis  of  gross 
injustice  to  the  womanhood  of  the  country.  A  simple  example  will 
suffice:  Two  sisters,  each  acquired  $20,000  by  inheritance  or  gift  from 
their  father.  One  of  them  is  married  to  a  husband  who  is  making  an 
additional  substantial  salary.  The  other  is  single.  The  single 
daughter  will  pay  tax  only  upon  the  income  from  $20,000.  The 
married  daughter  and  her  husband  will  pay  income  tax  upon  the  income 
from  the  $20,000  plus  all  of  the  salary,  wages,  and  other  earnings  that 
her  husband  will  receive. 

It  is  not  our  intention  to  present  the  full  argument  against  this 
discriminatory  proposal  in  these  views,  but  it  is  our  intention  to  present 
these  views  fully  and  in  some  detail  on  the  floor  of  the  House  during  the 
consideration  of  the  bill. 

Frank  H.  Buck. 

Milton  H.  West. 

Knute  Hill. 

Thomas  A.  Jenkins. 

B.  W.  Gearhart. 
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SUPPLEMENTAL  VIEWS  OF  THE  REPUBLICAN 

MINORITY 


We,  of  the  Republican  minority  on  the  Ways  and  Means  Committee, 
desire  to  submit  the  following  supplemental  statement  with  respect  to 
the  revenue  bill. 

ADDITIONAL  TAXES  IMPERATIVE 

The  Nation’s  finances  are  in  a  critical  state,  due  to  the  extravagant 
spending  and  reckless  borrowing  under  the  New  Deal  administration 
during  the  past  8  years.  This  condition  is  now  aggravated  by  the 
fact  that  unprecedented  outlays  for  national  defense  are  being  required. 

It  is  obvious  that  a  substantial  increase  in  the  tax  burden  is  impera¬ 
tive  if  the  credit  of  the  Nation  is  to  be  preserved  and  the  defense 
program  is  to  go  forward. 

We,  therefore,  have  no  alternative  but  to  support  the  general  objec¬ 
tive  of  the  bill  in  seeking  to  bring  revenues  and  expenditures  closer 
together. 

PAST  NEW  DEAL  PRODIGALITY  MAKES  DEFENSE  FINANCING  MORE 

DIFFICULT 

Already,  emergency  defense  appropriations  total  43  billions  of 
dollars,  with  some  7  billions  more  in  immediate  contemplation.  This 
stupendous  expenditure — which  may  in  the  future  be  multiplied 
several  times  over — must  be  financed  on  top  of  the  doubled  cost  of 
the  ordinary  functions  of  Government  under  the  New  Deal. 

As  the  American  people  reflect  upon  the  astronomical  magnitude 
of  the  defense  program,  they  must  be  painfully  aware  that  the  ability 
of  the  Government  to  finance  it  has  been  greatly  impaired  by  the 
prodigality  of  the  New  Deal  spenders. 

These  wastrels  have  engaged  in  the  greatest  peacetime  orgy  of 
extravagance  in  all  history.  In  8  years  they  have  spent  as  much  as  it 
cost  to  run  the  Government  during  the  first  131  years  of  our  country’s 
existence,  from  the  administration  of  George  Washington  through  the 
administration  of  Woodrow  Wilson,  including  the  World  War  period.1 

They  have  accumulated  a  series  of  staggering  annual  deficits  which 
have  piled  up  the  national  debt  to  a  point  where  even  the  necessary 
borrowing  for  defense  will  seriously  jeopardize  the  public  credit. 

They  have  taxed  and  taxed  the  people  until  the  available  sources  of 
Federal  revenue  have  been  all  but  exhausted.  Thirteen  major  tax 
measures  have  been  enacted  under  the  New  Deal.2  The  American 

1  Such  expenditures  totaled  $90,344,000,000.  See  the  Annual  Report  of  the  Secretary  of  the  Treasury. 

•  The  13  tax  measures  include:  (1)  The  National  Relief  Administration  Act  tax  levies,  1933;  (2)  the  Agri¬ 
cultural  Adjustment  Administration  processing  taxes,  1933;  (3)  the  beer-tax  bill,  1933;  (4)  the  liquor-tax- 
bill,  1934;  (5)  the  Revenue  Act  of  1934;  (6)  the  pay-roll  taxes  under  the  Social  Security  Act,  1935;  (7)  the 
Revenue  Act  of  1935;  (8)  the  Revenue  Act  of  1939;  (9)  the  Revenue  Act  of  1937;  (10)  the  Revenue  Act  of  1938( 
(11)  the  Revenue  Act  of  1939;  (12)  the  First  Revenue  Act  of  1940  (defense  taxes) ;  and  (13)  the  Second  Revenue 
Act  of  1940  (excess-profits  tax). 
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people  are  now  loaded  down  with  a  burden  of  taxation — largely  in 
hidden  levies— which  is  50  percent  greater  than  under  the  World  War 
revenue  acts.3 

The  following  table  gives  the  unpleasant  facts  of  the  New  Deal 
financial  record  from  July  1,  1933,  to  June  30,  1941.  It  shows  that  in 
this  period  the  administration  has  spent  67  billions,  collected  40  billions 
in  revenues,  accumulated  a  combined  deficit  of  27  billions,  and  in¬ 
creased  the  public  debt  to  49  billions,  not  including  over  6  billions  of 
obligations  of  New  Deal  agencies  which  are  guaranteed  by  the  United 
States. 

The  New  Deal  fiscal  record  1 


Expenditures 

Receipts 

Deficits 

Public  debt 

Fiscal  year — 

1934  _ _ _ 

$6, 011.000,000 
7,010, 000,000 
8,  666,  000,  000 
8, 177,  000, 000 

7,  239.  000,  000 

8,  707,  000,  000 
8,  998, 000, 000 

12,7)0,000,  000 

$3,116,000, 000 

3,  800, 000, 000 

4.  116,000,000 
6, 029,  000,  000 
6,  856,  000,  000 
6,165,000,  000 

6,  387,  000,  000 

7,  607, 000, 000 

$2,  895, 000,  000 
3,210,000,  000 
4,  550, 000, 000 
3, 148,000,000 
1,384,  000,000 
3,  542,  000, 000 
3,611,000,000 
5, 103,  000, 000 

$27, 053, 000, 000 
28,701,000,000 
33,  778,  000, 000 
36,  425,  000, 000 
37, 165,000,000 
40,  440,  000, 000 
42,  968, 000,  000 
48,  961,000,  000 

1935  _ _ _ 

1936  _  .  _ _ _ 

1937  . . . . . 

1938  _ 

1939 

1940 _ _ _ 

1941 _ _ _ 

67,  618,  000, 000 

40, 076,  000, 000 

27,  443,  000, 000 

1  Figures  from  1934  through  1940  taken  from  the  1942  Budget.  Figures  for  1941  taken  from  Treasury  press 
release  of  July  2, 1941. 


Of  the  total  expenditures  of  67  billions,  only  5  billions  represent 
extraordinary  outlays  for  defense  since  the  emergency  program  was 
instituted  last,  year.4 

Thus  it  is  evident  that  the  finances  of  the  Nation — which  are  its 
first  line  of  defense — were  in  a  critical  condition  before  the  present 
emergency  began.  In  other  words,  the  defense  program  did  not 
precipitate  the  present  crisis  in  Government  financing,  but  merely 
made  it  more  acute. 

In  further  substantiation  of  this  fact,  we  need  only  to  recall  that 
at  the  time  the  initial  request  for  emergency-defense  funds  was  made 
last  year,  it  was  found  that  the  New  Deal  spenders  had  exhausted 
the  then-existing  $45,000,000,000  debt  limit.  The  Congress  in 
establishing  this  limit  several  years  before  had  never  dreamed  that 
it  would  ever  be  reached.  It  thus  became  necessary  to  raise  the  debt 
limit  to  49  billions  in  order  to  get  the  defense  program  under  way. 

This  year,  Congress  was  obliged  to  further  increase  the  limit  to  65 
billions  so  that  the  Treasury  could  continue  to  meet  the  Government’s 
obligations,  both  civil  and  military.  It  now  appears  that  the 
$65,000,000,000  limit  will  be  reached  next  year,  and  it  is  probable 
that  before  the  present  emergency  is  over  the  national  debt  may 
easily  go  to  100  billions.  Even  this  figure,  which  is  nearly  equal  to 
the  assessed  value  of  all  real  estate  in  the  United  States,  may  be  all 
too  conservative. 

8  Receipts  from  existing  tax  laws  in  the  current  fiscal  year  are  estimated  at  $9,400,000,000,  not  including 
revenue  contemplated  from  the  proposed  bill.  The  highest  receipts  under  the  World  War  revenue  acts 
were  in  the  fiscal  year  1920,  when  collections  amounted  to  $6,241,000,000. 

*  According  to  the  Treasury  press  release  of  July  2,  1941,  total  national-defense  expenditures  in  the  period 
beginning  July  1, 1940,  and  ending  June  30, 1941,  amounted  to  $6,048,000,000.  This  figure,  of  course, includes 
the  normal  expenditures  for  national  defense,  which  in  the  preemergency  period  of  1938  and  1939  averaged 
slightly  over  $1,000,000,000  annually.  It  must  be  deducted  from  the  total  in  order  to  compute  the  “extraor 
dinary”  defense  outlays. 
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The  President,  in  1933,  said  that  “too  often  in  recent  history  liberal 
governments  have  been  wrecked  on  rocks  of  loose  fiscal  policy.”  In 
view  of  the  extravagant  spending  which  subsequently  occurred  under 
the  New  Deal  administration,  it  is  now  pertinent  to  inquire  whether 
this  statement  was  intended  as  a  warning  or  as  a  prophecy.  When  it 
was  made,  only  3  deficits,  aggregating  5  billions,  had  accrued.  Since 
then,  the  number  of  successive  deficits  has  grown  to  11,  and  their 
aggregate  amount  to  32  billions. 

MEANS  MUST  BE  FOUND  TO  FINANCE  DEFENSE  AND  PRESERVE  THE 

nation’s  CREDIT 

If  the  credit  of  the  Nation  should  fail,  our  whole  economic  and 
political  structure  would  collapse  with  it.  Therefore,  action  to 
strengthen  the  national  finances  is  urgently  required. 

During  the  preemergency  period  it  would  have  been  possible  to 
have  brought  the  Federal  Budget  into  balance,  and  thereby,  have 
prepared  the  Nation  better  to  sustain  the  burdens  which  now  lie 
ahead.  The  New  Deal  administration,  however,  was  apparently 
more  interested  in  continuing  itself  in  power  than  in  putting  the 
Government’s  financial  house  in  order. 

We  of  the  Republican  minority  continually  warned  of  the  dangers 
which  the  country  would  face  if  the  irresponsible,  spendthrift  policies 
of  the  New  Deal  were  continued.  Those  dangers  are  now  at  hand. 

While  the  New  Deal  spenders  must  assume  the  responsibility  for  the 
country’s  present  “financial  unpreparedness,”  the  fixation  of  the  blame 
does  not  repair  the  damage.  That  is  the  immediate  task  which  is 
before  us. 

Probable  expenditures  in  the  current  fiscal  year,  ending  next  June 
30,  are  presently  estimated  at  more  than  22  billions,  not  including 
recent  requests  for  several  billions  of  supplemental  defense  appropria¬ 
tions. 

The  estimate  of  probable  revenues  from  existing  tax  laws  is  9.4 
billions. 

Thus  a  deficit  for  this  year  of  13  billions  or  more  is  indicated. 
This  is  a  staggering  sum  and,  to  the  extent  that  it  is  not  reduced  by 
economies  in  expenditure  and  by  additional  revenues,  it  will  have  to 
be  financed  by  further  borrowing.  Even  with  the  enactment  of  the 
pending  bill,  which  proposes  to  increase  taxes  by  3 K  billions  to  a  total 
of  13  billions,  the  deficit  will  probably  exceed  10  billions.  It  should 
be  kept  in  mind  that  only  50  to  60  percent  of  the  contemplated  addi¬ 
tional  revenue  will  actually  be  collected  in  the  current  fiscal  year. 

To  try  to  place  the  finances  of  the  Government  on  a  strict  pav-as- 
we-go  basis  would  be  utterly  impossible  at  the  prospective  level  of 
expenditures.  Just  to  pay  the  interest  on  the  present  debt  will 
require  all  the  additional  revenue  which  will  be  realized  from  the 
increase  in  personal-income  taxes  under  the  pending  bill. 

Notwithstanding  the  dangers  inherent  in  it,  further  borrowing 
apparently  cannot  be  avoided.  We  should,  however,  keep  it  to  a 
minimum  by  reducing  expenditures  wherever  possible  and  by  imposing 
such  additional  taxes  as  may  be  levied  without  unduly  burdening  the 
people  or  crippling  production. 

Regardless  of  the  fact  that  our  country  must  enter  upon  this 
emergency  period  with  its  borrowing  and  taxing  powers  dangerously 
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weakened  by  the  New  Deal  spenders,  the  obligations  of  the  Govern¬ 
ment  must,  at  all  costs,  be  met.  It  is  to  be  deplored  that  they  can 
only  be  met  by  imposing  an  onerous  additional  burden  of  taxation 
upon  an  already  heavily  taxed  people,  and  by  further  straining  an 
already  strained  public  credit. 

THE  NEED  FOR  ECONOMY  IN  NONDEFENSE  SPENDING 

While  we  must  support — on  the  ground  of  imperative  need — an 
increase  in  the  tax  burden,  we  at  the  same  time  insist  that  there  should 
be  coupled  with  such  increase  a  mandatory  reduction  in  expenditures 
for  civil  purposes.  Despite  the  emergency,  these  costs  have  been 
constantly  increasing. 

The  same  critical  state  of  affairs  which  calls  for  an  increase  in 
taxes  also  requires  that  nondefense  spending  be  drastically  reduced, 
and  all  unnecessary  and  wasteful  expenditures  completely  eliminated. 

If  the  Government  is  going  “all  out”  for  national  defense  and  “all 
out”  for  taxes  upon  the  people,  it  is  compelled  both  by  necessity  and 
by  a  regard  for  its  obligation  to  the  taxpayers  of  the  country  to  also 
go  “all  out”  for  economy. 

That  it  should  be  possible  to  bring  about  action  along  this  line  seems 
to  be  almost  universally  conceded.  The  Secretary  of  the  Treasury, 
in  his  appearance  before  the  Ways  and  Means  Committee,  stated 
that  in  his  opinion  nondefense  expenditures  could  be  reduced  to  the 
extent  of  at  least  $1,000,000,000.  Various  other  estimates  of  possible 
savings  have  been  made  by  responsible  individuals  and  organizations, 
running  as  high  as  2  billions  and  over. 

The  country  has  waited  in  vain  for  the  President  of  the  United 
States  to  assume  leadership  in  the  matter  of  economy.  Without  his 
wholehearted  support,  there,  of  course,  is  little  hope  of  success  in 
achieving  it. 

It  is  significant  that  while  the  President  has  sent  a  special  letter  to 
the  Committee  on  Ways  and  Means  stressing  the  need  for  additional 
revenue,  he  has  either  neglected,  or  purposely  avoided,  the  opportun¬ 
ity  of  sending  a  similar  letter  to  the  Appropriations  Committee  stress¬ 
ing  the  need  for  economy  in  expenditures.  His  very  silence  on  this 
matter  offers  eloquent  testimony  as  to  the  underlying  cause  of  our 
country’s  present  financial  insecurity. 

We  believe  that  the  time  is  ripe  for  the  reiteration  by  the  President 
of  the  wise  counsel  expressed  in  his  since-forgotten  economy  message 
of  March  10,  1933,  which,  in  view  of  its  applicability  to  present  condi¬ 
tions,  we  append  to  and  make  a  part  of  this  report. 

We  have  often  said  that  we  do  not  feel  the  administration  has  a 
right  to  call  upon  the  people  for  more  sacrifices  through  taxes  without 
first  making  every  effort  to  reduce  expenditures  to  the  bone.  This  is 
more  true  today  than  ever. 

We  are  sure  that  the  American  people  are  ready  and  willing  to  make 
whatever  sacrifice  is  necessary  to  pay  the  increased  taxes  which  are 
required.  However,  they  will  do  so  with  more  satisfaction,  and  with 
better  feeling  toward  their  Government,  if  they  are  shown  that  it, 
too,  is  making  some  effort  to  reduce  its  spending.  They  may  right¬ 
fully  resent  being  called  upon  to  pay  increased  taxes  under  the  suppo¬ 
sition  that  they  are  contributing  toward  national  defense,  only  to 
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find  that  their  tax  dollars  are  also  being  used  to  finance  further  New 
Deal  extravagance. 

Although  we  have  placed  emphasis  on  the  need  for  the  curtailment 
of  nondefense  spending,  it  is  apparent  that  there  also  is  much  room 
for  economy  in  connection  with  some  of  the  phases  of  the  defense 
program  itself.  We  particularly  have  in  mind  the  extravagance  in 
the  construction  of  Army  cantonments,  which  has  been  so  rampant 
as  to  constitute  a  national  scandal.  According  to  an  investigation 
conducted  by  one  of  our  colleagues  in  the  House,  at  least  $250,000,000 
of  the  $800,000,000  appropriated  for  this  purpose  was  wasted.5  There 
are  other  phases  of  the  defense  program  where  appropriations  could  be 
spent  more  wisely  and  prudently  without  in  any  way  impairing  actual 
defense  needs.  It  is  not  too  much  to  ask  that  the  taxpayers  of  the 
country  be  given  their  money’s  worth,  even  in  the  case  of  expenditures 
for  defense. 

A  recent  tendency  has  been  for  everyone  with  a  pet  project  for 
spending  the  public  money  to  allege  that  it  contributes  to  national 
defense,  and  thus  attempt  to  justify  it.  The  administration  itself  has 
freely  engaged  in  this  practice,  and  millions  are  being  spent  in  the 
guise  of  national  defense  on  projects  which  actually  have  no  remote 
connection  therewith.  Hence  the  mere  fact  that  some  item  of  ex¬ 
penditure  carries  a  defense  label  is  no  reason  why  it  should  be  immune 
from  scrutiny. 

We  feel  that  the  President  could  make  no  greater  contribution  to 
the  defense  and  security  of  the  Nation  than  to  assume  the  necessary 
leadership  in  the  matter  of  reducing  nondefense  expenditures.  In 
such  an  effort,  he  would  find  the  people,  united  behind  him. 

Due  to  the  fact  that  the  Ways  and  Means  Committee  has  no  juris¬ 
diction  over  appropriation  matters,  we  regret  to  say  that  it  was  pre¬ 
cluded  by  the  rules  of  the  House  of  Representatives  from  including 
an  economy  provision  in  the  tax  bill. 

REPUBLICAN  MINORITY  HAS  COOPERATED  ON  NONPARTISAN  BASIS  IN 

DRAFTING  BILL 

We  of  the  Republican  minority  have  cooperated  with  the  Demo¬ 
cratic  majority  on  a  strictly  nonpartisan  basis  in  endeavoring  to  help 
them  produce  the  best  possible  measure  under  all  the  circumstances. 
In  this  connection,  it  should  be  pointed  out  that  the  administration 
has  been  able  to  exert  less  influence  in  its  preparation  than  on  any  tax 
bill  since  1933. 

Those  who,  like  ourselves,  feel  that  there  is  much  room  for  its  im¬ 
provement,  should  always  bear  in  mind  that  there  is  no  such  thing  as 
a  good  tax  bill.  None  could  be  devised  of  the  proportions  of  the 
pending  measure  which  would  satisfy  all.  The  most  that  can  be  said 
m  its  favor  is  that  it  might  have  been  worse.  We  feel  that  we  have 
at  least  made  some  contribution  in  helping  to  keep  it  from  being  as 
bad  as  it  first  appeared  it  might  be. 

Since  there  are  differences  among  us  as  to  many  of  the  items,  we 
have  not  undertaken,  in  this  statement  of  our  views,  to  comment  upon 
the  merits  or  demerits  of  specific  tax  proposals. 

*  See  speech  of  Hon.  Albert  J.  Engel,  of  Michigan,  Congressional  Record  of  June  2, 1941,  on  subject  of 
construction  of  Army  camps. 
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Some  of  our  members  would  have  preferred  to  have  seen  the 
income-tax  base  broadened  instead  of  confined  to  present  taxpayers. 
Some  opposed  the  joint-return  provision.  Some  voted  for  a  par¬ 
ticular  tax  and  others  opposed  it.  Therefore,  our  respective  view¬ 
points  with  respect  to  the  separate  provision  of  the  bill  necessarily 
will  have  to  be  discussed  by  us  individually  when  the  measure  reaches 
the  floor  of  the  House. 

Allen  T.  Treadway. 

Frank  Crowther. 

Harold  Knutson. 

Daniel  A.  Reed. 

Roy  O.  Woodruff. 

Thomas  A.  Jenkins. 

Donald  H.  McLean. 

Bertrand  W.  Gearhart. 

Frank  Carlson. 

Benjamin  Jarrett. 


afpendix 

Economy  Message  of  March  10,  1933 

MESSAGE  FROM  THE  PRESIDENT  OF  THE  UNITED  STATES 

To  the  Senate  and  House  of  Representatives: 

The  Nation  is  deeply  gratified  by  the  immediate  response  given  yesterday 
by  the  Congress  to  the  necessity  for  drastic  action  to  restore  and  improve  our 
banking  system.  A  like  necessity  exists  with  respect  to  the  finances  of  the 
Government  itself  which  requires  equally  courageous,  frank,  and  prompt  action. 

For  3  long  years  the  Federal  Government  has  been  on  the  road  toward  bank¬ 
ruptcy. 

For  the  fiscal  year  1931  the  deficit  was  $462,000,000. 

For  the  fiscal  year  1932  it  was  $2,472,000,000. 

For  the  fiscal  year  1933  it  will  probably  exceed  $1,200,000,000. 

For  the  fiscal  year  1934,  based  on  the  appropriation  bills  passed  by  the  last  Con¬ 
gress  and  the  estimated  revenues,  the  deficit  will  probably  exceed  $1,000,000,000 
unless  immediate  action  is  taken. 

Thus  we  shall  have  piled  up  an  accumulated  deficit  of  $5,000,000,000. 

With  the  utmost  seriousness  I  point  out  to  the  Congress  the  profound  effect 
of  this  fact  upon  our  national  economy.  It  has  contributed  to  the  recent  collapse 
of  our  banking  structure.  It  has  accentuated  the  stagnation  of  the  economic 
life  of  our  people.  It  has  added  to  the  ranks  of  the  unemployed.  Our  Govern¬ 
ment’s  house  is  not  in  order  and,  for  many  reasons,  no  effective  action  has  been 
taken  to  restore  it  to  order. 

Upon  the  unimpaired  credit  of  the  United  States  Government  rests  the  safety 
of  deposits,  the  security  of  insurance  policies,  the  activity  of  industrial  enterprises, 
the  value  of  our  agricultural  products,  and  the  availability  of  employment.  The 
credit  of  the  United  States  Government  definitely  affects  these  fundamental 
human  values.  It,  therefore,  becomes  our  first  concern  to  make  secure  the 
foundation.  National  recovery  depends  upon  it. 

Too  often  in  recent  history  liberal  governments  have  been  wrecked  on  rocks 
of  loose  fiscal  policy.  We  must  avoid  this  danger. 

It  is  too  late  for  the  leisurely  approach  to  this  problem.  We  must  not  wait  to 
act  several  months  hence.  The  emergency  is  accentuated  by  the  necessity  of 
meeting  great  refunding  operations  this  spring. 

We  must  move  with  a  direct  and  resolute  purpose  now.  The  Members  of  the 
Congress  and  I  are  pledged  to  immediate  economy. 

I  am,  therefore,  assuming  that  you  and  I  are  in  complete  agreement  as  to  the 
urgent  necessity,  and  my  constitutional  duty  is  to  advise  you  as  to  the  methods 
for  obtaining  drastic  retrenchment  at  this  time. 
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I  am  not  speaking  to  you  in  general  terms.  I  am  pointing  out  a  definite  road. 

The  last  Congress  enacted  legislation  relating  to  the  reorganization  and  elimina¬ 
tion  of  executive  agencies,  but  the  economies  thus  to  be  effected  are  small  when 
viewed  in  the  light  of  the  great  deficit  for  the  next  fiscal  year.  They  will  not  meet 
the  pressing  needs  of  our  credit  situation.  Provision  for  additional  saving  is 
essential,  and  therefore  I  am  asking  the  Congress  today  for  new  legislation  laying 
down  broad  principles  for  the  granting  of  pensions  and  other  veteran  benefits  and 
giving  to  the  Executive  the  authority  to  prescribe  the  administrative  details. 
We  are  unanimous  in  upholding  the  duty  of  the  Government  to  care  for  those  who 
suffer  in  its  defense  and  for  their  widows  and  orphans.  The  application,  however, 
of  this  great  principle  to  large  numbers  of  people  involves  complications — so  great 
that  it  is  almost  impossible  to  draw  legislation  with  sufficient  flexibility  to  provide 
substantial  justice  in  varying  situations.  The  proposed  legislation  states  the 
principles  and,  limited  to  them,  permits  the  Executive  to  draw  the  lines  of  differen¬ 
tiation  necessary  to  justice. 

In  accord  with  the  same  purpose  of  substantial  justice  I  request  also  the  enact¬ 
ment  of  legislation  relating  to  the  salaries  of  civil  and  military  employees  of  the 
Government.  This  would  repeal  the  existing  furlough  plan,  substituting  there¬ 
fore  a  general  principle  and  authorizing  the  Executive  to  make  application  of  this 
principle.  The  proper  legislative  function  is  to  fix  the  amount  of  expenditure, 
the  means  by  which  it  is  to  be  raised,  and  the  general  principles  under  which  the 
expenditures  are  to  be  made.  The  details  of  expenditure  particularly  in  view  of 
the  great  present  emergency  can  be  more  wisely  and  equitably  administered 
through  the  Executive.  The  flexibility  of  the  measures  which  I  am  proposing  is 
not  only  practical,  but  proceeds  along  the  road  of  constitutional  government. 

Such  economies  which  can  be  made  will,  it  is  true,  affect  some  of  our  citizens, 
but  the  failure  to  make  them  will  affect  all  of  our  citizens.  The  very  stability  of 
our  Government  itself  is  concerned  and  when  that  is  concerned  the  benefits  of 
some  must  be  subordinated  to  the  needs  of  all. 

When  a  great  danger  threatens  our  basic  security  it  is  my  duty  to  advise  the 
Congress  of  the  way  to  preserve  it.  In  so  doing  I  must  be  fair  not  only  to  the 
few  but  to  the  many.  It  is  in  this  spirit  that  I  appeal  to  you.  If  the  Congress 
chooses  to  vest  me  with  this  responsibility  it  will  be  exercised  in  a  spirit  of  justice 
to  all,  of  sympathy  to  those  who  are  in  need,  and  of  maintaining  inviolate  the 
basic  welfare  of  the  United  States. 

I  ask  that  this  legislation  go  into  effect  at  once  without  even  waiting  for  the 
beginning  of  the  next  fiscal  year.  I  give  you  assurance  that  if  this  is  done  there 
is  reasonable  prospect  that  within  a  year  the  income  of  the  Government  will  be 
sufficient  to  cover  the  expenditures  of  the  Government. 

Franklin  D.  Roosevelt. 

The  White  House, 

March  10,  1933. 
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IN  THE  HOUSE  OF  REPRESENTATIVES 

JttXjY  24, 1941 

Mr.  Dotjghton  introduced  the  following  bill ;  which  was  referred  to  the  Com¬ 
mittee  on  Ways  and  Means 


July  24, 1941 

Committed  to  the  Committee  of  the  Whole  House  on  the  state  of  the  Union 

and  ordered  to  be  printed 


To  provide  revenue,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act,  divided  into  titles  and  sections  according  to 

4  the  following  Table  of  Contents,  may  be  cited  as  the 
“Revenue  Act  of  1941”: 
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TABLE  OF  CONTENTS 

Title  I — Individual  and  Corporation  Income  Taxes 

Sec.  101.  Surtax  on  individuals. 

Sec.  102.  Surtax  on  corporations. 

Sec.  103.  Income  defense  tax  made  permanent. 

Sec.  104.  Tax  on  nonresident  alien  individuals. 

Sec.  105.  Tax  on  foreign  corporations. 

Sec.  106.  Withholding  of  tax  at  source. 

Sec.  107.  Treaty  obligations. 

Sec.  108.  Reduction  in  pursuance  of  treaties  of  rates  of  tax  and  with¬ 
holding  on  nonresident  alien  individuals  resident  in,  and 
corporations  organized  under  laws  of,  Western  Hemisphere 
countries. 

Sec.  109.  Defense  tax  on  personal  holding  companies  and  transfers  to 
avoid  income  tax  made  permanent. 

Sec.  110.  Credit  for  dependents. 

Sec.  111.  Joint  returns  of  husband  and  wife. 

Sec.  112.  Noninterest-bearing  obligations  issued  at  discount. 

Sec.  113.  Information  returns  with  respect  to  Federal  obligations. 

Sec.  114.  Taxable  years  to  which  amendments  applicable. 

Title  II — Excess  Profits  Tax 

Sec.  201.  Excess  profits  tax  rates  and  credits. 

Sec.  202.  Disclaimer  of  credit. 

Sec.  203.  Cases  in  which  no  return  required. 

Sec.  204.  Deduction  of  excess-profits  tax. 

Sec.  205.  New  capital. 

Sec.  206.  Corporations  engaged  in  mining  strategic  metals. 

Sec.  207.  Taxable  years  to  which  amendments  applicable. 

Title  III — Capital  Stock  Tax  and  Declared  Value  Excess-Profits 

Tax 

Sec.  301.  Capital  stock  tax. 

Sec.  302.  Declared  value  excess-profits  tax — Defense  tax  made  permanent. 

Title  IV — Estate  and  Gift  Taxes 

Sec.  401.  Estate  tax  rates. 

Sec.  402.  Gift  tax  rates. 

Title  V — Excise  Taxes 

PART  I - 1932  EXCISE  TAXES  MADE  PERMANENT 

Sec.  501.  1932  excise  taxes  made  permanent. 

Sec.  502.  Pipe  line  tax. 

Sec.  503.  Technical  amendment. 

Sec.  504.  Bond  tax. 

Sec.  505.  Conveyance  tax. 

PART  II - DEFENSE  TAX  RATES  MADE  PERMANENT  (NO  INCREASE  IN  TAX  AND 

NO  CHANGE  IN  BASIS  OF  TAX) 

Sec.  521.  Defense  excise  tax  rates  made  permanent  which  are  not  in¬ 
creased  by  this  Act. 
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PART  m - INCREASES  IN  RATES  OP  EXISTING  EXCISE  TAXES 

Sec.  531.  Playing  cards. 

Sec.  532.  Safe  deposit  boxes. 

Sec.  533.  Distilled  spirits. 

Sec.  534.  Wines. 

Sec.  535.  Tires  and  tubes. 

Sec.  536.  Effective  date  of  Part  III. 

PART  IV - CHANGES  IN  BASIS  OF  COMPUTING  TAX  (RATES  INCREASED  IN 

CERTAIN  CASES ) 

Sec.  541.  Admissions  tax. 

Sec.  542.  Cabaret,  roof  garden,  etc.,  tax. 

Sec.  543.  Club  dues. 

Sec.  544.  Automobile,  truck,  bus,  and  parts  tax. 

Sec.  545.  Radios,  phonographs,  records,  and  musical  instruments. 

Sec.  546.  Mechanical  refrigerators. 

Sec.  547.  Matches. 

Sec.  548.  Telephone,  telegraph,  etc. 

Sec.  549.  Installment,  etc.,  payments. 

Sec.  550.  Effective  date  of  Part  IV. 

PART  V - NEW  EXCISE  TAXES 

Sec.  551.  Soft  drinks. 

Sec.  552.  New  manufacturers’  excise  taxes. 

Sec.  553.  New  retailers’  excise  taxes. 

Sec.  554.  Transportation  of  persons,  etc. 

Sec.  555.  Coin-operated  amusement  and  gaming  devices. 

Sec.  556.  Bowling  alleys,  etc. 

Sec.  557.  Outdoor  advertising. 

Sec.  558.  Use  of  motor  vehicles  and  boats. 

Sec.  559.  Effective  date  of  Part  V. 

Title  VI — Radio  Broadcasting  and  Network  Tax 

Sec.  601.  Tax  on  radio  broadcasting  stations  and  networks. 

1  TITLE  I— INDIVIDUAL  AND  CORPORATION 

2  INCOME  TAXES 

3  SEC.  101.  SURTAX  ON  INDIVIDUALS. 

4  Section  12  (b)  of  the  Internal  Revenue  Code  is 

5  amended  to  read  as  follows: 

6  “(b)  Rates  of  Surtax— There  shall  he  levied,  col- 


I  leeted,  and  paid  for  each  taxable  year  upon  the  surtax  net 
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1  income  of  every  individual  the  surtax  shown  in  the  following 

2  table : 


“If  the  surtax  net  income  is:  The  surtax  shall  be: 


Not  over  $2,000 _ 

Over  $2,000  but  not  over  $4,000 _ 

Over  $4,000  but  not  over  $6,000 _ 

Over  $6,000  but  not  over  $8,000 _ 

Over  $8,000  but  not  over  $10,000__ 

Over  $10,000  but  not  over  $12,000_ 

Over  $12,000  but  not  over  $14, 000- 

Over  $14,000  but  not  over  $16, 000- 

Over  $16,000  but  not  over  $18, 000- 

Over  $18,000  but  not  over  $20,000_ 

Over  $20,000  but  not  over  $22,000_ 

Over  $22,000  but  not  over  $26,000- 

Over  $26,000  but  not  over  $32,000_ 

Over  $32,000  but  not  over  $38,000_ 

Over  $38,000  but  not  over  $44, 000- 

Over  $44,000  but  not  over  $50,000_ 

Over  $50,000  but  not  over  $60,000_ 

Over  $60,000  but  not  over  $70, 000- 

Over  $70,000  but  not  over  $80,000_ 

Over  $80,000  but  not  over  $90,000- 

Over  $90,000  but  not  over  $100,000- 


Over  $100,000 
$150,000. 

but 

not 

over 

Over  $150,000 
$200,000. 

but 

not 

over 

Over  $200,000 
$250,000. 

but 

not 

over 

Over  $250,000 
$300,000. 

but 

not 

over 

Over  $300,000 
$400,000. 

but 

not 

over 

Over  $400,000 
$500,000. 

but 

not 

over 

5%  of  the  surtax  net  income. 

$100,  plus  8%  of  excess  over  $2,000. 

$260,  plus  11%  of  excess  over 

$4,000. 

$480,  plus  15%  of  excess  over 

$6,000. 

$780,  plus  19%  of  excess  over 

$8,000. 

$1,160  plus  22%  of  excess  over 

$10,000. 

$1,600,  plus  25%  of  excess  over 

$12,000. 

$2,100,  plus  28%  of  excess  over 
$14,000. 

$2,660,  plus  31%  of  excess  over 
$16,000. 

$3,280,  plus  33%  of  excess  over 
$18,000. 

$3,940,  plus  36%  of  excess  over 

$20,000. 

$4,660,  plus  39%  of  excess  over 

$22,000. 

$6,220,  plus  42%  of  excess  over 
$26,000. 

$8,740,  plus  45%  of  excess  over 
$32,000. 

$11,440,  plus  48%  of  excess  over 
$38,000. 

$14,320,  plus  50%  of  excess  over 
$44,000. 

$17,320,  plus  53%  of  excess  over 
$50,000. 

$22,620,  plus  55%  of  excess  over 
$60,000. 

$28,120,  plus  57%  of  excess  over 
$70,000. 

$33,820,  plus  59%  of  excess  over 
$80,000. 

$39,720,  plus  61%  of  excess  over 
$90,000. 

$45,820,  plus  62%  of  excess  over 

$100,000. 

$76,820,  plus  63%  of  excess  over 
$150,000. 

$108,320,  plus  64%  of  excess  over 

$200,000. 

$140,320,  plus  66%  of  excess  over 
$250,000. 

$173,320,  plus  68%  of  excess  over 
$300,000. 

$241,320,  plus  70%  of  excess  over 
$400,000, 
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“If  the  surtax  net  income  is: 

Over  $500,000  but  not 
$750,000. 

Over  $750,000  but  not 
$1,000,000. 

Over  $1,000,000  but  not 
$2,000,000. 

Over  $2,000,000  but  not 
$5,000,000. 

Over  $5,000,000. 


The  surtax  shall  be : 

over  $311,320,  plus  71%  of  excess  over 
$500,000. 

over  $488,820,  plus  72%  of  excess  over 
$750,000. 

over  $668,820,  plus  73%  of  excess  over 

$1,000,000. 

over  $1,398,820,  plus  74%  of  excess  over 

$2,000,000. 

$3,618,820,  plus  75%  of  excess  over 
$5,000,000.” 


SEC.  102.  SURTAX  ON  CORPORATIONS. 


(a)  General  Rule. — The  Internal  Revenue  Code  is 
amended  by  inserting  after  section  15  a  new  section  to  read  as 
follows : 


“SEC.  16.  SURTAX  ON  CORPORATIONS. 

“(a)  Corporation  Surtax  Net  Income. — For  the 
purposes  of  this  chapter  the  term  ‘corporation  surtax  net 
income’  means  the  net  income  minus  the  credit  for  dividends 
received  provided  in  section  26  (b) . 

“(h)  Imposition  of  Tax. — There  shall  he  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  corporation 
surtax  net  income  of  every  corporation  (except  a  corporation 
subject  to  the  tax  imposed  by  section  231  (a)  or  Supplement 
Q)  a  surtax  as  follows: 

“Upon  corporation  surtax  net  incomes  not  in  excess 
of  $25,000,  5  per  centum  of  the  amount  thereof; 

“Upon  corporation  surtax  net  incomes  in  excess  of 
$25,000,  $1,250,  plus  6  per  centum  of  the  excess  over 
$25,000.” 
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,(b)  Surtax  ox  Mutual  Investment  Companies. — 
Supplement  Q  of  the  Internal  Revenue  Code  (relating  to 
mutual  investment  companies)  is  amended  by  inserting  at  the 
end  thereof  a  new  section  to  read  as  follows : 

“SEC.  383.  SURTAX  ON  MUTUAL  INVESTMENT  COMPANIES. 

“  (a)  Supplement  Q  Surtax  Net  Income. — For  the 
purposes  of  this  chapter  the  term  ‘Supplement  Q  surtax  net 
income’  means  the  net  income,  computed  without  the  net 
operating  loss  deduction  provided  in  section  23  (s),  minus 
the  dividends  paid  during  the  taxable  year  increased  by  the 
consent  dividends  credit  provided  in  section  28.  For  the 
purposes  of  this  subsection  the  amount  of  dividends  paid  shall 
be  computed  in  the  same  manner  as  provided  in  subsections 
(d) ,  (e) ,  (f) ,  (g) ,  (h) ,  and  (i)  of  section  27  for  the  pur¬ 
pose  of  the  basic  surtax  credit  provided  in  section  27. 

“(b)  Imposition  of  Tax. — There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  Supplement 
Q  surtax  net  income  of  every  mutual  investment  company  a 
surtax  as  follows : 

“Upon  Supplement  Q  surtax  net  incomes  not  in 
excess  of  $25,000,  5  per  centum  of  the  amount  thereof; 

“Upon  Supplement  Q  surtax  net  incomes  in  excess 
of  $25,000,  $1,250,  plus  G  per  centum  of  the  excess  over 
$25,000.” 

(c)  Surtax  on  Banks. — Section  104  (b)  of  the 
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Internal  Revenue  Code  (relating  to  certain  banks  and  trust 
companies)  is  amended  to  read  as  follows: 

“(b)  Rate  of  Tax. — Banks  shall  be  subject  to  tax 
under  section  13  or  section  14  (b),  and  under  section  16. ” 

(d)  Suet  ax  ox  Resident  Foreign  Corpora¬ 
tions. — Section  231  (b)  of  the  Internal  Revenue  Code 
(relating  to  certain  foreign  corporations)  is  amended  to  read 
as  follows : 

“(b)  Resident  Corporations. — A  foreign  corpora¬ 
tion  engaged  in  trade  or  business  within  the  United  States 
or  having  an  office  or  place  of  business  therein  shall  be  tax¬ 
able  as  provided  in  section  14  (c)  (1)  and  section  16.'’ 

(e)  Surtax  on  Corporations  Entitled  to  the 
Benefits  of  Section  251. — Section  251  (c)  (1)  of  the 
Internal  Revenue  Code  (relating  to  the  tax  on  corporations 
entitled  to  the  benefits  of  section  251)  is  amended  to  read 
as  follows: 

“  (1)  Corporation  tax. — A  domestic  corporation 
entitled  to  the  benefits  of  this  section  shall  be  subject 
to  tax  under  section  13  or  section  14  (b)>  and  under 
section  16." 

(f)  Surtax  on  China  Trade  Act  Corporations.— 
(1)  Surtax. — Section  261  (a)  of  the  Internal  Revenue 

Code  (relating  to  the  tax  on  China  Trade  Act  corporations) 
is  amended  to  read  as  follows : 
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“  (a)  Corporation  Tax. — A  corporation  organized 
under  the  China  Trade  Act,  1922,  42  Stat.  849  (U.  S.  C., 
1934  ed.,  title  15,  chap.  4),  shall  be  subject  to  tax  under 
section  13  or  section  14  (b),  and  under  section  16.” 

(2)  Credit  of  China  Trade  Act  Corporations.-— 
Section  262- (a) .  of  the  Internal  Revenue  Code  (relating  to 
credit  against  net  income  of  China  Trade  Act  corporations) 
is  amended  by  striking  out  “sections  13,  14,  and  600”  and 
inserting  in  lieu  thereof  “sections  13,  14,  16,  and  600”;  and 
by  striking  out  “section  13  or  14”  wherever  occurring  therein 
and  inserting  in  lieu  thereof  “section  13,  14,  or  16”. 

SEC.  103.  INCOME  DEFENSE  TAX  MADE  PERMANENT. 

(a)  The  heading  of  section  15  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows:  “SEC.  15.  DEFENSE 
TAX.” 

(b)  The  first  sentence  of  section  15  of  the  Internal  Reve¬ 
nue  Code  is  amended  to  read  as  follows : 

“In  the  case  of  any  taxpayer,  the  amount  of  tax  under 
this  chapter  for  any  taxable  year  beginning  after  December 
31,  1940,  shall  be  the  tax  computed  without  regard  to  this 
section,  increased  by  10  per  centum ;  except  that  in  the  case 
of  a  corporation  the  increase  shall  be  limited  to  10  per  centum 
of  the  tax  computed  without  regard  to  sections  16  and  363 
and  without  regard  to  the  amendments  made  by  section 
101  (a) ,  (b) ,  and  (c)  of  the  Second  Revenue  Act  of  1940.” 
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SEC.  104.  TAX  ON  NONRESIDENT  ALIEN  INDIVIDUALS. 

(a)  Tax  in  General. — Section  211  (a)'  (1)  (A)  of 
the  Internal  Revenue  Code  (relating  to  tax  on  nonresident 
alien  individuals  not  engaged  .in  trade  or  business  within  the 
United  States  and  not  having  an  office  or  place  of  business 
therein)  is  amended  by  striking  out  “15  per  centum”  and 
inserting  in  lieu  thereof  “25  per  centum”. 

(b)  Aggregate  Receipts  More  Than  $23,800. — 

Section  211  (a)  (2)  of  the  Internal  Revenue  Code  Is 

amended  to  read  as  follows : 

“(2)  Aggregate  more  than  $23,800. — The  tax 
imposed  by  paragraph  (1)  shall  not  apply  to  any  indi¬ 
vidual  if  the  aggregate  amount  received  during  the  tax- 
aide  year  from  the  sources  therein  specified  is  more  than 
$23,800.” 

(c)  Tax  Where  Gross  Income  of  More  Than 
$23,800. — Section  211  (c)  of  the  Internal  Revenue  Code 
(relating  to  tax  on  certain  nonresident  alien  individuals)  is 
amended  by  striking  out  “$24,000”  wherever  occurring 
therein  and  inserting  in  lieu  thereof  “$23,800”;  and  by  strik¬ 
ing  out  “15  per  centum”  and  inserting  in  lieu  thereof  “25 
per  centum”. 

SEC.  105.  TAX  ON  FOREIGN  CORPORATIONS. 

Section  231  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  tax  on  nonresident  foreign  corporations)  is  amended  by 
H.  R.  5417 - 2 
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striking  out  “15  per  centum”  and  inserting  in  lieu  thereof 
“25  per  centum”. 

SEC.  106.  WITHHOLDING  OF  TAX  AT  SOURCE. 

(a)  Sections  143  (a)  and  (b)  and  144  of  the  Internal 
Revenue  Code  are  amended  by  striking  out  “15  per  centum” 
wherever  occurring  therein  and  inserting  in  lieu  thereof  “27-f- 
per  centum”. 

(b)  Section  143  (h)  of  the  Internal  Revenue  Code  is 
repealed. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall  apply 
only  with  respect  to  the  period  beginning  with  the  tenth  day 
after  the  date  of  the  enactment  of  this  Act. 

SEC.  107.  TREATY  OBLIGATIONS. 

No  amendment  made  by  this  title  shall  apply  in  any 
case  where  its  application  would  be  contrary  to  any  treaty 
obligation  of  the  United  States. 

SEC.  108.  REDUCTION  IN  PURSUANCE  OF  TREATIES  OF 
RATES  OF  TAX  AND  WITHHOLDING  ON  NON¬ 
RESIDENT  ALIEN  INDIVIDUALS  RESIDENT  IN, 
AND  CORPORATIONS  ORGANIZED  UNDER  LAWS 
OF,  WESTERN  HEMISPHERE  COUNTRIES. 

(a)  Section  143  (a)  (1)  (relating  to  withholding  of 
tax  on  tax-free  covenant  bonds)  ;  section  143  (b)  (relating 
to  withholding  of  tax  on  dividends,  rents,  etc.)  ;  section  144 


1 

2 

o 

o 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 


11 


(relating  to  payment  of  corporation  income  tax  at  source)  ; 
section  211  (a)  (1)  (relating  to  tax  on  nonresident  alien 
individuals)  ;  and  section  231  (a)  (1)  (relating  to  tax  on 
nonresident  foreign  corporations)  of  the  Internal  Revenue 
Code  are  amended  by  striking  out  “a  contiguous  country” 
and  inserting  in  lieu  thereof  “any  country  in  North,  Central, 
or  South  America,  or  in  the  West  Indies,  or  of  Newfound¬ 
land”. 

(b)  Section  211  (a)  (3)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(3)  Residents  of  certain  countries. — The 
provisions  of  paragraph  (2)  shall  not  apply  to  a  resident 
of  any  country  in  North,  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Newfoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 

(c)  Section  211  (c)  (4)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“(4)  This  subsection  shall  not  apply  to  a  resident 
of  any  country  in  North,  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Newfoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 
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SEC.  109.  DEFENSE  TAX  ON  PERSONAL  HOLDING  COMPA¬ 
NIES  AND  TRANSFERS  TO  AVOID  INCOME  TAX 
MADE  PERMANENT. 

(a)  Personal  Holding  Companies —Section  500 
(b)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “and  before  January  1,  1945,”  and  by  striking  out  in 
the  heading  “For  Five  Years”. 

(b)  Transfers  to  Avoid  Income  Tax. — Section  1250 
(b)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “and  before  July  1,  1945”  and  by  striking  out  in  the 
heading  “For  Five  Years”. 

SEC.  110.  CREDIT  FOR  DEPENDENTS. 

Section  25  (b)  (2)  of  the  Internal  Revenue  Code 

(relating  to  credit  for  dependents)  is  amended  to  read  as 
follows : 

“  (2)  Credit  for  dependents.— 

“(A)  Allowance  in  General. — $400  for  each 
person  (other  than  husband  or  wife)  dependent 
upon  and  receiving  his  chief  support  from  the  tax¬ 
payer  if  such  dependent  person  is  under  eighteen 
years  of  age  or  is  incapable  of  self-support  because 
mentally  or  physically  defective. 

“(B)  Exception  for  Certain  Heads  of  Fam¬ 
ilies. — If  the  taxpayer  would  not  occupy  the  status 
of  head  of  a  family  except  by  reason  of  there  being 
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one  or  more  dependents  for  whom  he  would  he 
entitled  to  credit  under  subparagraph  (A),  the 
credit  under  such  subparagraph  shall  be  disallowed 
with  respect  to  one  of  such  dependents.” 

SEC.  111.  JOINT  RETURNS  OF  HUSBAND  AND  WIFE. 

(a)  Requirement. — Section  51  (a)  and  (b)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“  (a)  Requirement. — A  return  stating  specifically  the 
items  of  gross  income  and  the  deductions  and  credits  for  the 
taxable  year  allowed  under  this  chapter  and  such  other  in¬ 
formation  for  the  purpose  of  carrying  out  the  provisions  of 
this  chapter  as  the  Commissioner  with  the  approval  of  the 
Secretary  may  by  regulations  prescribe  shall  be  made  in 
respect  of  the  following  individuals — 

“  ( 1 )  Every  individual  who  is  single,  if  having  a 
gross  income  for  the  taxable  year  of  $800  or  over.  In 
the  case  of  such  an  individual  the  return  shall  be  made 
by  him  under  oath. 

“  (2)  Every  individual  who  has  lived  with  husband 
or  wife  at  any  time  during  the  taxable  year,  if  such  tax¬ 
able  year  is  a  joint  taxable  year  under  subsection  (c) , 
and  if  such  husband  and  wife  have  for  the  taxable  year 
an  aggregate  gross  income  of  $2,000  or  over.  In  all 
cases  under  this  paragraph  the  return  shall  be  made  as 
provided  in  subsection  (b)  ;  except  that  if  one  of  such 
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spouses  is  a  nonresident  alien  individual  who  is  taxable 
under  section  211  (a) ,  a  separate  return  shall  be  made 
under  oath  by  each  spouse,  except  as  otherwise  provided 
under  section  217  (b) . 

“(3)  Every  individual  who,  though  married,  has 
not  lived  with  husband  or  wife  at  any  time  during  the 
taxable  year,  if  having  a  gross  income  for  the  taxable 
year  of  $800  or  over.  In  the  case  of  such  an  individual 
the  return  shall  be  made  by  him  under  oath. 

“  (4)  Every  individual  who  has  lived  with  husband 
or  wife  at  any  time  during  the  taxable  year,  if  such 
taxable  year  is  not  a  joint  taxable  year  described  in 
subsection  (c) ,  if  having  a  gross  income  for  the  taxable 
year  and  if  the  aggregate  gross  income  of  such  husband 
and  wife  for  the  taxable  year  is  $1,600  or  over.  In  the 
case  of  such  an  individual  the  return  shall  be  made  by 
him  under  oath.  If  the  taxable  years  of  husband  and 
wife  are  identical  their  income  may  be  included  in  a 
single  return  made  by  them  jointly,  but  no  joint  return 
may  be  made  if  either  the  husband  or  wife  is  a  nonresi¬ 
dent  alien  individual  taxable  under  section  211  (a) .  In 
the  event  such  a  single  return  is  made  by  husband  and 
wife  jointly,  the  return  shall  be  signed  and  sworn  to 
by  each,  the  tax  shall  be  computed  on  the  aggregate 
income,  and  the  liability  with  respect  to  the  tax  shall 
be  joint  and  several. 
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“(b)  Husband  and  Wife. — In  the  ease  of  a  husband 
and  wife  required  by  subsection  (a)  (2)  to  make  a  return 
under  this  subsection  the  income  of  each  shall  be  included  in 
a  single  return,  and  the  tax  shall  be  computed  on  the  aggre¬ 
gate  income.  Such  return  shall  be  signed  and  sworn  to  by 
each  spouse  with  respect  to  whom  an  item  of  gross  income  or 
a  deduction  or  credit  (other  than  the  personal  exemption) 
appears  on  the  return.  The  liability  with  respect  to  the  tax 
so  computed — 

“  ( 1 )  shall  be  joint  and  several ;  or 
“(2)  at  the  election  of  either  spouse,  made  under 
rules  and  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  shall  be  apportioned 
between  the  spouses.  There  shall  be  allocated  to  each 
spouse  that  portion  of  the  tax  upon  the  aggregate  income 
(computed  before  the  application  of  sections  31  and 
32)  which  bears  the  same  ratio  to  such  tax  as  a  tax 
computed  upon  the  separate  income  of  each  spouse  bears 
to  the  sum  of  such  separate  taxes.  For  such  purpose,  the 
separate  tax  of  each  spouse  shall  be  the  tax  computed 
under  this  chapter,  before  the  application  of  sections  31 
and  32,  as  if  such  spouse  were  required  to  make  a 
separate  return,  except  that  the  personal  exemption 
under  section  25  (b)  (1)  shall  be  $1,000.  The  portion 
of  the  tax  (upon  the  aggregate  income)  allocable  to 
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each  spouse  shall  he  reduced  by  so  much  of  the  credits 
under  sections  31  and  32  allowable  against  the  tax  (upon 
the  aggregate  income)  as  is  attributable,  under  rules 
and  regulations  prescribed  by  the  Commissioner  with 
the  approval  of  the  Secretary,  to  taxes  paid  by  such 
spouse  and  taxes  withheld  at  the  source  on  the  income 
of  such  spouse.  If  the  sum  of  the  credits  so  allocated 
to  either  spouse  exceeds  the  portion  of  the  tax  (upon  the 
aggregate  income)  allocable  to  such  spouse,  such  excess 
shall  be  aileeah-d  to  the  other  spouse. 

“(c)  Joint  Taxable  Year  of  Husband  and  Wife.— 
he  case  of  an  individual  who — 

“(1)  married  before  January  1,  1941,  and  wlio 
has  lived  with  husband  or  wife  at  any  time  during  the 
twelve-month  period:  beginning  with  the  day  after  the 
close  of  the  last  taxable  year  of  the  husband  which  began 
before  January  1,  1941 ;  or  beginning  with  the  day  after 
the  close  of  the  last  taxable  year  of  the  wife  which  began 
before  January  1,  1941,  if  such  year  closes  later  than 
such  taxable  year  of  the  husband ;  or 

“(2)  married  after  December  31,  1940,  and  who 
has  lived  with  husband  or  wife  at  any  time  during  the 
twelve-month  period:  beginning  with  the  day  after  the 
close  of  the  taxable  year  of  the  husband  during  which 
the  marriage  occurred ;  or  beginning  with  the  day  after 
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the  close  of  the  taxable  year  of  the  wife  during  which 
the  marriage  occurred,  if  such  year  closed  later  than 
such  taxable  year  of  the  husband ;  or 

“(3)  is  married  but  has  not  lived  with  husband  or 
wife  during  either  of  the  twelve-month  periods  specified 
in  paragraph  (1)  or  paragraph  (2) ,  but  has  lived  with 
husband  or  wife  at  any  time  during  the  twelve-month 
period :  beginning  with  the  day  after  the  close  of  the  tax¬ 
able  year  of  the  husband  during  any  portion  of  which 
they  lived  together;  or  beginning  with  the  day  after  the 


close  of  the  taxable  year  of  the  wife  during  any  portion  of 
which  they  lived  together,  if  such  year  closed  later  fhaP 
such  taxable  year  of  the  husband; 
the  beginning  of  such  twelve-month  period  shall  constitute 
the  beginning  of  the  annual  accounting  period  of  such  indi¬ 
vidual.  Such  twelve-month  period  and  each  succeeding 
twelve-month  period  (or,  in  the  event  of  termination  under 
subsection  (d),  any  shorter  period)  at  any  time  during 
which  such  individual  lives  with  husband  or  wife  shall  con¬ 
stitute  a  joint  taxable  year  of  such  husband  and  wife.  If 
such  husband  and  wife  jointly  change  their  accounting  period 
pursuant  to  section  46,  the  period  of  less  than  twelve  months 
in  respect  of  which  a  return  is  required  to  be  made  pursuant 
to  section  47,  and  each  succeeding  twelve-month  period,  at 
any  time  during  which  such  husband  and  wife  live  together 
II.  Ih  5417 - 3 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


18 


shall  constitute  a  joint  taxable  year  of  such  husband  and  wife. 

“(d)  Termination  of  Taxable  Year. — The  joint 
taxable  year  of  a  husband  and  wife  shall  he  terminated  upon 
the  date  of  their  divorce  or  legal  separation  or  upon  the  date 
of  the  annulment  of  their  marriage.” 

(b)  Redesignation  of  Subsection  Letters. — Sec¬ 
tion  51  (c),  (d),  and  (e) ,  are  redesignated  as  (e),  (f), 
and  (g). 

(c)  Earned  Income  Credit. — Section  25  (a)  (4) 

(C)  of  the  Internal  Revenue  Code  (relating  to  definition  of 
earned  net  income)  is  amended  to  read  as  follows: 

“(C)  ‘Earned  net  income’  means  the  excess  of 
the  amount  of  the  earned  income  over  the  sum  of 
the  earned  income  deductions. 

“(I))  Except  as  provided  in  subparagraph  (E), 
if  the  taxpayer’s  net  income  is  not  more  than  $3,000, 
his  entire  net  income  shall  be  considered  to  be  earned 
net  income,  and  if  his  net  income  is  more  than 
$3,000,  his  earned  net  income  shall  not  he  consid¬ 
ered  to  be  less  than  $3,000;  and  in  no  case  shall  the 
earned  net  income  be  considered  to  be  more  than 
$14,000. 

“(E)  Eor  the  purpose  of  computing  the  normal 
tax  upon  the  aggregate  income  of  the  husband  and 
wife  in  the  case  of  a  single  return  made  by  them 
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jointly,  the  earned  net  income  shall  be  the  sum  of 
the  earned  net  incomes  of  the  spouses  computed 
separately.” 

(d)  Personal  Exemption  of  Husband  and  Wife. — 
Section  25  (h)  (3)  is  amended  by  inserting  after  the  head¬ 
ing  the  following:  “  (A)  General  Rule. — ”, 
and  by  inserting  at  the  end  thereof  the  following: 

“(B)  Husband  and  Wife. — A  husband  and  wife 
required  to  make  a  single  return  jointly  for  any 
taxable  year  under  the  provisions  of  section  51  (b) 
shall  be  entitled  in  every  case  to  a  personal  exemp¬ 
tion  of  $2,000  for  such  taxable  year.” 

(c)  Income  Placed  on  Annual  Basis. — Section  47 
(c)  of  the  Internal  Revenue  Code  is  amended  by  inserting 
after  heading: 

“  ( 1 )  Change  in  accounting  period. — ” 
and  by  inserting  at  the  end  thereof  the  following: 

“  (2)  Return  for  period  of  less  than  twelve 
MONTHS. — For  the  purposes  of  determining  whether  a 
return  for  a  period  of  less  than  twelve  months  is  required 
under  section  51,  the  gross  income  shall  be  placed  on  an 
annual  basis  by  multiplying  the  amount  thereof  by  the 
number  of  days  in  the  twelve  months  ending  with  the 
close  of  such  period  and  dividing  by  the  number  of  days 
included  in  the  period  for  which  the  return  is  made.  If  a 
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return  is  required  the  net  income  ( computed  on  the  basis 
of  the  period  for  which  such  return  is  required)  shall  be 
placed  on  an  annual  basis  in  the  same  manner.  The  tax 
shall  be  such  part  of  the  tax  computed  on  such  annual 
basis  as  the  number  of  days  in  such  period  is  of  the  num¬ 
ber  of  days  in  the  twelve  months  ending  with  the  close  of 
such  period. 

“(3)  Alternative  method.— If  the  Commis¬ 
sioner  determines  that  a  method,  other  than  the  method 
prescribed  under  paragraphs  (1)  and  (2),  for  placing 
the  net  income  on  an  annual  basis  would  more  clearly 
reflect  the  income,  such  other  method  shall  be  used.” 

(f)  Short  Period  Returns — Reduction  of  Cred¬ 
its. — Section  47  (e)  of  the  Internal  Revenue  Code  is 

amended  to  read  as  follows : 

“(e)  Reduction  of  Credits  Against  Net  In¬ 
come. — In  the  case  of  a  return  made  for  a  fractional  part 
of  a  year,  except  where  the  net  income  is  placed  on  an  annual 
basis,  the  personal  exemption  and  credit  for  dependents  shall 
be  reduced  respectively  to  amounts  which  bear  the  same 
ratio  to  the  full  credits  provided  as  the  number  of  months 
in  the  period  for  which  return  is  made  bears  to  twelve 
months.” 

(g)  Fiduciary  Returns. — Section  142  (a)  is 
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amended  by  striking  out  paragraphs  (1)  and  (2)  and 
inserting  in  lieu  thereof  the  following: 

“  ( 1 )  Every  individual  required  to  make  a  return 

under  the  provisions  of  section  51  (a) 

Such  section  142  (a)  is  amended  by  redesignating  para¬ 
graphs  (3),  (4),  and  (5)  as  (2),  (3),  and  (4), 

respectively. 

(h)  Overpayments  and  Deficiencies  in  Case  of 
Joint  Returns. — Supplement  L  of  subchapter  C  of  chapter 
1  of  the  Internal  Revenue  Code  is  amended  by  inserting  at 
the  end  thereof  the  following  new  section: 

“SEC.  278.  JOINT  RETURNS. 

“In  any  case  in  which  a  single  return  is  made  by  a  hus¬ 
band  and  wife  jointly  and  the  tax  on  aggregate  income  is  ap¬ 
portioned  in  accordance  with  the  provisions  of  section  51  (1)) 
(2),  if  the  Commissioner  determines  a  deficiency  or  over¬ 
payment  in  respect  of  the  tax  liability  of  one  spouse, ’any 
overpayment  or  deficiency  in  respect  of  the  tax  liability  of 
the  other  spouse  resulting  from  the  reapportionment  of  the 
tax  necessary  by  reason  of  such  determination,  may  be  re¬ 
funded  or  credited,  or  assessed  and  collected,  as  the  case  may 
be,  as  if  not  less  than  one  year  remained  from  the  date  of  such 
determination  before  the  expiration  of  the  period  of  limita¬ 
tions  upon  filing  claim  for  refund  or  assessment  for  such 
taxable  year.” 
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(i)  Penalties. — Supplement  M  of  sub  chapter  C  of 
chapter  1  of  the  Internal  Revenue  Code  is  amended  by  insert¬ 
ing  at  the  end  thereof  the  following  new  section: 

“SEC.  300.  ADDITIONS  TO  TAX  IN  CASE  OF  JOINT 
RETURNS. 

“  (a)  If,  in  the  case  of  a  husband  and  wife  making  a  re¬ 
turn  jointly  under  the  provisions  of  section  51  (b),  there 
is  an  addition  to  the  tax  under  section  291  or  section  293, 
and  only  one  spouse  is  responsible  for  the  willful  neglect, 
negligence,  or  fraud,  which  forms  the  basis  for  such  addition 
to  the  tax,  only  such  spouse  shall  be  liable  for  the  payment 
of  such  addition  to  the  tax. 

“  (b)  A  spouse  who  has  no  gross  income  shall  not  in  any 
case  be  liable  for  an  addition  to  the  tax  based  upon  a  failure 
to  file  a  return.” 

SEC.  112.  NONINTEREST-BEARING  OBLIGATIONS  ISSUED 
AT  DISCOUNT. 

Section  42  of  the  Internal  Revenue  Code  (relating  to 
period  in  which  items  of  gross  income  are  included)  is 
amended  by  inserting  before  the  first  sentence  thereof  “(a) 
General  Rule. — ”,  and  by  inserting  at  the  end  of  such  sec¬ 
tion  a  new  subsection  to  read  as  follows : 

“(b)  Noninterest-bearing  Obligations  Issued  at 
Discount. — If,  in  the  case  of  a  taxpayer  owning  any  non- 
interest-bearing  obligation  issued  at  a  discount  and  redeem¬ 
able  for  fixed  amounts  increasing  at  stated  intervals,  the  in- 
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crease  in  the  redemption  price  of  such  obligation  occurring 
in  such  taxable  year  does  not  (under  the  method  of  account¬ 
ing  used  in  computing  liis  net  income)  constitute  income  to 
him  in  such  year,  such  taxpayer  may,  at  his  election  made  in 
his  return  for  any  taxable  year  beginning  after  December  31, 
1940,  treat  such  increase  as  income  received  in  such  taxable 
year.  If  any  such  election  is  made  with  respect  to  any  such 
obligation,  it  shall  apply  also  to  all  such  obligations  owned  by 
the  taxpayer  at  the  beginning  of  the  first  taxable  year  to 
which  it  applies  and  to  all  such  obligations  thereafter  acquired 
by  him  and  shall  be  binding  for  all  subsequent  taxable  years, 
unless  upon  application  by  the  taxpayer  the  Commissioner 
permits  him,  subject  to  such  conditions  as  the  Commissioner 
deems  necessary,  to  change  to  a  different  method.  In  the 
case  of  any  such  obligations  owned  by  the  taxpayer  at  the 
beginning  of  the  first  taxable  year  to  which  his  election  ap¬ 
plies,  the  increase  in  the  redemption  price  of  such  obligations 
occurring  between  the  date  of  acquisition  and  the  first  day  of 
such  taxable  year  shall  also  be  treated  as  income  received  in 
such  taxable  year.” 

SEC.  113.  INFORMATION  RETURNS  WITH  RESPECT  TO 
FEDERAL  OBLIGATIONS. 

(a)  Section  147  (d)  of  the  Internal  Revenue  Code  (ex¬ 
empting  interest  on  obligations  of  the  United  States  from 
information  requirement)  is  repealed. 
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(b)  Section  147  (b)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “and  (2)”  and  inserting  in  lieu 
thereof  “  (2)  in  the  case  of  payments  of  interest  upon  obliga¬ 
tions  of  the  United  States  or  any  agency  or  instrumentality 
thereof,  and  (3) 

(c)  Subsections  (a)  and  (b)  of  this  section  shall 
take  effect  upon  the  day  after  the  date  of  the  enactment  of 
this  Act. 

SEC.  114.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  AP¬ 
PLICABLE. 

The  amendments  made  by  this  title  (except  sections 
106  and  11.3)  shall  be  applicable  only  with  respect  to  tax¬ 
able  years  beginning  after  December  31,  1940. 

TITLE  II— EXCESS  PROFITS  TAX 

SEC.  201.  EXCESS  PROFITS  TAX  RATES  AND  CREDITS. 

(a)  Dates. — Section  710  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“  (a)  Imposition.— 

“  ( 1 )  General  rule.— There  shall  be  levied,  col¬ 
lected,  and  paid,  for  each  taxable  year,  on  the  adjusted 
excess  profits  net  income,  as  defined  in  subsection  (b), 
of  every  corporation  (except  a  corporation  exempt  under 
section  727)  the  tax  shown  in  the  following  table: 
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“If  the  adjusted  excess  profits  The  tax  shall  be: 
net  income  is: 

Not  over  $20,000 _  35%  of  the  adjusted  excess  profits 

net  income. 

Over  $20,000,  but  not  over  $50,000.  $7,000,  plus  40%  of  excess  over 

$20,000. 

Over  $50,000,  but  not  over  $100,000.  $19,000,  plus  45%  of  excess  over 


$50,000. 

Over  $100,000,  but  not  over  $41,500,  plus  50%  of  excess  over 

$250,000.  $100,000. 

Over  $250,000,  but  not  over  $116,500,  plus  55%  of  excess  over 

$500,000.  $250,000. 

Over  $500,000 _  $254,000,  plus  60%  of  excess  over 

$500,000. 


-2.(2)  Special  pule  in  certain  cases  where 
invested  capital  credit  is  used. — In  the  case  of  a 
taxpayer  entitled  to  have  its  excess  profits  credit  com¬ 
puted  under  either  section  713  (income  credit)  or  sec¬ 
tion  714  (invested  capital  credit),  if  the  use  of  the 
credit  under  section  714  is  more  advantageous  to  the 
taxpayer,  the  tax  imposed  by  this  section  shall  be  the 
sum  of — 

“(A)  an  amount  determined  under  paragraph 
( 1 )  of  this  subsection  with  the  use  of  the  credit 
provided  in  section  714,  plus — 

“(B)  10  per  centum  of  the  amount,  if  any,  by 
which — 

“  (i)  the  adjusted  excess  profits  net  income 
computed  with  the  use  of  the  credit  under  sec¬ 
tion  713  and  with  the  excess  profits  credit  carry¬ 
over  which  would  be  available  for  the  taxable 
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year  if  the  excess  profits  credit  applicable  to 
each  of  the  preceding  taxable  years  for  which 
tax  is  imposed  by  this  subchapter  had  been  the 
excess  profits  credit  computed  under  section 
713,  exceeds 

“  (ii)  the  adjusted  excess  profits  net  in¬ 
come  computed  with  the  use  of  the  credit  under 
section  714. 

“(3)  Limitation  on  application  of  special 
eule. — If  the  tax  under  paragraph  (2)  is  greater  than 
the  amount  determined,  with  the  use  of  the  credit  pro¬ 
vided  in  section  713,  under  paragraph  (1)  of  this 
subsection,  the  tax  shall  be  the  amount  so  determined 
under  paragraph  ( 1 ) . 

“  (4)  Application  of  bates  in  case  of  certain 
exchanges. — If  the  taxpayer's  highest  bracket  amount 
for  the  taxable  year  computed  under  section  752  (relat¬ 
ing  to  certain  exchanges)  is  less  than  $500,000,  then  in 
the  application  of  the  table  in  paragraph  (1)  of  this 
subsection  to  such  taxpayer,  in  lieu  of  each  amount, 
other  than  the  percentages,  specified  in  such  table,  there 
shall  be  substituted  an  amount  which  bears  the  same 
ratio  to  the  amount  so  specified  as  the  highest  bracket 
amount  so  computed  bears  to  $500,000.” 

(b)  Excess  Profits  Credit — Based  on  Invested 
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Capital. — Section  714  of  the  Internal  Revenue  Code,  as 
amended,  is  amended  to  read  as  follows: 

“SEC.  714.  EXCESS  PROFITS  CREDIT— BASED  ON  INVESTED 
CAPITAL. 

“The  excess  profits  credit,  for  any  taxable  year,  com¬ 
puted  under  this  section,  shall  be  the  amount  shown  in  the 

following  table : 

“If  the  invested  capital  for  the 
taxable  year,  determined  under 


section  715,  is:  The  credit  shall  be: 

Not  over  $5,000,000 _  8%  of  the  invested  capital. 

Over  $5,000,000 _  $400,000,  plus  7%  ox  the  excess  over 

$5,000,000.” 


SEC.  202.  DISCLAIMER  OF  CREDIT. 

(a)  Section  712  (c)  of  the  Internal  Revenue  Code 
(relating  to  disclaimers  of  excess-profits  credit)  is  amended 
to  read  as  follows: 

“(c)  Effect  of  Disclaimer  of  Credit. — If  the  tax¬ 
payer  states  in  its  return  for  the  taxable  year  under  this  sub¬ 
chapter  that  it  disclaims  the  use  of  the  credit  computed  under 
section  714,  such  credit  shall  not,  for  the  purposes  of  the 
internal  revenue  laws,  be  applicable  to  the  computation  of 
the  tax  under  this  subchapter  for  such  taxable  year.” 

(b)  The  last  sentence  of  section  729  (b)  (1)  is 
amended  to  read  as  follows:  “If  the  taxpayer  states  in  such 
return  that  it  disclaims  the  use  of  the  credit  computed  under 
section  714  in  the  computation  of  the  tax  under  this  sub- 
chapter  for  the  taxable  year,  the  computation  and  informa- 
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tion  based  on  such  credit  may  be  omitted  from  the  return.” 

(c)  Section  741  (b)  of  the  Internal  lie  venue  Code  (re¬ 
lating  to  disclaimers  of  excess-profits  credit)  is  amended  to 
read  as  follows: 

“(b)  Effect  of  Disclaimer  of  Credit. — If  the  tax¬ 
payer  states  in  its  return  for  the  taxable  year  under  this  sub¬ 
chapter  that  it  disclaims  the  use  of  the  credit  computed  under 
section  714,  such  credit  shall  not,  for  the  purposes  of  the 
internal  revenue  laws,  be  applicable  to  the  computation  of 
the  tax  under  this  subchapter  for  such  taxable  year.” 

SEC.  203.  CASES  IN  WHICH  NO  RETURN  REQUIRED. 

Section  729  (b)  (2)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“(2)  No  return  required. — Notwithstanding 
subsection  (a) ,  no  return  under  section  52  (a)  shall  be 
required  to  be  filed  under  this  subchapter : 

“  (A)  By  any  taxpayer  entitled  to  have  its 
excess-profits  credit  computed  under  either  section 
713  or  section  714  for  any  taxable  year  for  which 
its  excess-profits  net  income,  computed  with  the 
adjustments  provided  in  section  711  (a)  (1)  and 
placed  on  an  annual  basis  as  provided  in  section 
711  (a)  (3),  is  not  greater  than  $5,000;  or 

“(B)  By  any  taxpayer  not  entitled  to  have 


its  excess-profits  credit  computed  under  section  713 
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for  any  taxable  year  for  which  its  excess-profits  net 
income,  computed  with  the  adjustments  provided  in 
section  711  (a)  (2)  and  placed  on  an  annual  basis 
as  provided  in  section  711  (a)  (3),  is  not  greater 
than  $5,000.” 

SEC.  204.  DEDUCTION  OF  EXCESS-PROFITS  TAX. 

(a)  Amendment  of  Section  23  (c) . — Section  23 
(c)  of  the  Internal  Revenue  Code  (relating  to  the  deduction 
of  taxes  in  computing  net  income)  is  amended  to  read  as 
follows : 

“(c)  Taxes  Generally. — 

“  ( 1 )  Allowance  in  general. — Taxes  paid  or 
accrued  within  the  taxable  year,  except — 

“  (A)  Federal  income  taxes; 

“(B)  war-profits  and  excess-profits  taxes  im¬ 
posed  by  Title  II  of  the  Revenue  Act  of  1917, 
Title  III  of  the  Revenue  Act  of  1918,  Title  III 
of  the  Revenue  Act  of  1921,  section  216  of  the 
National  Industrial  Recovery  Act,  or  section  702  of 
the  Revenue  Act  of  1934,  or  by  any  such  provisions 
as  amended  or  supplemented; 

“(C)  income,  war-profits,  and  excess-profits 
taxes  imposed  by  the  authority  of  any  foreign  coun¬ 
try  or  possession  of  the  United  States;  but  this 
deduction  shall  be  allowed  in  the  case  of  a  taxpayer 
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who  does  not  signify  in  his  return  his  desire  to  have 
to  any  extent  the  benefits  of  section  131  (relating 
to  credit  for  taxes  of  foreign  countries  and  posses¬ 
sions  of  the  United  States)  ; 

“(D)  estate,  inheritance,  legacy,  succession, 
and  gift  taxes ;  and 

“(E)  taxes  assessed  against  local  benefits  of  a 
kind  tending  to  increase  the  value  of  the  property 
assessed;  but  this  paragraph  shall  not  exclude  the 
allowance  as  a  deduction  of  so  much  of  such  taxes 
as  is  properly  allocable  to  maintenance  or  interest 
charges. 

“  (2)  Excess-profits  tax  under  chapter  2e— 
special  rules. — Eor  the  purposes  of  this  subsection,  in 
the  case  of  the  excess-profits  tax  imposed  by  Sub¬ 
chapter  E  of  Chapter  2 — - 

“  (A)  The  deduction  shall  be  limited  to  the  tax 
imposed  for  the  taxable  year,  but  any  portion  of  such 
tax  paid  after  the  taxable  year  shall  be  considered 
as  having  been  paid  within  the  taxable  year ; 

“(B)  Eo  reduction  in  such  tax  shall  be  made  by 
reason  of  the  credit  for  income,  war-profits,  or  excess- 
profits  taxes  paid  to  any  foreign  country  or  posses¬ 
sion  of  the  United  States ; 
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“(C)  Such  tax  shall  be  computed  without  re¬ 
gard  to  the  adjustments  provided  in  section  734;  and 

“(D)  Such  tax,  in  the  case  of  a  consolidated 
return  under  section  730,  shall  be  allocated  to  the 
members  of  the  affiliated  group  under  regulations 
prescribed  by  the  Commissioner,  with  the  approval 
of  the  Secretary.” 

(b)  Amendment  of  Section  102  (d). — Section  102 

(d)  (1)  (A)  of  the  Internal  Kevenue  Code  (relating  to 

the  deduction  of  taxes  in  computing  section  102  net  income) 
is  amended  to  read  as  follows : 

“  (A)  Taxes. — Federal  income,  war-profits,  and 
excess-profits  taxes  (other  than  the  tax  imposed  by 
Subchapter  E  of  Chapter  2  for  a  taxable  year  begin¬ 
ning  after  December  31,  1940)  paid  or  accrued  dur¬ 
ing  the  taxable  year,  to  the  extent  not  allowed  as  a 
deduction  by  section  23,  but  not  including  the  tax 
imposed  by  this  section  or  a  corresponding  section  of 
a  prior  income-tax  law.” 

(c)  Computation  of  Excess-Profits  Net  In¬ 
come. — 

(1)  Taxable  years  beginning  after  Decem¬ 
ber  31,  1940. — 

(A)  Section  711  (a)  (1)  (A)  (relating  to 
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adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  under  income  credit  )  is  amended 
to  read  as  follows : 

‘‘(A)  Income  Taxes. — In  computing  such  nor¬ 
mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  be  allowed;”. 

(B)  Section  711  (a)  (2)  (G)  (relating  to 

adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  under  invested  capital  credit)  is 
amended  to  read  as  follows : 

“(C)  Income  Taxes. — In  computing  such  nor¬ 
mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  be  allowed;”. 

(2)  Taxable  tears  in  the  base  period. — Sec¬ 
tion  711  (b)  (1)  (A)  (relating  to  adjustment  for 

income  taxes  for  taxable  years  in  the  base  period)  is 
repealed. 

(d)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — 

(1)  Section  711  (a)  (!)  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the 
following  new  subparagraph : 

“(G)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
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net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
be  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(2)  Section  711  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  fol¬ 
lowing  new  subparagraph : 

“(I)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
be  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(e)  Excess-Profits  Credit  Carry-Over. — Section 
710  (c)  (1)  (defining  the  unused  excess-profits  credit)  is 
amended  by  adding  at  the  end  thereof  a  new  sentence  to  read 
as  follows:  “For  such  purpose  the  excess-profits  credit  and 
the  excess-profits  net  income  for  any  taxable  year  begin¬ 
ning  in  1940  shall  be  computed  under  the  law  applicable 
to  taxable  years  beginning  in  1941.”. 

(f)  Equity  Invested  Capital. — Section  718  (c) 
(3)  (relating  to  the  computation  of  earnings  and  profits 
for  invested  capital  purposes)  is  amended  by  adding  after 
the  word  “subchapter”  the  words  “or  Chapter  1”. 
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(g)  Adjustment  of  Abnormal  Base  Peeiod  Net 
Income. — Section  722  (c)  (placing  a  limit  on  the  amount 
of  relief  afforded  under  section  722)  is  amended  by  adding  at 
the  end  thereof  a  new  sentence  to  read  as  follows:  “For 
the  purposes  of  this  subsection  and  subsection  (d)  the  tax¬ 
payer's  normal-tax  net  income  shall  be  computed  without 
deduction  of  the  tax  imposed  by  this  subchapter.”. 

(h)  Nondeductibility  of  Excess  Peofits  Tax  in 
Computation  of  Declaeed  Value  Excess  Peofits 
Tax. — Section  602  of  the  Internal  Revenue  Code  is  amended 
by  striking  out  “computed  without  the  deduction  of  the  tax 
imposed  by  section  600”  and  inserting  in  lieu  thereof  “com¬ 
puted  without  the  deduction  of  the  tax  imposed  by  section 
600  or  the  tax  imposed  by  Subchapter  E  of  Chapter  2. 

(i)  Adjusted  Declared  Valle. — 

(1)  Section  1202  (b)  (1)  (C)  of  the  Internal 

Revenue  Code  is  amended  to  read  as  follows: 

“(C)  its  net  income,  computed  without  the 
deduction  of  the  tax  imposed  by  Subchapter  E  of 
Chapter  2,”. 

(2)  Section  1202  (b)  (1)  (iii)  is  amended  to  read 
as  follows: 

“(iii)  the  excess  of  the  deductions  allow¬ 
able  for  income  tax  purposes  (not  including  the 
deduction  for  the  tax  imposed  by  Subchapter  E 
of  Chapter  2)  over  its  gross  income.” 
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SEC.  205.  NEW  CAPITAL. 

Section  718  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  ‘‘and”  at  the  end  of  paragraph  (4)  ; 
by  striking  out  the  period  at  the  end  of  paragraph  (5) 
and  inserting  in  lieu  thereof  a  semicolon  and  the  word  “and”, 
and  by  inserting  at  the  end  thereof  the  following: 

“(6)  New  capital. — An  amount  equal  to  25 
per  centum  of  the  new  capital  for  such  day.  The  term 
‘new  capital’  for  any  day  means  so  much  of  the  amounts 
of  money  or  property  includible  for  such  day  under 
paragraphs  (1)  and  (2)  as  was  previously  paid  in 
during  a  taxable  year  beginning  after  December  31, 
1940,  and  so  much  of  the  distributions  in  stock  in¬ 
cludible  for  such  day  under  paragraph  (3)  as  was  pre¬ 
viously  made  during  a  taxable  year  beginning  after 
December  31,  1940,  subject  to  the  following  limitations: 

“(A)  There  shall  not  be  included  money  or 
property  paid  in  by  a  corporation  in  an  exchange  to 
which  section  112  (b)  (3),  (4),  or  (5),  or  so 

much  of  section  112  (c),  (d),  or  (e)  as  refers  to 
section  112  (b)  (3),  (4) ,  or  (5)  is  applicable,  or 
would  have  been  applicable  if  the  term  ‘control’  had 
been  defined  in  section  112  (h)  to  mean  the  owner¬ 
ship  of  stock  possessing  more  than  50  per  centum  of 
the  total  combined  voting  power  of  all  classes  of 
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stock  entitled  to  vote  or  more  than  50  per  centum 
of  the  total  value  of  shares  of  all  classes  of  stock. 

“(B)  There  shall  not  be  included  money  or 
property  paid  in  to  the  taxpayer  by  a  transferor  cor¬ 
poration  if  immediately  after  such  transaction  the 
transferor  and  the  taxpayer  are  members  of  the  same 
controlled  group.  As  used  in  this  subparagraph  and 
subparagraph  ( C ) ,  a  controlled  group  means  one  or 
more  chains  of  corporations  connected  through  stock 
ownership  with  a  common  parent  corporation  if  (i) 
more  than  50  per  centum  of  the  total  combined 
voting  power  of  all  classes  of  stock  entitled  to  vote, 
or  more  than  50  per  centum  of  the  total  value  of 
shares  of  all  classes  of  stock,  of  each  of  the  cor¬ 
porations  (except  the  common  parent  corporation) 
is  owned  directly  by  one  or  more  of  the  other 
corporations,  and  (ii)  the  common  parent  cor¬ 
poration  owns  directly  more  than  50  per  centum 
of  the  total  combined  voting  power  of  all  classes 
of  stock  entitled  to  vote,  or  more  than  50  per 
centum  of  the  total  value  of  shares  of  all  classes 
of  stock,  of  at  least  one  of  the  other  corporations. 

“(C)  There  shall  not  be  included  a  distribution 
in  stock  described  in  paragraph  (3)  made  to  another 
corporation,  if  immediately  after  the  distribution  the 
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taxpayer  and  the  distributee  are  members  of  the 
same  controlled  group. 

“  (D)  Increase  in  Inadmissible  Assets. — The  new 
capital  for  any  day  of  the  taxable  year,  computed 
without  the  application  of  subparagraph  ( E ) ,  shall 
be  reduced  by  the  excess,  if  any,  of  the  amount  com¬ 
puted  under  section  720  (b)  with  respect  to  inad¬ 
missible  assets  held  on  such  day,  over  the  amount 
computed  under  section  720  (b)  with  respect  to 
inadmissible  assets  held  on  the  first  day  of  the  tax¬ 
payer’s  first  taxable  year  beginning  after  December 
31,  1940.  For  the  purposes  of  this  subparagraph,  in 
determining  whether  obligations  which  are  described 
in  section  22  (b)  (4)  any  part  of  the  interest  from 
which  is  exeludible  from  gross  income  or  allowable 
as  a  credit  against  net  income  are  to  be  treated  as 
admissible  or  inadmissible  assets,  such  obligations 
shall  be  treated  in  the  same  manner  as  they  are 
treated  for  the  taxable  year  for  which  tax  under  this 
subchapter  is  being  computed. 

“(E)  Maximum  Xew  Capital  Allowable. — The 
new  capital  for  any  day  of  the  taxable  }rear  shall  not 
be  more  than  the  amount,  if  any,  by  which — 

“  (i)  the  sum  of  the  equity  invested  capital 
(computed  without  regard  to  this  paragraph) 
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and  the  borrowed  capital  (as  defined  in  section 
719  (a)  )  of  the  taxpayer  as  of  such  day,  re¬ 
duced  by  the  amount  of  money  or  property  paid 
in  which  is  excluded  by  reason  of  the  limitation 
of  subparagraph  (A)  or  (B)  of  this  paragraph, 
exceeds 

“  (ii)  the  sum  of  such  equity  invested  capital 
and  borrowed  capital  as  of  the  beginning  of  the 
first  day  of  such  taxpayer’s  first  taxable  year 
beginning  after  December  31,  1940,  reduced  by 
the  amount,  if  any,  by  which  the  accumulated 
earnings  and  profits  as  of  such  first  day  of  such 
first  taxable  year  exceed  the  accumulated 
earnings  arid  profits  (computed  without  regard 
to  distributions  made  in  taxable  years  beginning 
after  December  31,  1940)  as  of  the  beginning 
of  the  first  day  of  the  taxable  year  for  which 
the  tax  under  this  subchapter  is  being  com¬ 
puted.” 


20  SEC.  206.  CORPORATIONS  ENGAGED  IN  MINING  STRATEGIC 

21  METALS. 


22  Section  731  of  the  Internal  Revenue  Code  (exempting 

23  from  excess  profits  tax  income  derived  from  mining  certain 

24  metals)  shall  not  apply  with  respect  to  any  taxable  year 

25  beginning  after  December  31,  1940. 
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SEC.  207.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  AP¬ 
PLICABLE. 

The  amendments  made  by  this  title  shall  he  applicable 
only  with  respect  to  taxable  years  beginning  after  December 
31,  1940. 

TITLE  III— CAPITAL  STOCK  TAX  AND  DE¬ 
CLARED  VALUE  EXCESS-PROFITS  TAX 

SEC.  301.  CAPITAL  STOCK  TAX. 

(a)  Increase  in  Rate  of  Tax. — Section  1200  (a) 
and  (b)  of  the  Internal  Revenue  Code  (relating  to  rate  of 
capital  stock  tax)  is  amended  by  striking  out  “$1"  and 
inserting  in  lieu  thereof  “$1.25". 

(b)  Defense  Tax  Rate. — Section  1200  (c)  of  the 
Internal  Revenue  Code  is  repealed. 

(c)  Effective  Date. — Subsections  (a)  and  (h)  shall 
be  effective  only  with  respect  to  the  year  ending  June  30, 
1941,  and  succeeding  years. 

SEC.  302.  DECLARED  VALUE  EXCESS-PROFITS  TAX— DE’ 
FENSE  TAX  MADE  PERMANENT. 

Section  600  (b)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows: 

“(b)  Defense  Tax. — In  the  case  of  any  taxpayer,  the 
amount  of  tax  payable  under  this  section  for  any  income- 
tax  taxable  year  ending  after  June  30,  1940,  shall  be  10 
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1  per  centum  greater  than  the  amount  of  tax  which  would 

2  he  payable  if  computed  without  regard  to  this  subsection.” 

3  TITLE  IV— ESTATE  AND  GIFT  TAXES 


4  SEC.  401.  ESTATE  TAX  RATES. 

5  (a)  Rates. — Section  935  (b)  of  the  Internal  Revenue 

6  Code  is  amended  to  read  as  follows : 

7  “  (b)  The  tentative  tax  referred  to  in  subsection  (a)  (1) 

8  of  this  section  shall  be  the  tentative  tax  shown  in  the  follow- 


9  mg-  table : 


“If  the  net  estate  is: 

Not  over  $5,000 _ 

Over  $5,000  but  not  over  $10,000__ 
Over  $10,000  but  not  over  $20,000_ 

Over  $20,000  but  not  over  $30,000- 

Over  $30,000  but  not  over  $40,000- 

Over  $40,000  but  not  over  $50,000- 

Over  $50,000  but  not  over  $60,000_ 


The  tentative  tax  shall  be: 

3%  of  the  net  estate. 

$150,  plus  7%  of  excess  over  $5,000. 
$500,  plus  10%  of  excess  over 
$10,000. 

$1,500,  plus  13%  of  excess  over 

$20,000. 

$2,800,  plus  16%  of  excess  over 
$30,000. 

$4,400,  plus  20%  of  excess  over 
$40,000. 

$6,400,  plus  23%  of  excess  over 
$50,000. 


Over  $60,000 
$100,000. 

but 

not 

over 

$8,700,  plus  25% 
$60,000. 

of 

excess 

over 

Over  $100,000 
$250,000. 

but 

not 

over 

$18,700,  plus  27% 
$100,000. 

of 

excess 

over 

Over  $250,000 
$500,000. 

but 

not 

over 

$59,200,  plus  29% 
$250,0(30. 

of 

excess 

over 

Over  $500,000 
$750,000. 

but 

not 

over 

$131,700,  plus  32% 
$500,000. 

of 

excess 

over 

Over  $750,000 
$1,000,000. 

but 

not 

over 

$211,700,  plus  34% 
$750,000. 

of 

excess 

over 

Over  $1,000,000 
$1,250,000. 

but 

not 

over 

$296,700,  plus  36% 
$1,000,000. 

of 

excess 

over 

Over  $1,250,000 
$1,500,000. 

but 

not 

over 

$386,700,  plus  38% 
$1,250,000. 

of 

excess 

over 

Over  $1,500,000 
$2,000,000. 

but 

not 

over 

$481,700,  plus  41% 
$1,500,000. 

of 

excess 

over 

Over  $2,000,000 
$2,500,000. 

but 

not 

over 

$686,700,  plus  45% 
$2,000,000. 

of 

excess 

over 

Over  $2,500,000 
$3,000,000. 

but 

hot 

over 

$911,700,  plus  48% 
$2,500,000. 

of 

excess 

over 

Over  $3,000,000 
$3,500,000. 

but 

not 

over 

$1,151,700,  plus  51%  of 
$3,000,000. 

excess 

over 
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If  the  net  estate  is 

• 

• 

The  tentative  tax  shall  be : 

Over  $3,500,000 
$4,000,000. 

but 

not 

over 

$1,406,700,  plus  54%  of  excess  over 
$3,500,000. 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

$1,676,700,  plus  58%  of  excess  over 
$4,000,000. 

Over  $5,000,000 
$6,000,000. 

but 

not 

over 

$2,256,700,  plus  61%  of  excess  over 
$5,000,000. 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$2,866,700,  plus  64%  of  excess  over 
$6,000,000. 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$3,506,700,  plus  66%  of  excess  over 
$7,000,000. 

Over  $8,000,000 
$10,000,000. 

but 

not 

over 

$4,166,700,  plus  69%  of  excess  over 
$8,000,000. 

Over  $10,000,000 

$5,546,700,  plus  70%  of  excess  over 

$10,000,000. 


(b)  Effective  Date  of  Amendment. — The  amend¬ 
ment  made  by  subsection  (a)  shall  be  applicable  only  to 
estates  of  decedents  dying  after  the  date  of  the  enactment  of 
this  Act. 

(c)  Defense  Tax  Made  Permanent. — Subchapter 
C  of  Chapter  3  of  the  Internal  Revenue  Code  is  amended 
by  striking  out  “and  before  the  expiration  of  five  years  after 
such  date”;  by  striking  out  in  the  heading  of  the  subchapter 
“FOR  FIVE  YEARS”;  and  by  striking  out  in  the  heading 
of  section  951  “FOR  FIVE  years”. 


SEC.  402.  GIFT  TAX  RATES. 


(a)  Rates. — The  Rate  Schedule  of  section  1001  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows : 


“If  the  net  gifts  are: 

Not  over  $5,000 _ 

Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000- 

Over  $20,000  but  not  over  $30,000- 

Over  $30,000  but  not  over  $40,000- 


The  tax  shall  be: 

21%  of  the  net  gifts. 

$112.50,  plus  51%  of  excess  over 
$5,000. 

$375,  plus  71%  of  excess  over 

$10,000. 

$1,125,  plus  9 1%  of  excess  over 

$20,000. 

$2,100,  plus  12%  of  excess  over 
$30,000. 
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“If  the  net  gifts  are:  The  tax  shall  be: 

Over  $40,000  but  not  over  $50,000_  $3,300,  plus  15%  of  excess  over 

$40,000. 

Over  $50,000  but  not  over  $60,000-  $4,800,  plus  171%  of  excess  over 

$50,000. 

Over  $60,000  but  not  over  $100,000-  $6,525,  plus  18J%  of  excess  over 

$60,000. 


Over  $100,000 
$250,000. 

but 

not 

over 

$14,025,  plus  201%  of 
$100,000. 

excess  over 

Over  $250,000 
$500,000. 

but 

not 

over 

$44,400,  plus  21|-%  of 
$250,000. 

excess  over 

Over  $500,000 
$750,000. 

but 

not 

over 

$98,775,  plus  24%  of 
$500,000. 

excess  over 

Over  $750,000 
$1,000,000. 

but 

not 

over 

$158,775,  plus  251%  of 
$750,000. 

excess  over 

Over  $1,000,000 
$1,250,000. 

but 

not 

over 

$222,525,  plus  27%  of 
$1,000,000. 

excess  over 

Over  $1,250,000 
$1,500,000. 

but 

not 

over 

$290,025,  plus  281%  of 
$1,250,000. 

excess  over 

Over  $1,500,000 
$2,000,000. 

but 

not 

over 

$361,275,  plus  30f  %  of 
$1,500,000. 

excess  over 

Over  $2,000,000 
$2,500,000. 

but 

not 

over 

$515,025,  plus  33f  %  of 
$2,000,000. 

excess  over 

Over  $2,500,000 
$3,000,000. 

but 

not 

over 

$683,775,  plus  36%  of 
$2,500,000. 

excess  over 

Over  $3,000,000 
$3,500,000. 

but 

not 

over 

$863,775,  plus  381%  of  excess  over 
$3,000,000. 

Over  $3,500,000 
$4,000,000. 

but 

not 

over 

$1,055,025,  plus  401% 
over  $3,500,000. 

of  excess 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

$1,257,525,  plus  431% 
over  $4,000,000. 

of  excess 

Over  $5,000,000 
$6,000,000. 

but 

not 

over 

$1,692,525,  plus  45f% 
over  $5,000,000. 

of  excess 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$2,150,025,  plus  48%  of  excess  over 
$6,000,000. 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$2,630,025,  plus  491% 
over  $7,000,000. 

of  excess 

Over  $8,000,000 
$10,000,000. 

but 

not 

over 

$3,125,025,  plus  511% 
over  $8,000,000. 

of  excess 

Over  $10,000,000. 

$4,160,025,  plus  521% 
over  $10,000,000.” 

of  excess 

1  (b)  Years  to  Which  Amendment  Applicable. — 

2  The  amendment  made  by  subsection  (a)  shall  be  ap- 

3  plied  in  computing  the  tax  for  the  calendar  year  1942  and 

4  each  calendar  year  thereafter  (but  not  the  tax  for  the  calen- 

5  dar  year  1341  or  a  previous  calendar  year) ,  and  such  arnend- 

6  ment  shall  be  applied  in  all  computations  in  respect  of  the 

7  calendar  year  1941  and  previous  calendar  years  for  the 
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purpose  of  computing  the  tax  for  the  calendar  year  1942 
and  any  calendar  year  thereafter. 

(c)  Defense  Tax  Rates  Made  Permanent. — Sec¬ 
tion  1001  (d)  of  the  Internal  Revenue  Code  is  amended  by 
striking  out  “1941  to  1945,  both  inclusive,”  and  inserting  in 
lieu  thereof  “after  1940”;  and  by  striking  out  in  the  heading 
“for  1940-1945”. 

TITLE  V— EXCISE  TAXES 
Part  I — 1932  Excise  Taxes  Made  Permanent 
SEC.  501.  1932  EXCISE  TAXES  MADE  PERMANENT. 

Section  3452  of  the  Internal  Revenue  Code  (relating  to 
expiration  of  1932  excise  taxes)  is  repealed. 

SEC.  502.  PIPE  LINE  TAX. 

Section  3460  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  termination  of  tax  on  transportation  by  pipe  line)  is 
amended  by  striking  out  “originating  before  July  1,  1945”. 
SEC.  503.  TECHNICAL  AMENDMENT. 

The  heading  of  Subtitle  C  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“SUBTITLE  C— MANUFACTURERS’  EXCISE  AND 

IMPORT  TAXES  AND  TEMPORARY  TAXES” 

SEC.  504.  BOND  TAX. 

Section  3481  (b)  (relating  to  expiration  of  tax  on 


transfer  of  bonds)  is  repealed. 
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SEC.  505.  CONVEYANCE  TAX. 

Section  3482  (relating  to  tax  on  conveyances)  is 
amended  by  striking  out  “delivered  before  July  1,  1945”. 
Part  II — Defense  Tax  Kates  Made  Permanent  (No  In¬ 
crease  in  Tax  and  No  Change  in  Basis  of  Tax) 

SEC.  521.  DEFENSE  EXCISE  TAX  RATES  MADE  PERMA¬ 
NENT  WHICH  ARE  NOT  INCREASED  BY  THIS 
ACT. 

(a)  The  following  sections  of  the  Internal  He  venue 
Code  are  amended  as  follows: 

(1)  Box  seats. — Section  1700  (b)  (1)  is 
amended  by  striking  out  “10  per  centum”  and  inserting 
in  lieu  thereof  “11  per  centum”. 

(2)  Sales  outside  box  office. — Section  1700 
(c)  ( 1 )  is  amended  by  striking  out  “10  per  centum”  and 
inserting  in  lieu  thereof  “11  per  centum”, 

(3)  Corporate  securities. — Section  1801  is 
amended  by  striking  out  “10  cents  until  July  1,  1945, 
and  5  cents  thereafter”  and  inserting  in  lieu  thereof 
“11  cents”. 

(4)  Capital  stock  issues. — Section  1802  (a) 
is  amended  by  striking  out  “10  cents  until  July  1,  1945, 
and  5  cents  thereafter”  and  the  comma  wherever  fol¬ 
lowing  such  expression  and  inserting  in  lieu  thereof 
“11  cents”;  and  by  striking  out  “2  cents  until  July  1, 
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1945,  and  1  cent  thereafter,”  and  inserting  in  lieu  thereof 
“3  cents”. 

(5)  Capital  stock  transfers. — Section  1802 
(b)  is  amended  by  striking  out  “4  cents  until  July  1, 
1945,  and  2  cents  thereafter,”  and  inserting  in  lieu 
thereof  “5  cents”;  and  by  striking  out  “5  cents  instead 
of  4  cents  until  July  1,  1945”  and  inserting  in  lieu 
thereof  “6  cents”. 

(6)  Insurance  policies. — Section  1804  is 
amended  by  striking  out  “3  cents”  and  inserting  in  lieu 
thereof  ”4  cents”. 

(7)  Passage  tickets. — Section  1806  is  amended 
by  striking  out  “$1”  and  inserting  in  lieu  thereof 
“$1.10”;  by  striking  out  “$3”  and  inserting  in  lieu 
thereof  “$3.30”;  and  by  striking  out  “$5”  and  inserting 
in  lieu  thereof  “$5.50”. 

(8)  Cigarettes. — Section  2000  (c)  (2)  is 
amended  by  striking  out  “$3”  and  inserting  in  lieu 
thereof  “$3.25”  and  by  striking  out  “$7.20”  and  insert¬ 
ing  in  lieu  thereof  “$7.80”. 

(9)  Pistols  and  revolvers. — Section  2700  (a) 
is  amended  by  striking  out  “10  per  centum”  and  insert¬ 
ing  in  lieu  thereof  “11  per  centum”. 

(10)  Fermented  malt  liquors— Section  3150 
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(afl  is  amended  by  striking  out  “$5”  and  inserting  in 
lieu  thereof  “$6”. 

(11)  Wholesalers  of  liquor. — Section  3250 

(a)  (1)  is  amended  by  striking  out  ‘‘$100’'  and 

inserting  in  lieu  thereof  “$110”. 

(12)  Retailers  of  liquor. — Section  3250  (b)  is 
amended  by  striking  out  “$25”  and  inserting  in  lieu 
thereof  “$27.50”. 

(13)  Brewers. — Section  3250  (c)  is  amended  by 
striking  out  “$100”  and  inserting  in  lieu  thereof  “$110” 
and  by  striking  out  “$50”  and  inserting  in  lieu  thereof 
“$55”. 

(14)  Wholesalers  of  malt  liquors. — Section 
3250  (d)  is  amended  by  striking  out  “$50”  and  in¬ 
serting  in  lieu  thereof  “$55”. 

(15)  Retailers  of  malt  liquors. — Section 
3250  (e)  (1)  is  amended  by  striking  out  “$20”  and 
inserting  in  lieu  thereof  “$22”,  and  section  3250  (e) 
(3)  is  amended  by  striking  out  “$2”  and  inserting  in 
lieu  thereof  “$2.20”. 

(16)  Rectifiers. — Section  3250  (f)  (1)  is 

amended  by  striking  out  “$200”  and  inserting  in  lieu 
thereof  “$220”;  and  by  striking  out  “$100”  and  insert¬ 
ing  in  lieu  thereof  “$1 10”. 

(17)  Stills. — Section  3250  (j)  is  amended  by 
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striking  out  “$50’’  and  inserting  in  lieu  thereof  “$55”; 
and  by  striking  out  “$20”  and  inserting  in  lieu  thereof 
«|22” 

(18)  Firearms,  etc. — Section  3407  is  amended  by 
striking  out  “10  per  centum”  and  inserting  in  lieu  thereof 
“11  per  centum”. 

(19)  Electrical  energy. — Section  3411  is 
amended  by  striking  out  “3  per  centum”  and  inserting 
in  lieu  thereof  “3^  per  centum”. 

(20)  Gasoline. — Section  3412  (a)  is  amended  by 
striking  out  “1  cent”  and  inserting  in  lieu  thereof  “IF 
cents”. 

(21 )  Lubricating  oils. — Section  3413  is  amended 
by  striking  out  “4  cents”  and  inserting  in  lieu  thereof 
“44  cents”. 

(22)  Transportation  of  otl  by  pipe  line. — 
Section  3460  (a)  is  amended  by  striking  out  “4  per 
centum”  and  inserting  in  lieu  thereof  “44  per  centum”. 

(23)  Transfer  of  bonds. — Section  3481  (a)  is 
amended  by  striking  out  “4  cents”  and  inserting  in  lieu 
thereof  “5  cents”. 

(24)  Conveyances. — Section  3482  is  amended  by 
striking  out  “50  cents’’  and  inserting  in  lieu  thereof  “55 
cents”. 

(b)  The  rates  specified  in  subsection  (a)  shall  be 
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applicable  only  with  respect  to  the  period  after  the  date  of  the 
enactment  of  this  Act,  and  the  rates  specified  in  section 
1650  (a),  section  2004,  and  section  3190  of  the  Internal 
Revenue  Code  shall  not  apply  with  respect  to  such  period. 

Part  III — Increases  in  Rates  of  Existing  Excise  Taxes 
SEC.  531.  PLAYING  CARDS. 

Section  1807  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “10  cents”  and  inserting  in  lieu 
thereof  “13  cents”. 

SEC.  532.  SAFE  DEPOSIT  BOXES. 

Section  1850  (a)  of  the  Internal  Revenue  -Code  is 
amended  by  striking  out  “10  per  centum”  and  inserting  in 
lieu  thereof  “20  per  centum”. 

SEC.  533.  DISTILLED  SPIRITS. 

(a)  Rate  on  Distilled  Spirits  and  Brandy. — 

Section  2800  (a)  (l)  of  the  Internal  Revenue  Code  is 

amended  by  striking  out  “at  the  rate  of  $2.25  (and  on 
brandy  at  the  rate  of  $2)”  and  by  inserting  in  lieu  thereof 
“at  the  rate  of  $4  (and  on  brandy  at  the  rate  of  $3.75)”. 

(b)  Rate  on  Imported  Perfumes  Containing 
Alcohol. — Section  2800  (a)  (3)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “$2.25”  and  inserting  in 
lieu  thereof  “$4”. 

(c)  Drawback  on  Distilled  Spirits. — The  third 
paragraph  of  section  2887  of  the  Internal  Revenue  Code  is 
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amended  by  striking  out  “but  shall  not  exceed  a  rate  of  $3 
(or,  in  the  case  of  brandy,  $2.75)”  and  inserting  in  lieu 
thereof  “but  shall  not  exceed  a  rate  of  $4  (or,  in  the  case 
of  brandy,  $3.75) 

(d)  Floor  Stocks  Tax. — Section  2800  of  the  Inter¬ 
nal  Revenue  Code  is  amended  by  inserting  at  the  end  thereof 
the  following  new  subsection: 

“(i)  Floor  Stocks  Tax. — 

“(1)  Upon  all  distilled  spirits  upon  which  the 
internal-revenue  tax  imposed  by  law  has  been  paid,  and 
which  on  the  effective  date  of  Part  III  of  Title  V  of 
the  Revenue  Act  of  1941  are  held  and  intended  for  sale 
or  for  use  in  the  manufacture  or  production  of  any  article 
intended  for  sale,  there  shall  be  levied,  assessed,  collected, 
and  paid  a  floor  stocks  tax  of  $1  on  each  proof-gallon, 
and  a  proportionate  tax  at  a  like  rate  on  all  fractional 
parts  of  such  proof-gallon. 

“(2)  Every  person  required  by  this  subsection  to 
pay  any  floor  stocks  tax  shall,  on  or  before  the  first 
day  of  the  third  month  beginning  after  such  effective 
date,  under  such  regulations  as  the  Commissioner,  with 
the  approval  of  the  Secretary,  shall  prescribe,  make  a 
return  and  pay  such  tax.  Payment  of  the  tax  shown  to 
be  due  may  be  extended  to  a  date  not  later  than  the 
first  day  of  the  tenth  month  beginning  after  such 
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effective  date,  upon  the  filing  of  a  bond  for  payment 
thereof  in  such  form  and  amount  and  with  such  surety 
or  sureties  as  the  Commissioner,  with  the  approval  of 
the  Secretary,  may  prescribe. 

“  (3)  All  provisions  of  law,  including  penalties,  ap¬ 
plicable  in  respect  of  internal-revenue  taxes  on  distilled 
spirits  shall,  insofar  as  applicable  and  not  inconsistent 
with  this  subsection,  be  applicable  in  respect  of  the  floor 
stocks  tax  imposed  hereunder.  For  the  purposes  of  this 
subsection  the  term  ‘distilled  spirits’  shall  include  prod¬ 
ucts  produced  in  such  manner  that  the  person  producing 
them  is  a  rectifier  within  the  meaning  of  section 
3254  (g).” 

SEC.  534.  WINES. 

(a)  Rate  on  Still  Wines.— Section  3030  (a)  (1) 
(A)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “5  cents”  and  inserting  in  lieu  thereof  “8  cents”;  by 
striking  out  “15  cents”  and  inserting  in  lieu  thereof  “24 
cents”;  and  by  striking  out  “25  cents”  and  inserting  in  lieu 
thereof  “50  cents”. 

(b)  Rate  on  Sparkling  Wines,  Liqueurs,  Cor¬ 
dials,  Etc. — Section  3030  (a)  (2)  of  the  Internal  Reve¬ 
nue  Code  is  amended  by  striking  out  “24  cents”  and  inserting 
in  lieu  thereof  “4  cents”;  and  by  striking  out  “14  cents” 
and  inserting  in  lieu  thereof  “24  cents”. 
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(c)  Subchapter  F  of  Chapter  26  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the  following 
new  section : 

“SEC.  3192.  FLOOR  STOCKS  TAX  ON  WINES. 

“  (a)  Floor  Stocks  Tax. — Upon  all  wines  upon  which 
the  internal-revenue  tax  imposed  by  law  has  been  paid, 
and  which  on  the  effective  date  of  Part  111  of  Title  V  of 
the  Revenue  Act  of  1941  are  held  and  intended  for  sale  or 
for  use  in  the  manufacture  or  production  of  an  article  intended 
for  sale,  there  shall  be  levied,  assessed,  collected,  and  paid  a 
floor  stocks  tax  at  rates  equal  to  the  increases  in  rates  of  tax 
(over  the  defense  tax  rates)  made  applicable  to  such  articles 
by  section  534  of  the  Revenue  Act  of  1941. 

“(b)  Returns. — Every  person  required  by  subsection 
(a)  to  pay  any  floor  stocks  tax  shall,  on  or  before  the  first 
day  of  the  third  month  beginning  after  such  effective  date, 
under  such  regulations  as  the  Commissioner,  with  the  ap¬ 
proval  of  the  Secretary,  shall  prescribe,  make  a  return  and 
pay  such  tax.  Payment  of  the  tax  shown  to  be  due  may  be 
extended  to  a  date  not  later  than  the  first  day  of  the  tenth 
month  beginning  after  such  effective  date,  upon  the  filing 
of  a  bond  for  payment  thereof  in  such  form  and  amount 
and  with  such  surety  or  sureties  as  the  Commissioner,  with 
the  approval  of  the  Secretary,  may  prescribe. 

“(c)  Laws  Applicable. — All  provisions  of  law,  in- 
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eluding  penalties,  applicable  in  respect  of  the  taxes  imposed 
by  section  3030  (a)  shall,  insofar  as  applicable  and  not 
inconsistent  with  this  subsection,  be  applicable  with  respect 
to  the  floor  stocks  tax  imposed  by  subsection  (a) .” 

SEC.  535.  TIRES  AND  TUBES. 

(a)  Rate  on  Tires. — Section  3400  (1)  of  the  Internal 
Revenue  Code  is  amended  by  striking  out  “ 2 £  cents”  and 
inserting  in  lieu  thereof  “5  cents”. 

(b)  Rate  on  Tubes. — Section  3400  (2)  of  the  In¬ 
ternal  Revenue  Code  is  amended  by  striking  out  “4  cents” 
and  inserting  in  lieu  thereof  “9  cents”. 

(c)  Floor  Stocks  Tax  on  Tires  and  Inner 
Tubes. — Section  3400  of  the  Internal  Revenue  Code  is 
amended  by  inserting  “(a)  Tax. — ”  before  the  beginning 
thereof  and  by  inserting  at  the  end  thereof  the  following: 

“  (b)  Floor  Stocks  Tax. — Upon  tires  and  inner  tubes 
subject  to  tax  under  subsection  (a)  of  the  type  used  on 
vehicles  subject  to  tax  under  section  3403  (a)  or  (b)  which 
on  the  effective  date  of  Part  III  of  Title  V  of  the  Revenue 
Act  of  1941  are  held  for  sale  by  any  person  there  shall  be 
levied,  assessed,  collected,  and  paid  a  floor  stocks  tax  at  the 
rate  of  2y  cents  per  pound  in  the  case  of  tires  and  44  cents 
per  poimd  in  the  case  of  inner  tubes.  The  tax  shall  apply  to 
tires  and  inner  tubes  held  for  sale  on,  or  in  connection  with, 
or  held  for  use  in  the  manufacture  or  production  of,  articles  the 
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sale  of  which  will  be  subject  to  tax  under  section  3403  (a)  or 
(b) .  The  tax  shall  not  apply  to  tires  and  inner  tubes  held 
for  sale  by  the  manufacturer,  producer,  or  importer  thereof, 
and  to  tires  and  inner  tubes  the  sale  of  which  will  be  subject 
under  the  provisions  of  sections  3444  (a)  (2)  and  3445  to 
the  manufacturers’  tax  on  tires  and  inner  tubes.” 

SEC.  536.  EFFECTIVE  DATE  OF  PART  III. 

The  amendments  made  by  this  Part  shall  be  applicable 
only  with  respect  to  the  period  beginning  with  the  effective 
date  of  this  Part,  and  the  rates  specified  in  section  1850  (a) , 
section  1807  (b) ,  section  2004,  section  2800  (g) ,  and  sec¬ 
tion  3190  of  the  Internal  Revenue  Code  shall  not  apply 
with  respect  to  such  period.  This  Part  shall  take  effect  on 
the  first  day  of  the  first  month  which  begins  more  than  10 
days  after  the  date  of  the  enactment  of  this  Act. 

Part  IV — Changes  in  Basis  of  Computing  Tax  (Rates  In¬ 
creased  in  Certain  Cases) 

SEC.  541.  ADMISSIONS  TAX. 

(a)  Reduction  of  Exemption. — Section  1700  (a) 
(1)  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“  (1)  Rate. — A  tax  of  1  cent  for  each  10  cents  or 
fraction  thereof  of  the  amount  paid  for  admission  to  any 
place,  including  admission  by  season  ticket  or  subscrip¬ 
tion;  except  that  in  case  the  amount  paid  for  admission 
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is  less  than  10  cents,  no  tax  shall  he  imposed.  In  the 
case  of  persons  (except  bona  fide  employees,  municipal 
officers  on  official  business,  children  under  twelve  years 
of  age,  members  of  the  military  or  naval  forces  of  the 
United  States  when  in  uniform,  and  members  of  the 
Civilian  Conservation  Corps  when  in  uniform)  admitted 
free  or  at  reduced  rates  to  any  place  at  any  time  when 
and  under  circumstances  under  which  an  admission 
charge  is  made  to  other  persons,  an  equivalent  tax  shall 
be  collected  based  on  the  price  so  charged  to  such  other 
persons  for  the  same  or  similar  accommodations,  to  be 
paid  by  the  person  so  admitted.  Amounts  paid  for  ad¬ 
mission  by  season  ticket  or  subscription  shall  be  exempt 
only  if  the  amount  which  would  be  charged  to  the  holder 
or  subscriber  for  a  single  admission  is  less  than  10  cents.” 

(b)  Termination  of  Exemptions. — Section  1701  of 
the  Internal  Revenue  Code  (relating  to  exemptions  from 
admissions  tax)  shall  not  apply  with  respect  to  amounts 
paid,  on  or  after  the  effective  date  of  this  Part,  for  admission. 

(c)  Exemption  of  National  Park,  Etc.,  Admis¬ 
sions  Terminated. — The  Interior  Department  Appropria¬ 
tion  Act,  1942,  is  amended  by  striking  out  that  part  thereof 
under  the  heading  “national  park  service”  which  reads 
as  follows : 

“Hereafter  fees  incident  to  admission  to  the  national 
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parks  and  monuments  and  other  areas  in  the  national  park 
system,  charged  and  collected  with  the  approval  of  the 
Secretary  of  the  Interior,  shall  be  exempt  from  all  Federal 
tax  on  admissions.” 

The  Act  entitled  “An  Act  making  appropriations  for 
the  Department  of  the  Interior  for  the  fiscal  year  ending 
June  30,  1936,  and  for  other  purposes”,  approved  May  9, 
1935,  is  amended  by  striking  out  that  part  thereof  under 
the  heading  “national  park  service”  which  reads  as 
follows:  “:  Provided,  That  any  admission  fee  charged  for 
entrance  to  Carlsbad  Caverns  and  any  fee  charged  for  guide 
service  therein,  shall  be  exempt  from  all  taxes  on  admissions”. 
SEC.  542.  CABARET,  ROOF  GARDEN,  ETC.,  TAX. 

(a)  Imposition. — Section  1700  (e)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows : 

“(e)  Tax  on  Cabarets,  Roof  Gardens,  Etc. — 

“  ( 1 )  Rate.-— A  tax  equivalent  to  5  per  centum  of 
all  amounts  paid  for  admission,  refreshment,  service,  and 
merchandise,  at  any  roof  garden,  cabaret,  or  other 
similar  place  furnishing  a  public  performance  for  profit,  if 
any  payment,  or  part  thereof,  for  admission,  refresh¬ 
ment,  service,  or  merchandise,  entitles  the  patron  to  be 
present  during  any  portion  of  such  performance.  No 
tax  shall  be  applicable  under  subsection  (a)  (1)  on  ac- 
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count  of  an  amount  paid  with  respect  to  which  tax  is  im¬ 
posed  under  this  subsection. 

“(2)  By  whom  paid. — The  tax  imposed  under 
paragraph  ( 1 )  shall  be  returned  and  paid  by  the  person 
receiving  such  payments.” 

(b)  Place  of  Payment— Section  1715  (b)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(b)  Place  of  Payment.— The  taxes  collected  under 
subsection  (a),  and  the  taxes  required  to  be  paid  under 
section  1700  (c) ,  (d) ,  or  (e) ,  shall  be  paid  to  the  collector 
of  the  district  in  which  the  principal  office  or  place  of  busi¬ 
ness  is  located.” 

(c)  Retuens. — Section  1716  (a)  of  the  Internal 

Revenue  Code  is  amended  to  read  as  follows : 

“  (a)  Requirement. — Every  person  required  under 
subsection  (a)  of  section  1715  to  collect  the  taxes,  or  re¬ 
quired  under  section  1700  (c),  (d),  or  (e)  to  pay  the 
taxes,  imposed  by  this  chapter  shall  make  returns  under 
oath,  in  duplicate,  in  such  manner  and  containing  such 
information  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  may,  by  regulation,  prescribe.” 

(d)  Section  1700  (c)  (3)  and  section  1700  (d)  (3) 
of  the  Internal  Revenue  Code  are  repealed  as  of  the  effective 
date  of  this  Part. 
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1  •  SEC.  543.  CLUB  DUES. 

2  (a)  Reduction  of  Exemption  and  Defense  Tax 

3  Rate  Made  Permanent. — Section  1710  (a)  (1)  and  (2) 

4  of  the  Internal  Revenue  Code  are  amended  to  read  as 

5  follows : 

6  “  ( 1 )  Dues  oe  membership  fees. — A  tax  equiva- 

7  lent  to  11  per  centum  of  any  amount  paid  as  dues  or 

8  membership  fees  to  any  social,  athletic,  or  sporting  club 

9  or  organization,  if  the  dues  or  fees  of  an  active  resident 

10  annual  member  are  in  excess  of  $10  per  year. 

11  ‘‘(2)  Initiation  fees. — A  tax  equivalent  to  11 

12  per  centum  of  any  amount  paid  as  initiation  fees  to  such 

13  a  club  or  organization,  if  such  fees  amount  to  more  than 

14  $10,  or  if  the  dues  or  membership  fees,  not  including 

15  initiation  fees,  of  an  active  resident  annual  member  are 

16  in  excess  of  $10  per  year.” 

17  (b)  Definition  of  Dues. — Section  1712  (a)  of  the 

18  ial  Revenue  Code  is  amended  to  read  as  follows: 

19  “(a)  Dues. — The  term  ‘dues’  includes  any  assessment, 

20  irrespective  of  the  purpose  for  which  made,  and  any  charges 

21  for  social  privileges  or  facilities,  or  for  golf,  tennis,  polo, 

22  swimming,  or  other  athletic  or  sporting  privileges  or  facili- 

23  ties,  for  any  period  of  more  than  six  days ;  and”. 
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SEC.  544.  AUTOMOBILE,  TRUCK,  BUS,  AND  PARTS  TAX. 

(a)  Increase  of  Hate  and  Classification  of 
Busses. — Section  3403  (a)  and  (b)  of  the  Internal  Reve¬ 
nue  Code  are  amended  to  read  as  follows : 

“  (a)  Automobile  truck  chassis,  automobile  truck 
bodies,  automobile  bus  chassis,  automobile  bus  bodies,  truck 
and  bus  trailer  and  semitrailer  chassis,  truck  and  bus  trailer 
and  semitrailer  bodies,  tractors  of  the  kind  chiefly  used  for 
highway  transportation  in  combination  with  a  trailer  or 
semitrailer  (including  in  each  of  the  above  cases  parts  or 
accessories  therefor  sold  on  or  in  connection  therewith  or 
with  the  sale  thereof) ,  5  per  centum.  A  sale  of  an  auto¬ 
mobile  truck,  bus,  or  truck  or  bus  trailer  or  semitrailer,  shall, 
for  the  purposes  of  this  subsection,  be  considered  to  be  a 
sale  of  the  chassis  and  of  the  body. 

“  (b)  Other  automobile  chassis  and  bodies,  chassis  and 
bodies  for  trailers  or  semitrailers  suitable  for  use  in  connec¬ 
tion  with  passenger  automobiles,  and  motorcycles  (includ¬ 
ing  in  each  case  parts  or  accessories  therefor  sold  on  or  in 
connection  therewith  or  with  the  sale  thereof),  except 
tractors,  7  per  centum.  A  sale  of  an  automobile,  trailer, 
or  semitrailer  shall,  for  the  purposes  of  this  subsection,  be 
considered  to  be  a  sale  of  the  chassis  and  of  the  body.” 

(b)  Increase  in  Rate  on  Parts  and  Exclusion 
of  Radios  From  Automobile  Tax. — The  first  sentence 
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of  section  3403  (c)  of  the  Internal  Bevenue  Code  is  amended 
to  read  as  follows:  “Parts  or  accessories  (other  than  tires 
and  inner  tubes  and  other  than  radios)  for  any  of  the 
articles  enumerated  in  subsection  (a)  or  (b) ,  5  per  centum.” 

(c)  Credits  on  Account  of  Tire  and  Tube  Tax.— 
Section  3403  (e)  of  the  Internal  Bevenue  Code  is  amended 
to  read  as  follows : 

“(e)  If  tires  or  inner  tubes  on  which  tax  has  been 
imposed  under  this  chapter  are  sold  on  or  in  connection 
with,  or  with  the  sale  of,  a  chassis,  body,  or  motor  cycle, 
there  shall  (under  regulations  prescribed  by  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary)  be  credited 
against  the  tax  under  this  section  an  amount  equal  to,  in  the 
case  of  an  article  taxable  under  subsection  (a) ,  5  per  centum, 
and  in  the  case  of  an  article  taxable  under  subsection  (b) , 
7  per  centum — 

“(1)  of  the  purchase  price  (less,  in  the  case  of 
tires,  the  part  of  such  price  attributable  to  the  metal  rim 
or  rim  base)  if  such  tires  or  inner  tubes  were  taxable 
under  section  3400  (relating  to  tax  on  tires  and  inner 
tubes)  ;  or 

“  (2)  if  such  tires  or  inner  tubes  were  taxable  under 
section  3444  (relating  to  use  by  manufacturer,  producer, 
or  importer)  then  of  the  price  (less,  in  the  case  of  tires, 
the  part  of  such  price  attributable  to  the  metal  rim  or  rim 
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base)  at  which  such  or  similar  tires  or  inner  tubes  are 
sold,  in  the  ordinary  course  of  trade,  by  manufacturers, 
producers,  or  importers  thereof,  as  determined  by  the 
Commissioner.  In  lieu  of  the  rates  of  credit  of  5  per 
centum  and  7  per  centum  above  provided,  the  rates, 
respectively,  for  the  following  periods,  shall  be  as  follows: 

“  (A)  With  respect  to  the  period  after  June  30, 

1940,  and  before  the  effective  date  of  the  increase  in 
tax  on  automobiles  made  by  the  Revenue  Act  of 

1941,  24  per  centum  and  3 1-  per  centum;  and 
“(B)  With  respect  to  the  period  before  July  1, 

1940,  2  per  centum  and  3  per  centum.” 

(d)  Credits  on  Termination  of  Tax. — Section  3403 
(f)  of  the  Internal  Revenue  Code  (relating  to  credits  and 
refunds  on  termination  of  automobile  tax)  is  repealed. 

SEC.  545.  RADIOS,  PHONOGRAPHS,  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

Section  3404  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3404.  TAX  ON  RADIO  RECEIVING  SETS,  PHONO¬ 
GRAPHS,  PHONOGRAPH  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

“There  shall  be  imposed  upon  the  following  articles  (in¬ 
cluding  in  each  case,  except  in  the  case  of  musical  instru¬ 
ments,  parts  or  accessories  therefor  sold  on  or  in  connection 
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with  the  sale  thereof)  sold  by  the  manufacturer,  producer,  or 
importer  a  tax  equivalent  to  10  per  centum  of  the  price  for 
which  sold : 

“  (a)  Radio  receiving  sets,  automobile  radio  receiv¬ 
ing  sets,  combination  radio  and  phonograph  sets,  and 
phonographs. 

“(b)  Chassis,  cabinets,  tubes,  reproducing  units, 
power  packs,  antennae  of  the  ‘built-in’  type,  and  phono¬ 
graph  mechanisms,  which  are  suitable  for  use  on  or  in 
connection  with,  or  as  component  parts  of,  any  of  the 
articles  enumerated  in  subsection  (a) ,  whether  or  not 
primarily  adapted  for  such  use. 

“(c)  Phonograph  records. 

“(d)  Musical  instruments.” 

SEC.  546.  MECHANICAL  REFRIGERATORS. 

Section  3405  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“SEC.  3403.  TAX  ON  REFRIGERATORS.  REFRIGERATING  AP¬ 
PARATUS,  AND  AIR-CONDITIONERS. 

“There  shall  be  imposed  on  the  following  articles  (in¬ 
cluding  in  each  case  parts  or  accessories  therefor  sold  on 
or  in  connection  with  the  sale  thereof)  sold  by  the  manu¬ 
facturer,  producer,  or  importer  a  tax  equivalent  to  10  per 
centum  of  the  price  for  which  so  sold: 

“(a)  Refrigerators,  etc. — Refrigerators,  bever- 
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age  coolers,  ice  cream  cabinets,  water  coolers,  food  and 
beverage  display  cases,  food  and  beverage  storage  cabi¬ 
nets,  ice  making  machines,  and  milk  cooler  cabinets, 
each  such  article  having,  or  being  primarily  designed 
for  use  with,  a  mechanical  refrigerating  unit  operated 
by  electricity,  gas,  kerosene,  or  gasoline. 

“(b)  Refrigerating  apparatus. — Compressors, 
condensers,  evaporators,  expansion  units,  absorbers,  and 
controls,  for,  or  suitable  for  use  as  part  of,  or  with,  a 
refrigerating  plant,  refrigerating  system,  refrigerating 
equipment  or  unit,  or  any  of  the  articles  enumerated  in 
subsection  (a). 

“(c)  Air-conditioners. — Self-contained  air-condi¬ 
tioning  units. 

“(d)  Components. — Cabinets,  compressors,  con¬ 
densers,  fans,  blowers,  heating  coils,  cooling  coils,  filters, 
humidifiers,  and  controls,  for,  or  suitable  for  use  as  part 
of,  or  with,  any  of  the  articles  enumerated  in  subsection 

(c).” 

SEC.  547.  MATCHES. 

Section  3409  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3409.  TAX  ON  MATCHES. 

“There  shall  he  imposed  upon  matches  sold  by  the  manu¬ 
facturer,  producer,  or  importer,  a  tax  of  2  cents  per  1,000 
matches,  except  that  in  the  case  of  fancy  wooden  matches 
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and  wooden  matches  having  a  stained,  dyed,  or  colored  stick 
or  stem,  packed  in  boxes  or  in  bulk,  the  tax  shall  be  5-§- 
cents  per  1,000  matches.” 

SEC.  548.  TELEPHONE,  TELEGRAPH,  ETC. 

Section  3465  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“SEC.  3465.  IMPOSITION  AND  RATE  OF  TAX. 

“(a)  There  shall  be  imposed: 

“  (1)  In  the  case  of  each  telegraph,  telephone,  cable 
or  radio  dispatch,  message,  or  conversation  which  origi¬ 
nates  within  the  United  States  for  which  the  charge 
is 'more  than  24  cents,  a  tax  of  5  cents  for  each  50  cents, 
or  fraction  thereof,  of  the  charge.  Only  one  payment 
of  such  tax  shall  be  required  notwithstanding  the  lines 
or  stations  of  one  or  more  persons  are  used  for  the 
transmission  of  such  dispatch,  message,  or  conversation; 
and 

“(2)  A  tax  equivalent  to  5  per  centum  of  the 
amount  paid  for  any  of  the  following  services: 

“(A)  L  eased  wire  or  talking  circuit  special 
service;  or 

“(B)  Wire  and  equipment  services  (including 
teletypewriter  service,  burglar  alarm  service,  news 
ticker  services,  stock  quotation  and  information 
services,  and  all  other  similar  services) . 
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The  tax  shall  apply  under  this  paragraph  whether  or  not 
the  wires  or  services  are  within  a  local  exchange  area. 

“(3)  A  tax  equivalent  to  5  per  centum  of  the 
amount  paid  by  subscribers  for  local  telephone  service 
and  for  any  other  telephone  service  in  respect  of  which 
a  tax  is  not  payable  under  paragraph  ( 1 )  or  ( 2 ) . 
Amounts  paid  for  the  installation  of  instruments,  wires, 
poles,  switchboards,  apparatus,  and  equipment  shall  not 
be  considered  amounts  paid  for  service.  Service  paid  for 
by  inserting  coins  in  coin-operated  telephones  shall  not 
be  subject  to  the  tax  imposed  by  this  paragraph. 

‘‘(b)  This  section  shall  not  apply  to  the  amount  paid 
for  so  much  of  the  service  described  in  paragraph  (2)  of 
subsection  (a)  as  is  utilized  in  the  conduct,  by  a  common 
carrier  or  telephone  or  telegraph  company  or  a  radio  broad¬ 
casting  station  or  network,  of  its  business  as  such.’5 
SEC.  549.  INSTALLMENT,  ETC.,  PAYMENTS. 

Section  3441  (c)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“(c)  (1)  In  the  case  of  (A)  a  lease,  (B)  a  contract 
for  the  sale  of  an  article  wherein  it  is  provided  that  the  price 
shall  be  paid  by  installments  and  title  to  the  article  sold  does 
not  pass  until  a  future  date  notwithstanding  partial  payment 
by  installments,  or  (C)  a  conditional  sale,  there  shall  be  paid 
upon  each  payment  with  respect  to  the  article  that  portion  of 
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the  total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment. 

“  (2)  In  the  application  of  paragraph  (1 )  to  the  articles 
with  respect  to  wliich  the  rate  of  tax  is  increased  by  the  Reve¬ 
nue  Act  of  1941  or  by  the  Revenue  Act  of  1940,  where  the 
lease,  contract  of  sale,  or  conditional  sale,  and  delivery 
thereunder — 

“(A)  was  made  before  July  1,  1940,  the  total  tax 
referred  to  in  paragraph  ( 1 )  shall  be  the  tax  at  the  rate 
in  force  on  June  30,  1940,  and  not  at  any  greater  rate;  or 
“(B)  wTas  made  after  June  30,  1940,  and  before 
July  1,  1941,  the  total  tax  referred  to  in  paragraph  ( 1 ) 
shall  be  the  tax  at  the  rate  in  force  on  June  30,  1941,  and 
not  at  any  greater  rate. 

“(3)  Despite  the  provisions  of  paragraph  (1),  no  tax 
shall  be  imposed  with  respect  to  any  article  not  taxable  under 
the  lawr  in  existence  on  the  day  before  the  date  of  the  enact¬ 
ment  of  the  Revenue  Act  of  1941,  if  with  respect  to  such 
article  the  lease,  contract  for  sale,  or  conditional  sale,  and 
delivery  thereunder,  was  made  before  July  1,  1941.” 

SEC.  550.  EFFECTIVE  DATE  OF  PART  IV. 

(a)  The  amendments  made  by  this  Part  shall  be  ap¬ 
plicable  only  with  respect  to  the  period  beginning  with  the 
effective  date  of  this  Part,  and  the  rates  specified  in  section 
1650  (a),  section  1807  (b),  section  2004,  section  2800 
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(g),  and  section  3190  of  the  Internal  Revenue  Code  shall 
not  apply  with  respect  to  such  period.  This  Part  shall 
take  effect  on  the  first  day  of  the  first  month  which  begins 
more  than  10  days  after  the  date  of  the  enactment  of  this 
Act. 

(b)  Despite  the  provisions  of  subsection  (a),  the  tax 
imposed  by  section  1700  (e)  of  the  Internal  Revenue  Code, 
as  amended  by  section  542  of  this  Act  (relating  to  cabaret, 
etc.,  tax) ,  shall  be  applicable  only  with  respect  to  the  period 
beginning  at  10:00  A.  M.  on  the  effective  date  of  this  Part, 
and  the  tax  imposed  by  such  subsection  as  in  force  prior  to 
its  amendment  by  section  542  of  this  Act,  as  modified  by 
section  1650  (a)  of  the  Internal  Revenue  Code,  shall  be 
applicable  with  respect  to  the  period  before  10:00  A.  M. 
on  such  date. 

(c)  Despite  the  provisions  of  subsection  (a) ,  the  amend¬ 
ment  of  section  3465  (a)  (2)  made  by  section  548  of  this 
Act  (relating  to  tax  on  leased- wire,  etc.,  services)  shall  he 
applicable  only  to  amounts  paid  on  or  after  such  effective 
date  for  services  rendered,  on  or  after  the  effective  date  of 
this  Part,  and  the  provisions  of  such  subsection  before  its 
amendment  by  section  548  shall  be  applicable  with  respect 
to  the  period  before  such  effective  date. 

(d)  Despite  the  provisions  of  subsection  (a),  section 
3465  (a)  (3)  of  the  Internal  Revenue  Code  (relating  to 
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tax  on  telephone  bills) ,  added  to  the  Internal  Revenue  Code 
by  section  548  of  this  Act,  shall  apply  only  to  the  amounts 
paid  in  pursuance  of  hills  rendered,  after  the  expiration  of 
five  days  after  the  effective  date  of  this  Part,  for  services 
for  which  no  previous  hill  was  rendered.  Such  section  3465 
(a)  (3)  shall  not  apply  to  amounts  paid  for  sendees 

otherwise  taxable  under  section  3465  (a)  (1)  which  were 
rendered  before  such  effective  dates;  nor  to  amounts  paid 
for  services  otherwise  taxable  under  section  3465  (a)  (2) 
which  were  rendered  or  paid  for  before  such  effective  date. 

Part  V — New  Excise  Taxes 
SEC.  551.  SOFT  DRINKS. 

Subchapter  A  of  chapter  29  of  the  Internal  Revenue 
Code  is  amended  by  inserting  after  section  3401  the  follow¬ 
ing  new  section: 

“SEC.  3402.  TAX  ON  SOFT  DRINKS. 

“  (a)  Definitions. — As  used  in  this  section — 

“  ( 1 )  The  term  ‘soft  drinks’  means  carbonated  bever¬ 
ages  of  the  kind  commonly  known  as  soft  drinks,  carbo¬ 
nated  liquids  of  the  kind  commonly  known  or  commonly 
used  as  mixers,  sparkling  waters,  and  carbonated  natural 
or  artificial  mineral  waters  if  such  mineral  waters  contain 
not  more  than  60  grains  of  minerals  (dried  at  the  tem¬ 
perature  of  boiling  water)  per  U.  S.  gallon.  xYs  used 
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in  this  paragraph  the  term  ‘carbonated’  includes  both 
natural  and  artificial  carbonation. 

“(2)  The  term  ‘bottler’  means  any  person  who 
places  soft  drinks  in  bottles. 

“  (3 )  The  term  ‘bottle’  means  any  bottle,  can,  keg,  or 
similar  closed  container. 

“(b)  Bottled  Soft  Drinks. — 

“  ( 1 )  Imposition  of  tax. — There  shall  be  im¬ 
posed  on  soft  drinks  in  bottles  sold  by  the  bottler  or  im¬ 
porter,  a  tax  at  the  following  rates : 

“(A)  If  the  bottle  contains  not  more  than  33 
fluid  ounces : 

“If  bottled  or  imported  to  retail  at  not  more 
than  10  cents  per  bottle,  -g-  cent  per  bottle. 

“If  bottled  or  imported  to  retail  at  more 
than  10  cents  and  not  more  than  20  cents  per 
bottle,  -g-  cent  per  bottle. 

“If  bottled  or  imported  to  retail  at  more 
than  20  cents  per  bottle,  \  cent  per  bottle. 
“(B)  If  the  bottle  contains  more  than  33  fluid 
ounces,  6  per  centum  of  the  price  for  which  so  sold. 
“(2)  Detail  prices. — Whenever  in  paragraph 
( 1 )  reference  is  made  to  soft  drinks  bottled  or  imported 
to  retail  at  not  more  than  a  certain  price  per  bottle,  then 
in  determining  the  tax  to  be  paid  regard  shall  be  had  to 
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the  ordinary  retail  price  of  a  single  bottle  in  its  prin¬ 
cipal  market. 

“(c)  Finished  or  Fountain  Syrups. — 

“  ( 1 )  Imposition  of  tax. — There  shall  he  im¬ 
posed  upon  finished  or  fountain  syrups,  of  the  kind  used 
in  manufacturing,  compounding,  or  mixing  soft  drinks, 
sold  or  used  by  the  manufacturer,  producer,  or  importer, 
a  tax  of  6  cents  per  gallon. 

“(2)  Exempt  sales. — No  tax  shall  be  imposed 
under  this  subsection  with  respect  to  the  sale  of  such 
syrups  where  it  is  established  to  the  satisfaction  of  the 
Commissioner  that  such  syrups  are  sold  (A)  to  a  bottler 
for  use  in  the  preparation  of  bottled  soft  drinks,  or  (B)  to 
a.  person,  who  does  not  engage  in  the  preparation  of  soft 
drinks,  for  consumption  by  him  in  some  use  other  than 
the  preparation  of  soft  drinks. 

“(3)  Exempt  uses— No  tax  shall  be  imposed 
under  this  subsection  with  respect  to — 

“(A)  The  use  of  such  syrups  by  the  manu¬ 
facturer,  producer,  or  importer  in  the  preparation  of 
bottled  soft  drinks ;  or 

“(B)  The  consumption  of  such  syrups  by  the 
manufacturer,  producer,  or  importer,  who  is  not 
engaged  in  the  preparation  of  soft  drinks,  in  some 
use  other  than  the  preparation  of  soft  drinks. 
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“(4)  Carbonic  Acid  Gas. — 

“(1)  Imposition  op  tax. — There  shall  be  im¬ 
posed  upon  carbonic  acid  gas  in  gaseous,  liquid,  or  solid 
form,  suitable  for  use  in  the  preparation  of  soft  drinks, 
sold  by  the  manufacturer,  producer,  or  importer,  or  by 
a  dealer  in  such  gas,  to  any  person  who  sells  soft  drinks 
otherwise  than  in  bottles,  a  tax  of  4  cents  per  pound. 

“(2)  Exempt  sales. — No  tax  shall  be  imposed 
under  this  subsection  with  respect  to  the  sale  of  carbonic 
acid  gas  where  it  is  established  to  the  satisfaction  of  the 
Commissioner  that — 

“(A)  Such  gas  is  sold  for  use  by  the  vendee 
in  the  preparation  of  bottled  soft  drinks,  or  for  con¬ 
sumption  by  him  in  some  use  other  than  the  prepa¬ 
ration  of  soft  drinks ;  or 

“(B)  Such  gas  is  sold  for  resale  by  the  vendee 
in  the  course  of  his  regular  business  as  a  dealer 
in  carbonic  acid  gas,  if  such  gas  is  in  due  course  so 
resold. 

“(e)  Inapplicability  of  Provisions. — The  provi¬ 
sions  of  section  3442  (1)  and  (2),  section  3443  (a)  (1), 
and  section  3444,  shall  not  be  applicable  to  the  taxes  imposed 
by  this  section. 

“(f)  Effective  Date. — This  section  shall  take  effect 
on  the  effective  date  of  Part  V  of  Title  V  of  the  Revenue 


Act  of  1941.” 
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SEC.  552.  NEW  MANUFACTURERS’  EXCISE  TAXES. 

Subchapter  A  of  Chapter  29  of  the  Internal  Bevenue 
Code  is  amended  by  inserting  after  section  3405  the  follow¬ 
ing  new  section : 

“SEC.  3406.  EXCISE  TAXES  IMPOSED  BY  THE  REVENUE 
ACT  OF  1941. 

“  (a)  Imposition. — There  shall  be  imposed  on  the 
following  articles,  sold  by  the  manufacturer,  producer,  or 
importer,  a  tax  equivalent  to  the  rate,  on  the  price  for  which 
sold,  set  forth  in  the  following  paragraphs  (including  in  each 
case  parts  or  accessories  of  such  articles  sold  on  or  in  con¬ 
nection  therewith,  or  with  the  sale  thereof)  : 

“  ( 1 )  Sporting  goods. — Badminton  nets ;  badmin¬ 
ton  rackets  (measuring  22  inches  over-all  or  more  in 
length)  ;  badminton  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  badminton  racket 
string;  badminton  shuttlecocks,  badminton  standards; 
baseballs;  baseball  bats  (measuring  26  inches  or  more  in 
length )  ;  baseball  body  protectors  and  shin  guards ;  base¬ 
ball  gloves  and  mitts ;  baseball  masks ;  basketballs ;  billiard 
and  pool  tables  (measuring  45  inches  over-all  or  more  in 
length)  ;  billiard  and  pool  balls  and  cues  for  such  tables; 
bowling  balls  and  pins;  boxing  gloves,  masks,  head 
guards,  and  ear  guards;  clay  pigeons;  cricket  balls; 
cricket  bats;  croquet  balls  and  mallets;  curling  stones; 
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deck  tennis  rings,  nets,  and  posts;  fencing  equipment; 
fishing  rods,  creels,  reels,  and  artificial  lures,  baits,  and 
flies;  footballs;  football  harness;  football  helmets;  golf 
bags  (measuring  26  inches  or  more  in  length)  ;  golf 
balls;  golf  clubs  (measuring  30  inches  or  more  in 
length)  ;  gymnasium  equipment  and  apparatus;  hockey 
halls;  hockey  pucks;  hockey  sticks  (measuring  30  inches 
or  more  in  length)  ;  indoor  baseballs;  indoor  baseball  bats 
(measuring  26  inches  or  more  in  length)  ;  indoor  baseball 
gloves  and  mitts;  lacrosse  balls;  lacrosse  sticks;  mass 
balls;  polo  balls;  polo  mallets;  push  balls;  skates;  skis; 
ski  poles;  snow  shoes;  snow  toboggans  and  sleds;  soccer 
balls;  softball  balls;  softball  bats  (measuring  26  inches 
or  more  in  length)  ;  softball  gloves  and  mitts;  squash 
balls;  squash  rackets  (measuring  22  inches  over-all  or 
more  in  length)  ;  squash  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  squash  racket  string; 
tennis  ) tails;  table  tennis  tables,  balls,  nets,  and  paddles; 
tennis  nets;  tennis  rackets  (measuring  22  inches  over-all 
or  more  in  length)  ;  tennis  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  tennis  racket  string; 
track  hurdles;  traps  for  throwing  clay  pigeons;  vaulting 
poles,  cross  bars,  and  standards;  volley  balls,  nets,  and 
standards ;  water  polo  halls  and  goals ;  and  wrestling  head 
harness;  10  per  centum. 
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“  ( 2 )  Luggage. — Trunks,  valises,  traveling  bags, 
suitcases,  hat  boxes  for  use  by  travelers,  fitted  toilet 
cases  (not  including  contents),  and  other  traveler’s 
luggage,  and  leather  and  imitation  leather  brief  cases,  10 
per  centum. 

“(3)  Electric  appliances. — Electric  direct 
motor-driven  fans  and  air  circulators;  electric  storage 
water  heaters;  electric  flat  irons;  electric  air  heaters  (not 
including  furnaces)  ;  electric  immersion  heaters;  electric 
heating  pads  and  blankets;  electric  appliances  of  the 
type  used  for  cooking,  warming,  or  keeping  warm  food 
or  beverages  for  consumption  on  the  premises;  electric 
mixers,  whippers,  and  juicers;  and  household  type  elec¬ 
tric  vacuum  cleaners;  10  per  centum. 

‘‘(4)  Photographic  apparatus. — Cameras  and 
lenses;  unexposed  photographic  films  (including  motion 
picture  films  but  not  including  X-Ray  film ) ,  photo¬ 
graphic  plates  and  sensitized  paper;  photographic  ap¬ 
paratus  and  equipment ;  and  any  apparatus  or  equipment 
designed  especially  for  use  in  the  taking  of  photographs 
or  motion  pictures  or  in  the  developing,  printing,  or 
enlarging  of  photographs  or  motion  picture  films;  10 
per  centum. 

“(5)  Electric  signs.— Xeon-tube  signs,  electric 
signs,  and  electric  advertising  devices,  10  per  centum. 
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“(6)  Business  and  store  machines. — Adding 
machines,  addressing  machines,  autographic  registers, 
hank  proof  machines,  billing  machines,  bookkeeping 
machines,  calcnlating  machines,  card  punching  machines, 
cash  registers,  change  making  machines,  check  writing 
machines,  check  signing  machines,  check  cancelling 
machines,  check  perforating  machines,  check  cutting 
machines,  check  dating  machines,  other  check  protector 
machine  devices,  comptometers,  computing  machines, 
coin  counters,  dictographs,  dictaphones,  dictaphone  rec¬ 
ord  shaving  machines,  dictating  machines,  duplicating 
machines,  embossing  machines,  envelope  opening  ma¬ 
chines,  erasing  machines,  folding  machines,  fanfold  ma¬ 
chines,  fare  registers,  fare  boxes,  listing  machines, 
line-a-time  and  similar  machines,  mailing  machines, 
multigraph  machines,  multigraph  typesetting  machines, 
multigraph  type  justifying  machines,  numbering  ma¬ 
chines,  portable  paper  fastening  machines,  pay  roll 
machines,  pencil  sharpeners,  postal  permit  mailing  ma¬ 
chines,  punch  card  machines,  sorting  machines,  stencil 
cutting  machines,  shorthand  writing  machines,  sealing 
machines,  tabulating  machines,  ticket  counting  machines, 
ticket  issuing  machines,  typewriters,  transcribing  ma¬ 
chines,  time  recording  devices,  and  combinations  of  any 
of  the  foregoing,  10  per  centum. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


75 


“  (7)  Rubber  articles. — Articles  of  which  rubber 
is  the  component  material  of  chief  weight,  10  per  centum. 
The  tax  imposed  under  this  paragraph  shall  not  he 
applicable  to  footwear,  articles  designed  especially  for 
hospital  or  surgical  use,  or  articles  taxable  under  any 
other  provision  of  this  Chapter. 

“(8)  Washing  machines. — Washing  machines 
of  the  kind  used  in  commercial  laundries,  10  per  centum. 
ISTo  tax  shall  be  imposed  under  this  paragraph  on  washing 
machines  of  the  household  type. 

“  (9)  Optical  equipment. — Refractometers ;  spec¬ 
trometers  ;  spectroscopes ;  colorimeters ;  polariscopes ; 
optical  measuring  instruments;  telescopic  sights;  projec¬ 
tion  lenses  and  prisms;  optical  machinery;  microscopes; 
telescopes;  photo-micro  and  micro-projection  apparatus; 
fire  control  optical  instruments;  and  searchlight  mirrors 
and  reflectors;  10  per  centum. 

“(b)  Exemption  if  Article  Taxable  as  Jew¬ 
elry. — Ao  tax  shall  be  imposed  under  this  section  on  any 
article  taxable  under  section  2400  (relating  to  jewelry  tax) . 

“(c)  Effective  Date.— This  section  shall  take  effect 
on  the  effective  date  of  Part  V  of  Title  V  of  the  Revenue 
Act  of  1941.” 

SEC.  553.  NEW  RETAILERS’  EXCISE  TAXES. 

(a)  Imposition  of  Tax.— The  Internal  Revenue  Code 
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is  amended  by  adding  after  Chapter  18  the  following  new 
chapter : 

“CHAPTER  19— RETAILERS’  EXCISE  TAXES 

“SEC.  2400.  TAX  ON  JEWELRY,  ETC. 

“There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the  price 
for  which  so  sold:  All  articles  commonly  or  commercially 
known  as  jewelry,  whether  real  or  imitation ;  pearls,  precious 
and  semi-precious  stones,  and  imitations  thereof;  articles  made 
of,  or  ornamented,  mounted  or  fitted  with,  precious  metals 
or  imitations  thereof;  watches  and  clocks  and  cases  and 
movements  therefor;  gold,  gold-plated,  silver,  silver-plated  or 
sterling  flatware  or  hollow  ware;  opera  glasses;  lorgnettes; 
marine  glasses;  field  glasses;  and  binoculars.  The  tax  im¬ 
posed  by  this  section  shall  not  apply  to  any  article  used  for 
religious  purposes,  to  surgical  instruments,  or  to  frames  or 
mountings  for  spectacles  or  eyeglasses. 

“SEC.  2401.  TAX  ON  FURS. 

“There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the 
price  for  which  so  sold:  Articles  made  of  fur  on  the  hide 
or  pelt,  and  articles  of  which  such  fur  is  the  component  ma¬ 
terial  of  chief  value. 

“SEC.  2402.  TAX  ON  TOILET  PREPARATIONS. 

“  (a)  Tax. — There  is  hereby  imposed  upon  the  follow¬ 
ing  articles  sold  at  retail  a  tax  equivalent  to  10  per  centum 
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of  the  price  for  which  so  sold:  Perfumes,  essences,  extracts, 
toilet  waters,  cosmetics,  petroleum  jellies,  hair  oils,  pomades, 
hair  dressings,  hair  restoratives,  hair  dyes,  aromatic  cachous, 
toilet  powders,  and  any  similar  substance,  article,  or  prepara¬ 
tion,  by  whatsoever  name  known  or  distinguished;  any  of 
the  above  which  are  used  or  applied  or  intended  to  be  used 
or  applied  for  toilet  purposes. 

“(b)  Beauty  Paeloes,  Etc. — For  the  purposes  of 
subsection  (a),  if  any  person  operating  a  barber  shop, 
beauty  parlor,  or  similar  establishment,  uses  any  article 
described  in  subsection  (a)  in  the  treatment  of  any  cus¬ 
tomer  or  patron,  the  total  amount  so  used  during  any  month 
shall  be  considered  as  sold  at  retail  by  such  person  during 
such  month,  and  the  fair  retail  price  of  such  amount,  as 
determined  by  the  Commissioner,  shall  be  considered  to  be 
the  price  at  which  so  sold. 

“SEC.  2403.  RETURN  AND  PAYMENT  OF  RETAILERS’  EX¬ 
CISE  TAXES. 

“(a)  Every  person  who  sells  at  retail  any  article  tax¬ 
able  under  this  chapter  shall  make  monthly  returns  under 
oath  in  duplicate  and  pay  the  taxes  imposed  by  this  chapter 
to  the  collector  for  the  district  in  which  is  located  his  principal 
place  of  business  or,  if  he  has  no  principal  place  of  business 
in  the  United  States,  then  to  the  collector  at  Baltimore,  Mary¬ 
land.  Such  returns  shall  contain  such  information  and  he 
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made  at  such  times  and  in  such  manner  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may  by  regulations  pre¬ 
scribe. 

“  (b)  The  tax  shall,  without  assessment  by  the  Commis¬ 
sioner  or  notice  from  the  collector,  he  due  and  payable  to  the 
collector  at  the  time  so  fixed  for  filing  the  return.  If  the 
tax  is  not  paid  when  due,  there  shall  be  added  as  part  of 
the  tax  interest  at  the  rate  of  6  per  centum  per  annum  from 
the  time  when  the  tax  became  due  until  paid. 

“SEC.  2404.  DEFINITION  OF  SALE. 

“For  the  purposes  of  this  chapter,  the  lease  of  an  article 
shall  be  considered  the  sale  of  such  article. 

“SEC.  2405.  LEASES,  CONDITIONAL  SALES,  ETC. 

“In  the  case  of  (a)  a  lease,  (b)  a  contract  for  the  sale 
of  an  article  wherein  it  is  provided  that  the  price  shall  be 
paid  by  installments  and  title  to  the  article  sold  does  not  pass 
until  a  future  date  notwithstanding  partial  payment  by  in¬ 
stallments,  or  (c)  a  conditional  sale,  there  shall  be  paid  upon 
each  payment  with  respect  to  the  article  that  portion  of  the 
total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment.  Ko  tax 
shall  be  imposed  under  this  chapter  on  the  sale  of  any  article 
taxable  under  section  2400  or  section  2401  if  with  respect 
to  such  article  the  lease,  contract  for  sale,  or  conditional  sale 
was  made,  delivery  thereunder  was  made,  and  a  part  of  the 
consideration  was  paid,  before  July  1,  1941. 
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“SEC.  2406.  TAX-FREE  SALES. 

“Under  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  no  tax  under  this  chapter 
shall  be  imposed  with  respect  to  the  sale  of  any  article — 
“  (a)  for  the  exclusive  use  of  the  United  States,  any 
State,  Territory  of  the  United  States,  or  any  political 
subdivision  of  the  foregoing,  or  the  District  of  Columbia ; 

“(b)  for  export,  or  for  shipment  to  a  possession  of 
the  United  States,  and  in  due  course  so  exported  or 
shipped. 

“SEC.  2407.  CREDITS  AND  REFUNDS. 

“(a)  A  credit  against  tax  under  this  chapter,  or  a  re¬ 
fund,  may  be  allowed  with  respect  to  an  article,  when  the 
price  on  which  the  tax  was  based  is  readjusted  by  reason  of 
return  or  repossession  of  the  article,  or  by  a  bona  fide  dis¬ 
count,  rebate,  or  allowance,  in  the  amount  of  that  part  of 
the  tax  proportionate  to  the  part  of  the  price  which  is  re¬ 
funded  or  credited. 

“(1>)  No  overpayment  of  tax  under  this  chapter  shall  be 
credited  or  refunded,  in  pursuance  of  a  court  decision  or  other¬ 
wise,  unless  the  person  who  paid  the  tax  establishes,  in  ac¬ 
cordance  with  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  ( 1 )  that  he  has  not  in¬ 
cluded  the  tax  in  the  price  of  the  article  with  respect  to  which 
it  was  imposed,  or  collected  the  amount  of  tax  from  the  pur- 
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chaser,  or  (2)  that  he  has  repaid  the  amount  of  the  tax  to  the 
purchaser  of  the  article,  or  unless  he  files  with  the  Commis¬ 
sioner  written  consent  of  such  purchaser  to  the  allowance  of 
the  credit  or  refund. 

“SEC.  2408.  APPLICABILITY  OF  ADMINISTRATIVE  PROVI¬ 
SIONS. 

“All  provisions  of  law  (including  penalties)  applicable 
in  respect  of  the  taxes  imposed  by  section  2700  shall,  insofar 
as  applicable  and  not  inconsistent  with  this  chapter,  be  ap¬ 
plicable  in  respect  of  the  taxes  imposed  by  this  chapter. 
“SEC.  2409.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  prescribe  and  publish  all  needful  rules  and  regulations 
for  the  enforcement  of  this  chapter. 

“SEC.  2410.  EFFECTIVE  DATE. 

“This  chapter  shall  he  effective  on  and  after  the  effective 
date  of  Part  V  of  Title  V  of  the  Kevenue  Act  of  1941.” 

(b)  Termination  of  Manufacturers’  Thus  on 
Toilet  Preparations. — The  tax  imposed  by  section  3401 
of  the  Internal  Revenue  Code  shall  not  apply  to  articles 
sold  on  or  after  the  effective  date  of  this  Part. 

SEC.  554.  TRANSPORTATION  OF  PERSONS,  ETC. 

(a)  The  heading  of  Subchapter  C  is  amended  to  read  as 
follows:  “SURCHAPTER  D— ADMINISTRATIVE  PRO¬ 


VISIONS”. 
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(b)  Chapter  30  of  the  Internal  Revenue  Code  is  amended 
by  inserting  after  section  3468  the  following  new  subchapter: 
“SUBCHAPTER  C— TRANSPORTATION  OF  PERSONS 
“SEC.  3469.  TAX  ON  TRANSPORTATION  OF  PERSONS,  ETC. 

“(a)  Transportation. — There  shall  be  imposed  upon 
the  amount  paid  within  the  United  States,  on  or  after  the 
effective  date  of  Part  V  of  Title  V  of  the  Revenue  Act  of 
1941,  for  the  transportation,  on  or  after  such  effective  date, 
of  persons  by  rail,  motor  vehicle,  water,  or  air,  within  or 
without  the  United  States,  a  tax  equal  to  5  per  centum  of 
the  amount  so  paid.  Such  tax  shall  apply  to  transportation 
by  motor  vehicles  having  a  passenger  seating  capacity  of 
less  than  10  adult  passengers,  including  the  driver,  only  when 
such  vehicle  is  operated  on  an  established  line. 

“(b)  Exemption  of  Certain  Trips. — The  tax  im¬ 
posed  by  subsection  (a)  shall  not  apply  to  amounts  paid  for 
transportation  which  do  not  exceed  35  cents,  to  amounts 
paid  for  commutation  or  season  tickets  for  single  trips  of  less 
than  thirty  miles,  or  to  amounts  paid  for  commutation  tickets 
for  one  month  or  less. 

“(c)  Seats,  Berths,  Etc— There  shall  be  imposed 
upon  the  amount  paid  within  the  United  States  for  seating 
or  sleeping  accommodations  in  connection  with  transporta¬ 
tion  with  respect  to  which  a  tax  is  imposed  by  subsection 
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(a)  a  tax  equivalent  to  5  per  centum  of  the  amount  so 
paid. 

“(d)  Returns  and  Payment. — The  taxes  imposed  by 
this  section  shall  he  paid  by  the  person  making  the  payment 
subject  to  the  tax.  Each  person  receiving  any  payment 
specified  in  subsection  (a)  or  (c)  shall  collect  the  amount 
of  the  tax  imposed  from  the  person  making  such  payment, 
and  shall,  on  or  before  the  last  day  of  each  month,  make  a 
return,  under  oath,  for  the  preceding  month,  and  pay  the  taxes 
so  collected  to  the  collector  in  the  district  in  which  his  prin¬ 
cipal  place  of  business  is  located,  or  if  he  has  no  principal 
place  of  business  in  the  United  States,  to  the  collector  at 
Baltimore,  Maryland.  Such  returns  shall  contain  such  in¬ 
formation  and  be  made  in  such  manner  as  the  Commissioner 
with  the  approval  of  the  Secretary  may  by  regulations 
prescribe. 

“(c)  Extensions  of  Time. — The  Commissioner  may 
extend  the  time  for  making  returns  and  paying  the  taxes  col¬ 
lected,  under  such  rules  and  regulations  as  he  shall  prescribe 
with  the  approval  of  the  Secretary,  but  no  such  extension 
shall  be  for  more  than  ninety  days. 

“(f)  Governmental  Exemption. — The  tax  imposed 
by  this  section  shall  not  apply  to  the  payment  for  transporta¬ 
tion  or  facilities  furnished  to  the  United  States,  or  to  any 
State  or  Territory,  or  political  subdivision  thereof,  or  the 
District  of  Columbia.” 
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(c)  Stamp  Tax  ox  Passage  Tickets  Xot  to 
Apply. — Xo  tax  shall  be  imposed  under  Chapter  11  of  the 
Internal  Revenue  Code  on  a  ticket  sold  or  issued  for  passage 
the  amount  paid  for  which  is  taxable  under  section  34G9  of 
the  Internal  Revenue  Code. 

(d)  Technical  Amendments. — 

(1)  Section  55  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “subchapters  A  and  B 
of’. 

(2)  Section  3471  (a)  and  (c)  are  amended  by  in¬ 
serting  after  “subchapter  B“  wherever  occurring  therein 
“or  subchapter  C”. 

(3)  Section  3472  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “of  subchapters  A  and  B”. 

SEC.  555.  COIN-QPER  4TED  AMUSEMENT  AND  GAMING  DE¬ 
VICES. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part : 

“Part  IX — Coin-Operated  Amusement  and  Gaming  Devices 
“SEC.  3267.  TAX  ON  COIN-OPERATED  AMUSEMENT  AND 
GAMING  DEVICES. 

“  (a)  Rate. — Every  person  who  maintains  for  use  or  per¬ 
mits  the  use  of,  on  any  place  or  premises  occupied  by  him,  a 
coin-operated  amusement  or  gaming  device  shall  pay  a  special 
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tax  of  $25  per  year  in  respect  of  such  device,  and  shall  pay  an 
additional  special  tax  of  $25  per  year  for  each  additional 
such  device  so  maintained  or  the  use  of  which  is  so  permitted. 
If  one  such  device  is  replaced  by  another,  such  other  device 
shall  not  be  considered  an  additional  device. 

“  (b)  Definition— As  used  in  this  Part,  the  term  ‘coin- 
operated  amusement  and  gaming  devices’  means  ( 1 )  so-called 
‘pin-hall’  and  other  similar  amusement  machines,  operated  by 
means  of  the  insertion  of  a  coin,  token,  or  similar  object, 
and  (2)  so-called  ‘slot’  machines  which  operate  by  means 
of  insertion  of  a  coin,  token,  or  similar  object  and  which,  by 
application  of  the  element  of  chance,  may  deliver,  or  entitle 
the  person  playing  or  operating  the  machine  to  receive,  cash, 
premiums,  merchandise,  or  tokens.  The  term  does  not  in¬ 
clude  bona  fide  vending  machines  in  which  are  not  incor¬ 
porated  gaming  or  amusement  features. 

“(c)  Applicability  of  Administrative  Provi¬ 
sions. — An  operator  of  a  place  or  premises  who  maintains  for 
use  or  permits  the  use  of  any  coin-operated  device  shall  be 
considered,  for  the  purposes  of  Subchapter  B,  to  be  engaged 
in  a  trade  or  business  in  respect  of  each  such  device. 

“(d)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  pajTtble  under 
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this  Part  for  any  period  prior  to  the  effective  date  of  Part  V 
of  Title  V  of  the  Revenue  Act  of  1941.” 

SEC.  555.  BOWLING  ALLEYS,  ETC. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part: 

“Part  X — Bowling  Alleys,  and  Billiard  and  Pool  Tables 
“SEC.  3268.  TAX  ON  BOWLING  ALLEYS,  AND  BILLIARD 
AND  POOL  TABLES. 

“  (a)  Rate. — Every  person  who  operates  a  howling 
alley,  billiard  room,  or  pool  room  shall  pay  a  special  tax  of 
$15  per  year  for  each  bowling  alley,  billiard  table,  or  pool 
table.  Every  building  or  place  where  bowls  are  thrown  or 
where  games  of  billiards  or  pool  are  played,  except  in  private 
homes,  shall  be  regarded  as  a  bowling  alley,  billiard  room,  or 
pool  room,  respectively. 

“(b)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part 
V  of  Title  V  of  the  Revenue  Act  of  1941.” 

SEC.  557.  OUTDOOR  ADVERTISING. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  follow¬ 
ing  new  Part : 
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“Part  XI — Outdoor  Advertising 
“SEC.  3269.  TAX  ON  OUTDOOR  ADVERTISING. 

“  (a)  Tax. — Every  person  who  engages  in  business  as 
a  lessor  of  billboards  for  outdoor  advertising  shall  pay  with 
respect  to  each  billboard  maintained  or  controlled  by  him 

for  use  in  such  business  a  special  tax  at  the  following  rates: 

“Tax  Classification 

“For  each  billboard  having  an  advertising  space  area  of:  Per  Annum 

“(1)  Not  more  than  300  square  feet _ $5.00 

“(2)  More  than  300  and  not  more  than  600  square  feet _  8.  00 

“(3)  More  than  600  square  feet _ 11.00 

“(b)  Additional  Billboards. — Where  a  person  has 
paid  the  special  tax  with  respect  to  each  of  a  number  of 
billboards  of  the  same  tax  classification  and  thereafter  dis¬ 
continues  the  maintenance  or  control  of  one  or  more,  and 
also  assumes  the  maintenance  or  control  of  additional  bill¬ 
boards  of  the  same  tax  classification,  he  shall  pay  special 
tax  only  with  respect  to  so  many  of  such  additional  bill¬ 
boards  as  exceed  the  number  with  respect  to  which  he  has 
already  paid  special  tax. 

“  (c)  Definitions. — As  used  in  this  section — ■ 

“  (1)  The  term  ‘billboard’  means  any  outdoor  struc¬ 
ture  or  device  primarily  designed  for  the  display  of  ad¬ 
vertising  matter,  and  includes  so-called  ‘sign  space’  on  the 
exterior  of  a  building  the  use  of  which  is  controlled  by 
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a  person  engaged  in  business  as  lessor  of  billboards  for 
outdoor  advertising. 

“  (2)  The  term  ‘lessor’  means  any  person  who  main¬ 
tains  or  controls  the  use  of  billboards  and,  for  compensa¬ 
tion,  displays  advertising  matter  thereon  for  another  per¬ 
son  or  permits  the  display  of  advertising  matter  thereon 
by  another  person. 

“(d)  Penalties. — Any  person  liable  for  the  special 
tax  under  this  section  with  respect  to  any  billboard  main¬ 
tained  or  controlled  by  him  who  fails  to  pay  such  tax,  besides 
being  liable  for  the  payment  of  the  tax,  shall  be  fined  not 
more  than  $50  for  each  offense. 

“(e)  Other  Laws  Applicable. — All  administrative 
and  penalty  provisions  of  subchapters  A,  B,  and  C  of  Chapter 
11,  insofar  as  applicable,  shall  apply  to  the  special  tax  im¬ 
posed  by  subsection  (a)  and  to  the  persons  upon  whom  im¬ 
posed. 

“(f)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part  V 
of  Title  V  of  the  Revenue  Act  of  1941.” 
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SEC.  558.  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

The  Internal  Revenue  Code  is  amended  by  inserting 
after  Chapter  33  the  following  new  chapter: 

“CHAPTER  33A— USE  OF  MOTOR  VEHICLES  AND 

BOATS 

“SEC.  3540.  TAX  ON  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

“(a)  Imposition  of  Tax. — There  shall  be  imposed 
upon  the  use  of  motor  vehicles  and  boats  a  tax,  with  respect 
to  each  year  in  which  such  use  occurs,  at  the  following 
rates : 

“  ( 1 )  Motor  vehicles — $5. 

“(2)  Boats. — 

“Over-all  length  16  feet  or  over  but  not  over 
28  feet,  $5. 

“Over-all  length  over  28  feet  but  not  over  50 
feet,  $10. 

“Over-all  length  over  50  feet  but  not  over  100 
feet,  $40. 

“Over-all  length  over  100  feet  but  not  over  150 
feet,  $100. 

“Over-all  length  over  150  feet  but  not  over  200 
feet,  $150. 

“Over-all  length  over  200  feet,  $200, 

Such  tax,  in  the  case  of  a  motor  vehicle,  shall  be  paid  by  the 
person  in  whose  name  the  motor  vehicle  is,  or  is  required  to 
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be,  registered  under  the  law  of  the  State,  Territory,  or  the 
District  of  Columbia  in  which  such  motor  vehicle  is,  or  is 
required  to  he,  registered.  Such  tax,  in  the  case  of  a  boat, 
shall  he  paid  by  the  owner  of  the  boat.  The  tax  imposed  by 
this  section  shall  not  apply  to  any  use  before  February  1, 
1942,  and  use  before  such  date  shall  not  be  considered  to  be 
use  within  the  meaning  of  this  section. 

“(b)  Definitions. — For  the  purposes  of  this  section — 

“  ( 1 )  The  term  ‘year’  means  the  year  beginning 
July  1. 

“  (2)  The  term  ‘motor  vehicle’  means  all  motor  ve¬ 
hicles  of  the  kind  chiefly  used  for  highway  transportation. 

“(3)  The  term  ‘boat’  means  all  boats  propelled  by 
machinery,  sail,  or  both,  measuring  16  feet  or  more  in 
over-all  length,  owned  by  a  citizen  or  resident  of  the 
United  States.  Such  term  does  not  include  boats  used 
exclusively  for  trade,  or  commercial  fishing,  or  boats 
used  without  profit  by  any  benevolent,  charitable,  or  reli¬ 
gious  organization  exclusively  for  furnishing  aid,  com¬ 
fort,  or  relief  to  seamen. 

“  (4)  The  term  ‘use’  in  the  case  of  the  use  of  a 
motor  vehicle  means  use  on  the  public  highways. 

“(c)  Probation  of  Tax. — If  in  any  year  the  first  use 
of  the  motor  vehicle  or  boat  is  after  July  31  the  tax  shall  be 
reckoned  proportionately  from  the  first  day  of  the  month  in 
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which  such  use  occurs  to  and  including  the  30th  day  of 
June  following. 

“(d)  One  Payment  Pee  Year. — If  the  tax  imposed 
hv  this  section  is  paid  with  respect  to  any  motor  vehicle  or 
boat  for  any  year  no  further  tax  shall  he  imposed  for  such 
year  with  respect  to  such  motor  vehicle  or  boat. 

“(e)  Evidence  of  Tax  Payment. — The  payment  of 
the  tax  imposed  by  this  section  shall  be  evidenced  by  such 
suitable  stamp,  sticker,  or  tag  of  such  form,  which  shall  be 
affixed  to  the  motor  vehicle  or  boat  in  such  manner,  as  the 
Commissioner,  with  the  approval  of  the  Secretary,  may  by 
regulations  prescribe. 

“(f)  Manneb  of  Collection. — The  place,  time,  and 
manner  of  making  payment  of  the  tax,  and  of  furnishing  such 
stamp,  sticker,  or  tag  shall  be  such  as  may  be  provided  in 
regulations  prescribed  by  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary. 

“(g)  COOPEEATION  OF  POST  OFFICE  DeFAETMENT.— - 
The  Commissioner  shall  furnish  to  the  Postmaster  General 
without  prepayment  a  suitable  quantity  of  stamps,  stickers, 
or  tags  to  be  distributed  to  and  kept  on  sale  by 
postmasters  in  the  United  States.  The  Postmaster  General 
may  require  each  such  postmaster  to  give  additional  or  in¬ 
creased  bond  as  postmaster  for  the  value  of  the  stamps, 
stickers,  or  tags  furnished  to  him,  and  each  such  postmaster 
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shall  deposit  the  receipts  from  the  sale  of  such  stamps, 
stickers,  or  tags  to  the  credit  of  and  render  accounts  to  the 
Postmaster  General  at  such  times  and  in  such  form  as  he  may 
regulations  prescribe.  The  Postmaster  General  shall  at 
least  once  monthly  transfer  all  collections  from  this  source  to 
the  Treasury  as  internal-revenue  collections.  The  Postmaster 
General  is  authorized  to  cooperate  to  the  fullest  extent  pos¬ 
sible  with  the  Commissioner  in  the  sale  of  such  stamps,  stick¬ 
ers,  or  tags  and  in  forwarding  to  the  Commissioner  or  to  the 
collector  of  internal  revenue  such  blanks  or  forms  as  the  Com¬ 
missioner  may  determine  necessary  to  the  collection  of  the 
tax. 

“(h)  Sale  of  Stamps  by  Private  Persons. — If  the 
Commissioner  provides  for  the  sale  of  stamps,  stickers,  or  tags 
by  persons  not  officers  or  employees  of  the  United  States  he 
may  require  bond,  with  sufficient  sureties,  in  a  sum  to  be 
fixed  by  the  Commissioner,  conditioned  for  the  faithful 
return,  whenever  required,  of  all  quantities  or  amounts 
undisposed  of,  and  for  the  payment  for,  all  quantities  or 
amounts  sold  or  not  remaining  on  hand.  The  Commissioner, 
with  the  approval  of  the  Secretary,  may  from  time  to  time 
make  such  regulations  as  he  may  find  necessary  to  insure  the 
safekeeping  or  prevention  of  illegal  use  of  all  such  stamps, 
stickers,  or  tags. 

“(i)  Penalties  for  Unlawful  Use. — Any  person 
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liable  for  the  tax  under  this  section  who  uses  or  permits  the 
use  of  the  motor  vehicle  or  boat  before  tax  has  been  paid  shall 
be  guilty  of  a  misdemeanor  and  upon  conviction  thereof  shall 
be  fined  not  more  than  $25  or  imprisoned  for  not  more  than 
30  days,  or  both.  Any  person  who  uses  or  operates  a 
motor  vehicle  or  boat  at  a  time  when  the  stamp,  sticker,  or 
tag  does  not  appear  on  the  motor  vehicle  or  boat  in  the 
maimer  provided  in  the  regulations  prescribed  under  sub¬ 
section  (e)  or  (f)  shall  be  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  be  fined  not  more  than  $25. 

“  (j)  Exempt  Uses. — The  tax  imposed  by  this  section 
shall  not  apply  to  the  use  of  a  motor  vehicle  or  boat  by  the 
United  States,  a  State,  Territory,  the  District  of  Columbia,  or 
a  political  subdivision  of  any  of  the  foregoing.” 

SEC.  559.  EFFECTIVE  DATE  OF  PART  V. 

This  Part  shall  take  effect  on  the  first  day  of  the  first 
month  which  begins  more  than  10  days  after  the  date  of 
the  enactment  of  this  Act. 

TITLE  VI— RADIO  BROADCASTING  AND  NET¬ 
WORK  TAX 

SEC.  601.  TAX  ON  RADIO  BROADCASTING  STATIONS  AND 
NETWORKS. 

Subtitle  11  of  the  Internal  Revenue  Code  is  amended 
by  inserting  after  chapter  6  the  following  new  chapter : 
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“CHAPTER  6A 

“SEC.  1220.  TAX  ON  RADIO  BROADCASTING  STATIONS  AND 
NETWORKS. 

“(a)  Rate. — For  each  calendar  year  beginning  after 
December  31,  1941,  there  shall  be  imposed  upon  every 
person  with  respect  to  operating  a  radio  broadcasting  sta¬ 
tion  or  engaging  in  network  broadcasting  for  any  part  of 
such  year,  an  excise  tax  computed  as  follows : 

“  ( 1 )  If  the  net  time  sales  exceed  $100,000  and  do 
not  exceed  $500,000,  an  amount  equal  to  5  per  centum 
of  the  net  time  sales,  or  an  amount  equal  to  the  net  time 
sales  in  excess  of  $100,000,  whichever  is  the  lesser. 

“  (2)  If  the  net  time  sales  exceed  $500,000  and  do 
not  exceed  $1,000,000,  an  amount  equal  to  10  per 
centum  of  the  net  time  sales,  or  an  amount  equal  to 
$25,000  plus  the  amount  of  the  net  time  sales  in  excess 
of  $500,000,  whichever  is  the  lesser. 

“(3)  If  the  net  time  sales  exceed  $1,000,000,  an 
amount  equal  to  15  per  centum  of  the  net  time  sales, 
or  an  amount  equal  to  $100,000  plus  the  amount  of  the 
net  time  sales  in  excess  of  $1,000,000,  whichever  is  the 
lesser. 

“(b)  Definitions. — For  the  purposes  of  this  section — 
“  (1)  ‘Network  broadcasting’  means  the  making  of 
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arrangements  with  persons  operating  radio  broadcasting 
stations  for  the  simultaneous  broadcast  of  an  identical 
program  by  two  or  more  connected  stations  and  the 
distribution  of  programs  by  wire  or  radio  to  such 
persons. 

“  (2)  ‘Time  sales’  means  the  gross  amount  received 
or  accrued  from  the  sale  of  broadcast  time.  Where  the 
sale  is  for  a  consideration  other  than  money  the  gross 
amount  considered  to  be  received  or  accrued  shall  be 
the  seller’s  published  card  rate  for  broadcast  time. 
Where  the  sale  is  for  a  consideration,  less  a  commis¬ 
sion  to  an  advertising  agency  (whether  such  sale  is 
made  to  such  agency  or  its  principal)  the  amount  of 
such  commission  (not  in  excess  of  15  per  centum  of 
such  consideration)  shall  be  excluded  in  determining 
the  gross  amount  received  or  accrued  with  respect  to 
such  sale. 

“(3)  ‘Net  time  sales’  means  time  sales  minus  the 
amounts  paid  or  incurred  for  broadcast  time  to  other 
persons  operating  radio  stations  or  engaged  in  network 
broadcasting. 

“SEC.  1221.  RETURNS. 

“  (a)  Requirement. — Every  person  liable  for  tax  under 
section  1220  shall  make  a  return  under  oath.  Such  return 
shall  contain  such  information  and  be  made  in  such  manner 
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as  the  Commissioner  with  the  approval  of  the  Secretary  may 
by  regulations  prescribe. 

“(b)  Time  foe  Eiling. — 

“  ( 1 )  General  rule. — Such  return  shall  be  made 
within  two  months  after  the  close  of  the  year  with  re¬ 
spect  to  which  such  tax  is  imposed. 

“(2)  Extension  of  time. — The  Commissioner 
may  extend  the  time  for  making  the  returns,  under  such 
rules  and  regulations  as  he  may  prescribe  with  the  ap¬ 
proval  of  the  Secretary,  but  no  such  extension  shall  be 
for  more  than  sixty  days. 

“(c)  Place  for  Piling. — The  return  shall  be  made 
to  the  collector  for  the  district  in  which  is  located  the  prin¬ 
cipal  place  of  business  of  the  taxpayer,  or,  if  it  has  no  principal 
place  of  business  in  the  United  States,  then  to  the  collector  at 
Baltimore,  Maryland. 

“SEC.  1222.  OTHER  LAWS  APPLICABLE. 

“All  provisions  of  law  (including  penalties)  applicable 
in  respect  of  the  taxes  imposed  by  chapter  6  shall,  insofar  as 
not  inconsistent  with  this  chapter,  be  applicable  in  respect 
of  the  tax  imposed  by  this  chapter.” 
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Mr.  Sabath,  from  the  Committee  on  Rules,  submitted 


REPORT 

[To  accompany  H.  Res.  279] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  279,  reports  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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IN  THE  HOUSE  OE  REPRESENTATIVES 


July  28, 1941 

Mr.  Sabath,  from  the  Committee  on  Rules,  reported  the  following  resolution ; 
which  was  referred  tf>  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Resolved,  That  upon  the  adoption  of  this  resolution  it 

2  shall  be  in  order  to  move  that  the  House  resolve  itself  into 

3  the  Committee  of  the  Whole  House  on  the  state  of  the  Union 

4  for  the  consideration  of  H.  R.  5417,  a  bill  to  provide  revenue, 

5  and  for  other  purposes,  and  all  points  of  order  against  said 

6  bill  are  hereby  waived.  That  after  general  debate,  which 

7  shall  be  confined  to  the  bill  and  shall  continue  not  to  exceed 

8  three  days,  to  be  equally  divided  and  controlled  by  the 
5  chairman  and  ranking  minority  member  of  the  Committee 

10  on  Ways  and  Means,  the  bill  shall  be  considered  as  having 

11  been  read  for  amendment.  No  amendment  shall  be  in  order 

12  to  said  bill  except  amendments  offered  by  direction  of  the 
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Committee  on  Ways  and  Means,  and  said  amendments  shall 
be  in  order,  any  rule  of  the  House  to  the  contrary  notwith¬ 
standing-.  Amendments  offered  by  direction  of  the  Com¬ 
mittee  on  Ways  and  Means  may  he  offered  to  any  section 
of  the  bill  at  the  conclusion  of  the  general  debate,  but  said 
amendments  shall  not  be  subject  to  amendment.  At  the 
conclusion  of  the  consideration  of  the  bill  for  amendment, 
the  Committee  shall  rise  and  report  the  bill  to  the  House 
with  such  amendments  as  may  have  been  adopted,  and  the 
previous  question  shall  be  considered  as  ordered  on  the  bill 
and  amendments  thereto  to  final  passage  without  intervening 
motion  except  one  motion  to  recommit. 
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CONSIDERATION  OF  H.  R. 


July  30,  1941. — Referred  to  the  House  Calendar  and 


Mr.  Sabath,  from  the  Committee  on  Rules,  submitted  the  following 

REPORT 

[To  accompany  H.  Res.  280] 

The  Committee  on  Rules,  having  had  under  consideration  House 
Resolution  280,  report  the  same  to  the  House  with  the  recommenda¬ 
tion  that  the  resolution  do  pass. 
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IN  THE  HOUSE  OF  REPRESENTATIVES 


July  30, 1941 

Mr.  Sabath,  from  the  Committee  on  Rules,  reported  the  following  resolution; 
which  was  referred  to  the  House  Calendar  and  ordered  to  be  printed 


RESOLUTION 

1  Resolved,  That  upon  the  adoption  of  this  resolution  it 

2  shall  he  in  order  to  move  that  the  House  resolve  itself  into 

3  the  Committee  of  the  Whole  House  on  the  state  of  the  Union 
I  for  the  consideration  of  H.  R.  5417,  a  bill  to  provide  revenue, 

5  and  for  other  purposes,  and  all  points  of  order  against  said 

6  bill  are  hereby  waived.  That  after  general  debate,  which 

7  shall  he  confined  to  the  bill  and  shall  continue  not  to  exceed 

8  three  days,  to  he  equally  divided  and  controlled  by  the  chair- 

9  man  and  ranking  minority  member  of  the  Committee  on 

10  Ways  and  Means,  the  bill  shall  he  considered  as  having  been 

11  read  for  amendment.  No  amendment  shall  be  in  order  to 
said  bill  except  one  amendment  proposing  to  strike  out  see- 
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tion  111  and  except  amendments  offered  by  direction  of  the 
Committee  on  Ways  and  Means,  and  said  amendments  shall 
be  in  order,  any  rule  of  the  House  to  the  contrary  notwith¬ 
standing,  but  such  amendments  shall  not  be  subject  to  amend¬ 
ment.  Amendments  authorized  by  this  resolution  may  be 
offered  to  any  section  of  the  bill  at  the  conclusion  of  the 
general  debate.  At  the  conclusion  of  the  consideration  of 
the  bill  for  amendment,  the  Committee  shall  rise  and  report 
the  bill  to  the  House  with  such  amendments  as  may  have 
been  adopted,  and  the  previous  question  shall  be  considered 
as  ordered  on  the  bill  and  amendments  thereto  to  final  passage 
without  intervening  motion  except  one  motion  to  recommit. 
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'6een  that.  As  a  consequence  there  is 
same  semblance  of  the  American  form  of 
government  left,  and  that  is  why  I  say 
thaNhis  great  House  of  Representatives 
is  as  y^t  the  bulwark  of  American  democ¬ 
racy  ami  republican  principles. 

Now,  what  about  an  amendment  to  de¬ 
fine  the  head  of  a  family?  Are  we  going 
to  shut  our  mouths  to  that?  I  do  not  like 
the  definition  that  the  Ways  and  Means 
Committee  hasNgiven  to  the  head  of  a 
family.  I  think  that  if  a  brother  or  sis¬ 
ter  has  taken  underpins  or  her  wing  that 
little  brood  of  younger  brothers  and  sis¬ 
ters  to  bring  up  and  if  She  or  he  is  the  sole 
support  of  them,  they  deserve  the  same 
credit  on  their  income  ta^as  the  father 
and  mother  or  the  surviving  parent.  We 
should  have  the  right  to  say  ifvthis  House, 
which  we  will  not  have  if  this  rule  is 
adopted,  whether  that  definition-  shall  be 
altered. 

How  about  expenses  incident  to  the 
administration  of  fiduciary  trusts?  Our 
Ways  and  Means  Committee  gave  no 
consideration  to  that.  I  would  like  this 
great  deliberative  body  to  determine  if  it 
is  not  equitable  to  allow  the  administra¬ 
tors  of  trust  estates  and  fiduciary  trusts 
to  deduct  the  expenses  of  administration 
from  their  income  tax  as  an  operating 
expense. 

How  about  bonuses  paid  by  thousands 
of  concerns  in  the  form  of  defense  bonds? 
Can  they  be  deducted  as  an  operating  ex¬ 
pense?  Not  under  existing  law.  But 
this  House  is  charged  with  the  duty  of 
giving  encouragement  to  the  sale  of  de¬ 
fense  bonds  and  the  payment  of  these 
bonuses  in  the  form  of  defense  bonds, 
and  we  at  this  time  should  be  given  the 
opportunity  to  discuss  this  very  impor¬ 
tant  question. 

[Here  the  gavel  fell.] 

Mr.  SABATH.  Mr.  Speaker,  the  need 
for  this  rule  is  apparent.  If  it  is  not 
adopted,  we  would  be  here  for  months 
and  still  would  not  finish.  I  yield  the 
balance  of  the  time  on  this  side  to  the 
gentleman  from  Massachusetts  [Mr. 
McCormack]  . 

Mr.  McCORMACK.  Mr.  Speaker,  we 
have  listened  to  the  utterances  of  some 
of  our  friends  on  the  other  side.  The 
gentleman  from  Michigan  [Mr.  Wol¬ 
cott]  talks  about  the  last  semblance  of 
representative  government,  and  so  forth. 
When  the  Republicans  were  in  control 
they  voted  for  a  closed  rule  on  a  tax  bill. 
They  voted  for  a  closed  rule  on  the  Tariff 
Act.  They  did  that  then  because  the  re¬ 
sponsibility  rested  upon  them  as  the  ma¬ 
jority  party  to  enact  into  law  legislation 
that  was  deemed  necessary  and  which 
carried  out  the  policies  of  the  leadership 
of  that  party.  If  the' gentleman  from 
Michigan  [Mr.  Wolcott]  was  here  in 
those  days,  and  I  think  he  was,  the 
chances  are  that  he  voted  for  those 
closed  rules. 

In  any  event,  the  gentleman  from  New 
York  [Mr.  Crowther]  and  the  gentle¬ 
man  from  Minnesota  [Mr.  Knutson]  are 
sufficiently  intellectually  honest  to  re¬ 
member  that  10  years  ago  the  Republican 
Party  in  this  body  proposed  and  voted 
for  closed  rules.  The  opposition  of  most 
of  the  Republicans  today  is  just  for  po¬ 
litical  purposes.  They  may  try  to  fool 
soine  of  the  public,  but  I  hope  they  do 
not  think  they  are  fooling  themselves. 


Certainly  they  are  not  fooling  the  mem¬ 
bers  of  the  Democratic  Party. 

Mr.  Speaker,  this  is  a  practical  matter. 
Representative  government  is  just  as 
strong  today  and  stronger  than  it  was  in 
1932  and  1931,  stronger  than  it  was  in 
1928,  1929,  and  1930,  when  the  Repub¬ 
licans  were  voting  closed  rules  on  the 
same  type  of  legislation.  So  let  the  de¬ 
bate  go  on.  Let  us  not  fool  ourselves  on 
the  question  of  a  closed  rule,  even  if  they 
try  to  befog  the  minds  of  the  American 
people.  Bearing  in  mind  the  tremen¬ 
dous  number  of  items  included  in  this 
far-reaching  tax  bill,  this  proposition  is 
a  necessary  one. 

Mr.  Speaker,  I  hope  the  rule  will  be 
adopted. 

[Here  the  gavel  fell.] 

Mr.  SABATH.  Mr.  Speaker,  I  move 
the  previous  question  on  the  resolution. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  resolution. 

The  question  was  taken;  and  the 
Speaker  announced  that  the  “ayes”  ap¬ 
peared  to  have  it. 

Mr.  FISH.  Mr.  Speaker,  I  demand  the 
yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken;  and  there 
were— yeas  204,  nays  167,  answered 
“present"  1,  not  voting  60,  as  follows: 


Smith,  Pa. 

Sweeney 

West  , 

Smith,  W.  Va. 

Tarver 

Whelchef 

Snyder 

Taylor 

Whittington 

Somers,  N.  Y 

Terry 

Wickersham 

Williams 

South 

Thomas,  Tex. 

Spence 

Thomason 

Woodrum,  Va. 

Starnes,  Ala. 

Traynor 

Worley 

Steagall 

Vincent,  Ky. 

Wright 

Sullivan 

Ward 

Wasielewski  / 
Weaver  / 

NAYS— 167 

•Young 

Sumners,  Tex. 

Zimmerman 

Sutphin 

Allen,  Ill. 

Graham  / 

Ploeser 

Andersen,  Calif. 

.  Grant,  Ihd. 

Ramsay 

Andresen, 

Guye^,  Kans. 

Reece,  Tenn. 

August  H. 

Gwviine 

Reed,  III. 

Angell 

Hail, 

Reed.  N.  Y. 

Arends 

Edwin  Arthur  Rees,  Kans. 

Baldwin 

Hall. 

Rizley 

Bates,  Ky. 

Leonard  W. 

Robertson, 

Bates.  Mass. 

Halleck 

N.  Dak. 

Baumhart 

Hancock 

Robsion,  Ky. 

Bell 

Harness 

Rockefeller 

Bender 

Heidinger 

Rodgers,  Pa. 

Bennett 

Hess 

Rogers,  Mass. 

Bishop 

Hill,  Colo. 

Rolph 

Blackney 

Hill,  Wash. 

Sauthoff 

Bolton 

Hinshaw 

Scanlon 

Bradley  Mich. 

Hoffman 

Secrest 

Brown,  Ohio. 

Holmes 

Shafer,  Mich. 

Burdick 

Hook 

Shannon 

Butler 

Hope 

Short 

Canfield 

Howell 

Simpson 

Carlson 

Hull 

Smith,  Maine 

Carter 

Izac 

Smith,  Ohio 

Case,  S.  Dak. 

Jackson 

Smith,  Wash. 

Chenoweth 

Jacobsen 

Springer 

Chiperfield 

Jenkins,  Ohio 

Stearns,  N.  H. 

Clason 

Jennings 

Stefan 

Clevenger 

Jensen 

Stratton 

Cluett 

Johnson,  Ill. 

Sumner,  Ill. 

Copeland 

Johnson,  Ind. 

Taber 

Crawford 

Jones 

Talle 

Crosser 

Jonkman 

Tenercwicz 

Culkin 

Kean 

Thom 

Cunningham 

Kelley.  Pa. 

Tibbott 

Curtis 

Kelly.  Ill. 

Tir.kham 

Day 

Kinzer 

Tolan 

Dirksen 

Kunkel 

Treadway 

Dondero 

Lambertson 

Van  Zandt 

Downs 

Landis 

Voorhis,  Calif. 

Dworshak 

LeCompte 

Vorys,  Ohio 

Eaton 

McGregor 

Vreeland 

Eliot,  Mass. 

Maciora 

Wadsworth 

Elliott,  Calif. 

Magnuson 

Walter 

Elston 

Marcantonio 

Weiss 

Engel 

Martin,  Iowa 

Welch 

Englebrlght 

Martin,  Mass. 

Wheat 

Fellows 

Mason 

Wigglesworth 

Fenton 

Meyer,  Md. 

Wilson 

Fish 

Michener 

Winter 

Fitzgerald 

Mott 

Wolcott 

Flaherty 

Mundt 

Wolfenden,  Pa. 

Flannery 

O'Brien,  Mich. 

Wolverton,  N.  J. 

Ford,  Thomas  F. Oliver 

Woodruff.  Mich. 

Gale 

Osmers 

Youngdahl 

Gamble 

Paddock 

Gehrmann 

Fearson 

Gerlach 

Pheiffer, 

Gifford 

William  T. 

Gilchrist 

Pittenger 

ANSWERED  “PRESENT”— 1 


Casey.  Mass. 

NOT  VOTING— 60 


Andersen, 

Gillie 

Plumley 

H  Carl 

Grant,  Ala. 

Powers 

Anderson, 

Gregory 

Ramspeck 

N.  Mex. 

Hartley 

Rankin,  Mont. 

Andrews 

Heffernan 

Romjue 

Barnes 

Hobbs 

Russell 

Boland 

Holbrock 

Rutherford 

Boren 

Jarrett 

Satterfield 

Buckler,  Minn. 

Jenks,  N.  H. 

Schaefer,  Ill. 

Burch 

Johns 

Scott 

Cannon,  Mo. 

Keefe 

Scrugham 

Cartwright 

McArdle 

Sheridan 

Celler 

Maas 

Smith,  Va. 

Coffee,  Wash. 

Maciejewski 

Sparkman 

Collins 

Murray 

Stevenson 

Delaney 

O’Brien.  N.  Y. 

Thill 

Ditter 

O’Connor 

Thomas,  N.  J. 

Douglas 

O’Day 

Vinson,  Ga. 

Doxey 

O’Hara 

\Vene 

Edmiston 

Patman 

White 

Faddis 

Patrick 

\ 

So  the  resolution  was  agreed  to. 

The  Clerk  announced  the  following 


pairs: 

On  this  vote: 

Mr.  Casey  of  Massachusetts  for,  with  Mr. 
Ditter  against. 


[Roll  No.  97] 
YEAS— 204 


Allen,  La. 

Fitzpatrick 

Lewis 

Arnold 

Flannagan 

Ludlow 

Barden 

Fogarty 

Lynch 

Barry 

Folger 

McCormack 

Beam 

Forand. 

McGehee 

Beckworth 

Ford,  Leland  M.  McGranery 

Beiter 

Ford,  Miss. 

McIntyre 

Bland 

Punier  \ 

McKeough 

Bloom 

Gathings 

McLaughlin 

Boehne 

Gavagan 

McLean 

Boggs 

Gearhart 

McMillan 

Bonner 

Geyer,  Calif. 

Mahon 

Boykin 

Gibson 

Manasco 

Bradley  Pa. 

Gore 

Mansfield 

Brooks 

Gossett 

May 

Brown,  Ga. 

Granger 

Merritt 

Bryson 

Green 

Mills,  Ark. 

Buck 

Haines 

Mills,  La. 

Buckley,  N.  Y. 

Hare 

Mitchell 

Bulwinkle 

Harrington 

Monroney 

Burg  in 

Harris,  Ark. 

Moser 

Byrne 

Harris,  Va. 

Murdock 

Byron 

Hart 

Myers,  Pa. 

Camp 

Harter 

Nelson 

Cannon,  Fla. 

Healey 

Nichols 

Capozzoll 

Hebert 

Norrell 

Chapman 

Hendricks 

Norton 

Clark 

Houston 

O’Leary 

Claypool 

Hunter 

O’Neal 

Cochran 

Imhoff 

O'Toole 

Coffee,  Nebr. 

Jarman 

Pace 

Cole,  Md. 

Johnson,  Calif. 

Patton 

Cole,  N.  Y. 

Johnson, 

Peterson,  Fla. 

Colmer 

Luther  A. 

Peterson,  Ga. 

Connery 

Johnson, 

Pfeifer, 

Cooley 

Lyndon  B. 

Joseph  L. 

Cooper 

Johnson,  Okla. 

Pierce 

Costello 

Johnson,  W.  Va.  Plauch6 

Courtney 

Kee 

Poage 

Cox 

Kefauver 

Priest 

Cravens 

Kennedy, 

Rabaut 

Creal 

Martin  J. 

Randolph 

Crowther 

Kennedy, 

Rankin,  Miss. 

Cullen 

Michael  J. 

Rich 

D’Alesandro 

Keogh 

Richards 

Davis,  Ohio 

Kerr 

Rivers 

Davis,  Tenn. 

Kilburn 

Robertson,  Va. 

Dewey 

Kilday 

Robinson,  Utah 

Dickstein 

Kirwan 

Rogers.  Okla. 

Dies 

Kleberg 

Sabath 

Dingell 

Knutson 

Sacks 

Disney 

Kocialkowski 

Sanders 

Domengeaux 

Kopplemann 

Sasscer 

Dough  ton 

Kramer 

Schuetz 

Drewry 

Lanham 

Schulte 

Duncan 

Larrabee 

Shanley 

Durham 

Lea 

Sheppard 

Eberharter 

Leavy 

Sikes 

Ellis 

Lesinskl 

Smith,  Conn. 
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Mr.  Hobbs  for,  with  Mr.  Thill  against. 

Mr.  Burch  for,  with  Mr.  H.  Carl  Andersen 
against. 

Mr.  Gregory  for,  with  Mr.  Keefe  against. 

Mr.  White  for,  with  Mr.  Hartley  against. 

Mr.  Anderson  of  New  Mexico  for,  with  Mr. 
Jarrett  against. 

Mr.  Delane\for,  with  Mr.  Powers  against. 

Mr.  Grant  of  Alabama  for,  with  Mr.  Gillie 

against. 

Mr.  Heffernan  for,  with  Mr.  Scott  against. 

Mr.  Satterfield  for,  with  Mr.  Stevenson 
against.  \ 

General  pairs: 

Mr.  Doxey  with  Mr.  Murray. 

Mr.  Smith  of  Virginia  with  Mr.  Douglas. 

Mr.  Cannon  of  Missouri  with  Mr.  Johns. 

Mr.  Boland  with  Mr.  Rutherford. 

Mr.  Ramspeck  with  Mr.  O'Har^. 

Mr.  Sparkman  with  Mr.  Jehks  of  New 
Hampshire. 

Mr.  Vinson  of  Georgia  with  Miss  Rankin  of 
Montana. 

Mr.  Cartwright  with  Mr.  O'Brien  o$5  New 
York.  A 

Mr.  Patman  with  Mr.  Thomas  of  New  Jersey. 

Mr.  Celler  with  Mr.  Maas. 

Mr.  Barnes  with  Mr.  Plumley. 

Mr.  Collins  with  Mr.  Buckler  of  Minnesota. 

Mr.  Boren  with  Mr.  Andrews. 

Mr.  McArdle  with  Mr.  Edmiston. 

Mr.  Holbrook  with  Mr.  Coffee  of  Wash¬ 
ington. 

Mr.  O’Connor  with  Mr.  Wene. 

Mrs.  O’Day  v/ith  Mr.  Maciejewski. 

Mr.  Patrick  with  Mr.  Scrugham. 

Mr.  Sheridan  with  Mr.  Romjue. 

Mr.  Schaefer  of  Illinois  with  Mr.  Faddis. 

The  result  of  the  vote  was  announced 
as  above  recorded. 

ORDER  OF  BUSINESS 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  I  ask  unanimous  consent  to  ad¬ 
dress  the  House  for  1  minute. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  there  is  uncertainty  as  to  the 
program  for  the  next  few  days,  owing  to 
the  fact  that  the  rule  provides  for  3  days 
of  general  debate.  May  I  ask  the  ma¬ 
jority  leader  if  he  can  tell  us  when  we 
may  expect  to  vote  on  this  bill? 

Mr.  McCORMACK.  I  am  very  glad  to 
answer  the  gentleman  from  Massachu¬ 
setts.  / 

It  is  hoped  that  the  debate  on  the  bill 
will  close  Friday,  and  that  includes  de¬ 
bate  on  the  joint  tax  returns  provision; 
but  assuming  the  debate  is  closed  on 
Friday,  there  will  be  no  vote  on  the  joint 
income-tax  returns  amendment  in  the 
Committee  of  the  Whole  until  Monday, 
and,  of  course,  no  vote  on  the  bill  in  the 
House  until  Monday. 

Mr.  MARTIN  of  Massachusetts.  Do  I 
correctly  understand  from  that  state¬ 
ment  that  the  discussion  as  to  the  joint 
tax  returns  will  be  on  Friday? 

Mr.  McCORMACK.  It  is  my  under¬ 
standing  that  that  is  the  intention  and 
the  desire. 

Mr.  MARTIN  of  Massachusetts.  I 
wonder  if  we  could  not  arrange  to  have 
that  debate  fall  on  Monday. 

Mr.  McCORMACK.  I  would  rather 
yield  to  the  gentleman  from  North  Caro¬ 
lina  on  that. 

Mr.  DOUGHTON.  Of  course,  we  had 
hoped  to  conclude  debate  and  vote  on 
the  bill  this  week,  but  obviously  that  ar¬ 


rangement  will  not  be  entirely  satisfac¬ 
tory.  Any  agreement  reached  by  the 
leadership  of  the  House — and  in  that  I 
include  the  Speaker  and  the  majority  and 
minority  leaders — with  regard  to  pro¬ 
cedure  will  be  satisfactory  to  the  chair¬ 
man.  I  am  very  hopeful  that  we  can  at 
least  conclude  the  debate  this  week,  but 
the  chairman  of  the  committee  will  con¬ 
cur  in  any  agreement  or  understanding 
that  may  be  reached  on  procedure  by  the 
leadership  of  the  House. 

Mr.  McCORMACK.  As  far  as  I  am 
concerned,  expressing  my  own  opinion, 
and  I  express  it  as  a  hope,  I  am  perfectly 
willing  that  there  be  some  debate  on 
Monday.  In  addition  to  the  joint  tax 
returns  amendment,  if  there  are  com¬ 
mittee  amendments  it  is  understood  that 
none  of  them  will  be  voted  on  until  Mon¬ 
day  and,  of  course,  that  means  not  of¬ 
fered.  I  hope  that  arrangements  may  be 
made  to  have  some  of  the  debate  on  the 
joint  tax  returns  amendment  on  Monday, 
because  Members  who  are  interested  in 
that  will  be  away  the  latter  part  of  this 
week. 

Mr.  MARTIN  of  Massachusetts.  I 
thought  we  might  conclude  general  de¬ 
bate,  and  then  devote  Monday  entirely  to 
the  joint  tax  returns  amendment. 

Mr.  COOPER.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MARTIN  of  Massachusetts.  1 
yield  to  the  gentleman  from  Tennessee. 

Mr.  COOPER.  The  practical  situation  j 
is  this:  The  rule  provides  for  3  days  of 
general  debate;  that  would  be  today, 
Wednesday,  and  Thursday,  and  Friday. 
If  the  House  is  not  in  session  on  Satur¬ 
day,  that  would  mean  that  the  bill  would 
be  taken  up  on  Monday  for  the  consider¬ 
ation  of  amendments.  The  joint  returns 
provision  amendment  is  one  that  is  pro¬ 
vided  for  under  the  rule.  The  committee 
will  have  three  amendments  to  be  con¬ 
sidered.  Therefore,  I  assume  that  if  gen¬ 
eral  debate  is  concluded  on  Friday  the 
bill  will  have  to  be  taken  up  for  admend- 
ment  on  Monday,  if  the  House  is  not  in 
session  on  Saturday. 

Mr.  MARTIN  of  Massachusetts.  That 
would  be  perfectly  satisfactory. 

Mr.  McCORMACK.  It  is  my  intention 
to  ask  unanimous  consent  that  the  House 
adjourn  over  Saturday. 

Mr.  MARTIN  of  Massachusetts.  I  do 
not  believe  the  gentleman  will  have  any 
difficulty  in  getting  that  consent. 

May  I  ask  the  gentleman  from  Ten¬ 
nessee  if  we  may  know  how  much  time 
will  probably  be  allocated  to  the  various 
amendments?  Has  any  thought  been 
given  to  that  question? 

Mr.  COOPER.  I  cannot  imagine  that 
there  would  be  debate  of  any  length  on 
the  three  committee  amendments,  be¬ 
cause,  as  I  recall,  they  were  unanimously 
agreed  to  by  the  committee. 

Mr.  MARTIN  of  Massachusetts.  There 
will  be  a  disposition  to  be  liberal  as  to 
time  for  debate  on  the  other  amend¬ 
ment? 

Mr.  COOPER  As  far  as  the  amend¬ 
ment  with  respect  to  the  joint  returns  is 
concerned,  under  the  rules  of  the  House 
there  would  be  5  minutes  for  and  5  min¬ 
utes  against.  Any  addition  to  that  would 
be  in  the  control  of  the  committee  of  the 
whole. 


Mr.  McCORMACK.  It  is  my  under¬ 
standing,  then,  that  general  debate  will 
proceed  for  the  remainder  of  the  week 
and  that  debate  on  the  joint  income- 
tax  returns  amendment  and  on  the  com- 
mittee  amendments  will  go  over  until 
Monday.  Of  course,  the  votes  yfill  auto¬ 
matically  follow  and  go  Over  until 
Monday. 

Mr.  MARTIN  of  Massachusetts.  The 
committee  will  have  control  of  the  time 
on  the  amendments  on  Monday? 

Mr.  McCORMACK.  I  believe  we  can 
adjust  that  question  at  that  time.  That 
can  be  taken  care  of  very  easily. 

Mr.  JENKINS  of  Ohio.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  MARTIN  of  Massachusetts.  I 
yield  to  the  gentleman  from  Ohio. 

Mr.  JENKINS  of  Ohio.  Is  there  any¬ 
thing  that  will  come  up  Monday  morn¬ 
ing  under  the  rules  of  the  House  that 
will  take  precedence  over  the  considera¬ 
tion  of  this  bill?  In  other  words,  when 
we  meet  on  Monday  morning,  imme¬ 
diately  after  the  reading  of  the  Journal 
will  someone  move  that  the  House  re¬ 
solve  itself  into  the  Committee  of  the 
Whole? 

The  SPEAKER.  The  Consent  Cal¬ 
endar  is  in  order  on  Monday,  and  its 
consideration  will  probably  take  30  or 
40  minutes. 

Mr.  McCORMACK.  There  will  be  no 
interference  with  that,  I  assume. 

THE  REVENUE  BILL 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on 
the  state  of  the  Union  for  the  consid¬ 
eration  of  the  bill  (PI.  R.  5417)  to  pro¬ 
vide  revenue,  and  for  other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  state  of  the  Union  for  the  con¬ 
sideration  of  the  bill  (H.  R.  5417)  to 
provide  revenue,  and  for  other  purposes, 
with  Mr.  Cole  of  Maryland  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

Mr.  COOPER.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  first  read¬ 
ing  of  the  bill  be  dispensed  with. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Tennessee? 

There  was  no  objection. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  myself  30  minutes  and  ask  unani¬ 
mous  consent  to  revise  and  extend  my 
remarks  in  the  Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
North  Carolina? 

There  was  no  objection. 

Mr.  DOUGHTON.  Mr.  Chairman,  in 
presenting  this  bill  to  you  this  afternoon 
I  naturally  assume  that  every  member 
of  the  committee  realizes  not  only  the 
importance  but  the  necessity  of  this  or 
similar  legislation  to  carry  forward  our 
national-defense  program  and  effect  our 
economic  security.  While  I  shall  not  de¬ 
cline  to  yield  to  any  member  of  the  com¬ 
mittee  who  may  desire  to  propound  any 
question  while  I  am  making  my  remarks, 
I  would  prefer  to  proceed  without  inter¬ 
ruption  until  I  have  concluded  my  main 
statement.  In  fact,  I  may  say  that  if  any 
Member  of  the  House  has  not  familiar- 
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ized  himself  or  herself  with  the  provi¬ 
sions  of  this  bill  by  reading  the  report 
which  is  full  and  quite  comprehensive, 
he  can  get  more  complete  information  by 
a  study  of  the  report  than  any  informa¬ 
tion  any  member  of  the  committee  could 
give  in  the  brief  time  he  would  have  to 
answer  questions.  The  chairman  of  the 
committee  endeavored  last  week  to  have 
a  copy  of  the  report  sent  to  the  office  of 
each  Member  of  the  House.  As  this  is 
such  an  important  measure  not  only  to 
the  membership  of  the  House  but  to  the 
entire  country,  I  was  very  anxious  that 
before  the  bill  came  up  for  consideration 
the  Members  of  the  House  should  have 
every  opportunity  to  ascertain  so  far  as 
they  desired,  the  purposes  and  provisions 
of  the  measure. 

I  have  reduced  my  main  statement  to 
manuscript  for  the  reason  that  every  ut¬ 
terance  of  one  in  official  life,  and  espe¬ 
cially  one  holding  the  responsible 
position  that  I  and  other  members  of 
the  Ways  and  Means  Committee  hold 
with  respect  to  this  proposed  legislation, 
is  scrutinized  and  analyzed  and  put  un¬ 
der  the  microscope  and  I  am  very  anx¬ 
ious  that  what  I  say  may  not  be  mis¬ 
understood.  A  few  days  ago  when  I  ap¬ 
peared  before  the  Committee  on  Rules 
to  request  a  rule  making  this  bill  in  or¬ 
der,  quite  unexpectedly  some  discussion 
arose  with  respect  to  a  future  tax  bill  and 
I  was  quoted  by  the  newspapers,  possibly 
correctly,  but  the  statement  I  made  was 
made  on  the  spur  of  the  moment  and  I 
was  quoted  as  announcing  myself  in  favor 
of  a  general  sales  tax.  What  I  intended 
to  say  was  that  there  would  doubtless 
be  necessity,  not  only  need  but  necessity, 
in  the  next  year,  but  I  hoped  there  would 
not  be  this  year,  for  another  tax  bill  and 
that  increased  taxes  would  be  necessary 
and,  probably,  additional  taxes.  I  re¬ 
iterate  that  statement  and  in  that  con¬ 
nection  I  intended  to  say  that  1  would 
not  reject  nor  prescribe  any  type  of  tax 
that  might  be  necessary  to  the  preserva¬ 
tion  of  our  liberties  and  the  perpetuity 
of  our  Government. 

So  far  as  a  sales  tax  is  concerned,  a 
manufacturer’s  sales  tax  or  a  retail  sales 
tax,  as  a  general  proposition,  I  am  in¬ 
herently  opposed  to  such  a  method  of 
taxation.  However,  if  our  emergency 
continues,  as  new  seems  probable,  then  I 
would  not  say  that  any  reasonable  tax, 
any  tax  that  ever  has  been  resorted  to 
or  that  in  the  minds  of  reasonable  people 
should  be  considered,  is  beyond  the  realm 
of  probability.  I  would  not  say  I  would 
proscribe  or  reject  such  a  tax,  because 
taxes  unheard  of  and  sacrifices  not  hith¬ 
erto  made  by  all  taxpayers  and  by  all  the 
American  people  will  doubtless  be  neces¬ 
sary  in  the  financing  of  our  preparedness 
program  and  providing  for  the  economic 
safety  and  security  of  our  Government. 

Mr.  Chairman,  in  presenting  the  tax 
bill  now  before  you  for  consideration,  the 
largest  in  the  history  of  our  Government, 
I  assume  that  the  membership  of  this 
body  understands  full  well  the  necessity 
of  this  or  some  similar  measure  to  the 
national  defense  and  the  financial  secu¬ 
rity  of  our  Nation. 

The  national-defense  program  is  of 
paramount  interest  to  the  American  peo¬ 
ple  and  our  national  safety  should  be  to 
everyone  a  matter  of  highest  considera¬ 


tion.  In  fact,  all  people  everywhere  who 
cherish  liberty,  freedom  of  speech,  and 
freedom  of  action  are  tremendously  con¬ 
cerned  in  the  success  of  our  preparedness 
effort.  Therefore  I  do  not  deem  it  nec¬ 
essary  to  dwell  upon  the  urgent  need  of 
the  enactment  of  this  bill. 

The  Congress  has  already  appropri¬ 
ated  vast  sums  for  the  normal  and  ex¬ 
traordinary  expenses  of  the  Government, 
estimated  at  present  at  $22,000,000,000 
for  the  fiscal  year  1942. 

There  is  no  method  of  meeting  these 
costs  except  by  taxation.  Borrowing  is 
but  the  anticipation  of  future  taxes — a 
device  by  which  we  spend  in  the  present 
and  pay  in  the  future.  Certainly  no  well- 
informed  person  believes  we  can  meet  the 
entire  cost  of  our  present  preparedness 
program,  together  with  other  necessary 
expenses  for  the  support  of  the  Govern¬ 
ment,  by  taxes  sufficient  to  pay  as  we  go. 
We  certainly  should,  however,  pay  as 
much  as  our  economy  will  allow.  As  to 
just  where  this  limit  is,  there  is,  of  course, 
honest  difference  of  opinion. 

At  the  outset  of  my  remarks  I  wish  to 
pay  special  tribute  to  my  fellow  members 
of  the  Committee  on  Ways  and  Means 
for  their  unselfish  devotion  to  duty  in  the 
preparation  of  this  bill. 

I  have  never  known  the  membership  of 
our  committee  to  labor  more  conscien¬ 
tiously  and  quite  so  zealously  in  the  prep¬ 
aration  of  a  tax  bill. 

Party  affiliations  were  forgotten  and 
personal  preferences  made  secondary  to 
the  all-important  need  of  the  Nation. 

While  there  were  many  differences  of 
opinion  to  be  reconciled  by  deliberation, 
I  take  great  pride  in  the  fact  that  never 
once  was  there  shown  the  slightest  de¬ 
gree  of  partisanship  in  the  discussion  of 
the  bill  or  in  the  votes  taken  by  the  com¬ 
mittee.  No  observer  of  our  deliberations 
could  have  ascertained  from  the  actions 
of  the  members  any  indications  of  their 
party  affiliations. 

The  minority  members  of  our  commit¬ 
tee  who  have  cooperated  wholeheartedly 
and  unselfishly  in  the  preparation  of  the 
bill  are  entitled  to  as  much  credit  and 
have  the  same  responsibility  for  what  the 
bill  contains  as  the  majority  members. 
Also  the  Treasury  staff,  headed  by  Hon. 
John  Sullivan,  Assistant  Secretary  of  the 
Treasury,  and  our  staff  on  internal-reve¬ 
nue  taxation,  under  the  leadership  of 
Hon.  Colin  F.  Stam,  chief  of  staff,  have 
worked  day  and  night  in  the  preparation 
of  the  bill.  Great  assistance  has  been 
rendered  also  by  the  legislative  counsel, 
Mr.  Beaman,  and  his  very  able  lieu¬ 
tenants. 

The  bill  is  without  parallel  in  the 
amount  of  revenue  it,  in  conjunction  with 
the  taxes  under  existing  law,  will  pro¬ 
vide.  It  lays  a  substantial  increased  bur¬ 
den  upon  the  American  people  and  will 
entail  considerable  sacrifice.  However,  I 
feel  certain  that  the  American  people 
place  no  dollar  sign  on  their  liberty  and 
freedom,  and  will  uncomplainingly  bear 
any  burden  that  is  considered  necessary 
to  assure  to  them  and  their  posterity  the 
blessings  of  liberty  and  freedom  wrought 
out  by  our  forefathers. 

The  figure  of  three  and  a  half  billions 
of  dollars,  which  is  the  amount  proposed 
to  be  raised  by  the  present  bill,  was  ar¬ 


rived  at  in  a  conference  where  repre¬ 
sentatives  of  the  Committee  on  Ways 
and  Means,  the  Committee  on  Finance, 
and  the  Treasury  officials  participated, 
and  will  be  the  total  added  burden  to  our 
present  taxes  that  we  felt  could  be  safely 
laid  upon  our  economy  at  the  present 
time. 

Your  committee  deliberated  over  the 
measure  for  more  than  3  months.  It 
held  public  hearings  covering  a  period 
of  about  5  weeks,  during  which  more 
than  200  witnesses  appeared.  Everyone 
was  heard  who  so  requested-  The  hear¬ 
ings  contain  more  than  1,800  pages. 
More  than  300  briefs,  letters,  and  tele¬ 
grams  were  received  and  incorporated 
in  the  record. 

Of  course,  the  bill  does  not  represent 
the  precise  views  of  any  member  of  the 
committee,  but  it  does  represent  the  com¬ 
posite  judgment  of  our  committee.  It 
is  impossible  to  raise  three  and  one-half 
billion  dollars  in  additional  taxes  and 
please  everybody.  Frequently  those  who 
know  least  about  the  subject  or  those 
who  have  given  it  little  or  no  study  are 
the  most  vocal  in  their  criticism. 

In  general,  the  bill  adopts  a  middle 
course.  Extremes  have  been  avoided, 
and  no  fanciful  or  fantastic  plans  are  in¬ 
corporated  in  its  provisions.  We  sought 
earnestly  to  lay  the  increased  and  added 
burdens  where  they  could  be  borne  with 
the  least  hardship,  and  every  effort  was 
made  to  distribute  the  load  fairly  and 
equitably  among  the  various  types  and 
classes  of  taxpayers. 

Rates  in  the  top  brackets  of  our  tax 
schedules  are  already  very  high,  and,  be¬ 
cause  of  the  comparatively  small  number 
of  taxpayers  in  the  highest  income 
brackets,  increased  rates  there  would 
produce  very  little  additional  revenue. 

The  bill  increases  personal  income 
taxes,  corporation  taxes,  including  the 
excess-profits  taxes,  gift  and  estate  taxes, 
and  excise  taxes  imposing  some  new  ex¬ 
cise  levies. 

It  is  estimated  that  of  the  $3,500,- 
000,000,  that  $2,475,000,000  will  be  de¬ 
rived  from  corporate  and  individual  in¬ 
come  taxes,  $152,000,000  additional 
from  estate  and  gift  taxes,  and  about 
$900,000,000  from  excise  taxes.  The  table 
on  pages  3  and  4  of  the  report  sets  out 
in  detail  the  items  contained  in  the  bill 
and  the  expected  revenue  therefrom. 
The  figures  contemplate  a  full  year  of 
operation. 

Due  consideration  has  been  given  by 
our  committee  to  the  economic  and  social 
effects  of  the  increased  levies.  There  was 
continually  kept  in  mind  the  need  of 
preventing  any  disruption  of  our  econ¬ 
omy  and  also  the  supplying  of  needed 
restraint  upon  inflationary  tendencies. 

The  bill,  like  every  tax  bill,  has  its 
measure  of  complexity  but,  on  the  whole, 
it  is  less  technical  than  most  of  the 
prior  bills  reported  by  our  committee. 
Certain  provisions  of  the  bill  can  be 
readily  and  easily  understood  by  a  sim¬ 
ple  reading  of  the  text,  but  for  an  un¬ 
derstanding  of  other  parts  it  will  be  nec¬ 
essary  to  refer  to  the  committee  report 
for  explanation  and  examples. 

Except  for  the  technical  changes  nec¬ 
essary  to  carry  out  the  increased  rates 
and  changed  bases,  the  bill  is  confined  to 
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rate  structures  and  other  direct  provi¬ 
sions  calculated  to  yield  additional  reve¬ 
nue.  Because  of  the  necessity  for  let¬ 
ting  the  American  people  know  as  soon 
as  possible  what  to  expect  in  the  way  of 
new  and  added  taxes,  it  was  felt  that  this 
bill  should  be  restricted  to  the  rate  struc¬ 
tures  necessary  to  produce  the  desired 
revenue.  It  is  hoped  that  this  bill  can 
be  followed  by  a  technical  bill,  designed 
to  take  care  of  many  needed  changes  in 
the  Internal  Revenue  Code. 

For  a  year  of  full  operation  the  bill 
will  produce  additional  revenue  as  fol¬ 
lows:  Individual  income  taxes,  $1,152,- 
000,000;  corporation  income  taxes,  $124,- 
600,000;  corporation  excess-profits  taxes, 
$1,198,300,000. 

In  that  connection,  the  excess-profits 
tax  as  contained  in  existing  law  would 
yield  on  1941  incomes  about  $1,026,- 
000,000,  without  the  increases  contained 
in  the  bill.  So  those  of  you  who  may 
think  we  have  dealt  too  gently  or  too  ten¬ 
derly  with  the  matter  of  excess-profits 
taxes  will  see  that  we  have  endeavored 
as  far  as  we  could  to  see  that  no  mil¬ 
lionaires  are  made  as  a  result  of  this 
great  national  emergency. 

Estate  taxes,  $135,900,000;  gift  taxes, 
$16,000,000. 

The  capital-stock  tax  we  have  in¬ 
creased  from  $1.10  to  $1.25  per  thou¬ 
sand,  or  a  capital-stock  tax  increase  of 
$22,300,000. 

Manufacturers’  and.  retailers’  excise 
taxes,  $514,900,000;  miscellaneous  taxes, 
$365,200,000;  or  a  total  increase  of  $3,- 
529,200,000. 

The  yield  for  the  fiscal  year  1942, 
under  the  nresent  tax  law,  is  estimated 
to  be  $9,400,000,000. 

Now,  it  is  estimated  that  our  appro¬ 
priations  for  the  fiscal  year  1942,  as  far 
as  we  can  see  now,  for  normal  and 
national-defense  purposes,  will  amount 
to  about  $22,000,000,000.  This  approxi¬ 
mately  $13,000,000,00  is  60  percent  of 
that  amount. 

During  the  World  War  we  only  at¬ 
tempted  to  raise  about  33  M3  percent,  but 
under  this  bill  the  total  amount  raised, 
when  this  bill  is  in  full  effect,  by  taxation, 
will  be  as  I  have  said,  about  $13,000,000,- 
000. 

Mr.  KNUTSON  rose. 

Mr.  DOUGHTON.  You  can  thus  see 
that  we  endeavored  as  far  as  we  rea¬ 
sonably  and  safely  could,  within  an 
amount  which  we  felt  the  American  tax¬ 
payers  could  reasonably  bear,  to  take 
care  of  this  larger  percentage  of  both 
our  normal  and  emergency  expenditures. 

Mr.  Chairman,  I  yield  to  my  distin¬ 
guished  friend  from  Minnesota. 

Mr.  KNUTSON.  The  gentleman  has 
covered  the  point  I  was  going  to  men¬ 
tion,  which  was  that  this  bill  raises  more 
money  than  we  raised  in  taxes  during 
the  first  World  War. 

Mr.  DOUGHTON.  Undoubtedly,  and 
with  a  much  higher  percentage  of  ex¬ 
penditures. 

This  bill  deals  with  individual  income 
taxes,  corporation  taxes,  gift  and  estate 
taxes,  and  excise  taxes.  With  respect  to 
the  individual  income  tax,  the  increases 
are  accomplished  through  the  surtax 
rates  rather  than  through  the  normal 
tax  rates.  The  surtax,  provided  by  the 


bill,  applies  to  the  first  dollar  of  net 
income  in  excess  of  the  personal  exemp¬ 
tion  and  credit  for  dependents,  while, 
under  existing  law,  the  first  $4,000  of 
surtax  net  income  is  not  taxed.  The  sur¬ 
tax  rates  begin  at  5  percent  instead  of 
4  percent,  and  are  graduated  steeply  so 
as  to  effect  a  substantial  increase  in  the 
lower  and  middle  brackets. 

For  example,  a  single  man  with  no  de¬ 
pendents  and  a  net  income  of  $1,000  pays 
$4.40,  or  about  one-half  of  1  percent  of 
his  net  income,  under  existing  law.  Un¬ 
der  the  bill  he  would  pay  $15.40,  or  about 
1  Vz  percent.  If  he  makes  $5,000,  he 
would  pay  $171.60,  or  about  3M2  percent 
under  present  law,  while  under  the  bill 
he  would  pay  $473,  or  about  9  M2  percent 
of  his  net  income.  Should  he  make  $10,- 
000,  his  present  tax  would  be  $686.40,  or 
almost  7  percent.  Under  the  bill,  he 
would  be  charged  $1,469.60,  or  almost  15 
percent. 

A  married  man  with  no  dependents, 
whose  income  is  $2,500,  would  pay  under 
existing  law  $11,  or  less  than  one-half 
of  1  percent.  Under  the  bill  he  would 
pay  $38.50,  or  IV2  percent  of  his  net  in¬ 
come.  If  he  made  $5,000,  he  would  pay 
$110,  or  a  little  more  than  2  percent  un¬ 
der  existing  law,  while  under  the  bill  he 
would  pay  $308,  or  about  6  percent.  With 
an  income  of  $10,000  he  would  pay  $528, 
or  a  little  more  than  5  percent  under 
present  law.  Under  the  bill,  he  would 
pay  $1,166,  or  almost  12  percent. 

These  examples  will  give  a  general  idea 
of  the  proportion  of  the  income-tax  in¬ 
creases  in  the  lower  brackets. 

Your  committee  did  not  deem  it  desir¬ 
able  to  reduce  the  personal  exemption 
and  credit  for  dependents.  No  action 
was  taken  in  this  respect  despite  a  con¬ 
siderable  sentiment  for  broadening  the 
income-tax  base  by  decreasing  exemp¬ 
tions  and  credits.  Very  careful  attention 
was  given  to  this  proposition,  but  it  has 
been  clearly  demonstrated  that  the  bulk 
of  the  additional  revenue  to  be  derived 
from  such  action  would  not  be  secured 
from  new  taxpayers  but  would  be  paid  by 
persons  already  liable  to  tax. 

Last  year  we  lowered  the  personal  ex¬ 
emption  of  married  persons  from  $2,500 
to  $2,000,  and  of  single  persons  from 
$1,000  to  $800.  This  exemption  for  mar¬ 
ried  persons  is  as  low  as  it  has  ever  been 
in  our  income-tax  history,  even  during 
the  World  War  period.  For  single  per¬ 
sons,  the  persona]  exemption  is  $200 
lower  than  it  has  ever  been. 

Our  action  in  this  respect  last  year 
produced  8,000,000  new  tax  returns  but 
less  than  2,000,000  new  taxpayers.  From 
these  new  taxpayers  about  $12,000,000 
was  derived,  but  it  cost  $8,000,000  to 
handle  their  returns.  Thus,  as  regards 
new  taxpayers,  the  Government  derived 
a  net  benefit  of  about  $4,000,000  from 
approximately  2,000,000  taxpayers.  At 
the  same  time,  this  broadening  of  the 
base  served  to  get  a  substantially  in¬ 
creased  amount  from  persons  who  were 
already  liable  for  income  taxes.  In  the 
present  bill  we  have  reached  this  latter 
class  by  increased  rates  and  the  former  by 
increased  and  added  new  excise  taxes. 

The  bill  as  reported  by  your  committee 
contains  a  provision  requiring  husband 
and  wife  living  together  to  report  their 


income  in  a  single  joint  return  and  to 
compute  their  tax  on  their  combined  in¬ 
come,  instead  of  allowing  each  to  file  a 
separate  return  as  now  allowed  by  existing 
law.  It  should  be  noted,  however,  that 
the  tax  liability  at  the  request  of  either 
spouse,  may  be  allocated  proportionately 
between  them. 

This  provision  has  aroused  more  oppo¬ 
sition,  it  seems,  than  any  other  item  in 
the  bill,  whereas,  in  my  opinion,  it  should 
have  received  the  unanimous  approval  of 
the  country. 

Much  of  this  opposition  is  no  doubt  in¬ 
spired  by  those  who,  when  this  provision 
is  enacted  into  law,  will  no  longer  enjoy 
a  special  tax  privilege  at  the  expense  of 
the  vast  majority  of  individual  income 
taxpayers  of  the  Nation. 

Under  the  present  law  if  the  entire  in¬ 
come  of  the  family  is  earned  by  the  hus¬ 
band  the  family  is  required  to  pay  a 
greater  tax  than  a  family  with  a  like 
amount  of  income  divided  between  the 
husband  and  wife.  For  example,  a  fam¬ 
ily  having  a  net  income  of  $10,000,  all 
earned  by  the  husband,  would  be  required 
to  pay,  under  the  rates  proposed  by  this 
bill,  $286  more  than  another  family  hav¬ 
ing  the  same  amount  of  net  income,  one- 
half  of  which  was  earned  by  the  wife. 
Under  the  mandatory  joint-return  provi¬ 
sion  of  this  bill  both  families  would  pay 
the  same  amount  of  tax.  How  can  any¬ 
one  object  to  this  fair  and  impartial 
treatment? 

Likewise,  families  living  in  different 
sections  of  the  country  under  present  law 
pay  a  different  tax  on  the  same  amount  of 
net  income  merely  because  they  happen 
to  be  residents  of  a  particular  State.  For 
example,  with  respect  to  families  living  in 
North  Carolina  or  any  of  38  other  States 
in  the  Union,  the  husband  earning  a  sal¬ 
ary  of  $10,000  pays  income  tax  on  the 
entire  $10,000.  Whereas  in  California, 
Texas,  Louisiana,  Washington,  Nevada, 
Idaho,  Oklahoma,  New  Mexico,  or  Ari¬ 
zona,  he  pays  tax  on  $5,000  and  his  wife 
pays  tax  on  the  remaining  $5,000,  thus 
bringing  their  net  income  into  lower 
surtax-rate  brackets. 

The  present  law  also  discriminates 
against  a  family  living  in  a  non-commu- 
nity-property  State  receiving  all  or  a 
greater  part  of  the  income  from  earnings, 
as  contrasted  with  a  family  receiving  all 
or  the  greater  part  of  its  income  from 
investments. 

The  committee  feels  that  the  division  of 
income  between  husband  and  wife  as  a 
tax-saving  device  has  no  equitable  basis, 
as  it  results  in  an  unequal  distribution  of 
the  tax  burden  as  between  families.  The 
enactment  of  the  mandatory  joint-return 
provision  contained  in  the  pending  bill 
will  result  in  a  more  equitable  distribution 
of  the  tax  burden.  It  will  also  remove 
the  existing  discrimination  against 
earned  income  in  favor  of  investment  in¬ 
come,  and  make  the  Federal  income-tax 
law  applicable  to  all  taxpayers  alike 
regardless  of  State  lines. 

Some  commentators  and  others  have 
sought  to  leave  the  impression  that  the 
mandatory  joint-return  provision  will 
resuit  in  placing  this  additional  tax 
burden  principally  upon  the  small- 
income  taxpayers  of  the  country.  As  a 
matter  of  fact,  it  will  not  affect  a  family, 
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having  no  dependents,  unless  its  income 
is  in  excess  of  $4,000;  and  for  each  de¬ 
pendent,  the  net  income  would  have  to 
be  increased  by  $400  before  the  joint- 
return  provision  would  result  in  an  in¬ 
crease  in  tax. 

I  want  to  emphasize  as  strongly  as  I 
can  that  this  is  not  a  community-prop¬ 
erty  issue,  that  it  applies  to  all  48  States 
alike,  and  that  it  merely  seeks  to  place 
the  taxpayers  of  all  of  our  48  States  on 
the  same  tax  basis.  It  will  only  affect 
those  most  able  to  pay. 

However,  since  our  friends  from  the 
community-property  States  have  taken 
the  leadership  in  opposition  to  the  joint- 
return  provision,  I  want  to  call  their  at¬ 
tention  to  the  fact  that  when  we  give 
special  tax  privilege  to  some  families, 
other  families  and  taxpayers  not  enjoy¬ 
ing  such  privilege  must  necessarily  pay 
more  than  they  would  otherwise  have  to 
pay.  I  want  to  call  their  attention  to  the 
table  on  page  16  of  the  committee  report 
which  shows  that  in  the  State  of  Cali¬ 
fornia,  the  213,009  families  already 
voluntarily  filing  joint  returns  must 
necessarily  pay  more  in  taxes  if  we  con¬ 
tinue  to  allow  a  special  tax  privilege  to 
the  28,580  families  now  filing  separate 
returns.  In  Texas,  99,248  families  must 
pay  more  in  order  that  17,267  families 
might  enjoy  special  tax  privilege.  In  the 
eight  community-property  States  for 
which  statistics  are  available,  307,173 
families  must  pay  more  in  order  that  60,- 
434  families  can  continue  to  enjoy  a 
special  tax  privilege.  You  will  also  note 
from  this  table  that  the  2,866,026  families 
now  voluntarily  filing  joint  returns  in  the 
United  States  are  necessarily  paying 
more  in  order  that  175,026  families  filing 
split  income-tax  returns  might  enjoy  this 
tax  advantage. 

I  have  had  a  table  prepared,  which  I 
will  insert  in  my  remarks  at  this  point, 
showing  the  total  number  of  income-tax 
returns  filed  in  1938,  by  States,  those 
filed  by  single  persons  and  nonheads  of 
families,  as  well  as  by  families.  This 
table  will  show  the  number  of  returns 
that  will  be  affected  by  the  mandatory 
joint-return  provision,  or  in  other  words, 
those  who  are  receiving  special  tax 
privileges  as  compared  with  those  who 
are  now  being  penalized  in  favor  of 
those  affected  by  the  joint-return  group 
to  the  total. 

Total  number  of  individual  income-tax  re¬ 
turns  filed  in  1938  by  single  persons,  mar¬ 
ried  couples  filing  joint  and  separate  re¬ 
turns,  nonheads  of  families,  and  community 
property  returns,  by  States 


State 

Total 
number 
of  re¬ 
turns 
filed 

Num¬ 
ber  re¬ 
turns 
receiv¬ 
ing  tax 
advan¬ 
tage  1 

Number 
returns 
receiving 
no  tax 
advan¬ 
tage  2 

Percent  of  total 

Receiv¬ 
ing  tax 
advan¬ 
tage 

Receiv¬ 
ing  no 
tax  ad¬ 
vantage 

Ala . 

39, 010 

1.536 

37,  474 

3.9 

96.1 

Ariz _ 

20, 147 

2,522 

17,  925 

12.3 

87.7 

Ark _ 

19, 027 

767 

18.860 

3.9 

96. 1 

Calif . 

523.  696 

57, 161 

466,  535 

10.9 

89.1 

Colo _ 

41.701 

1,878 

39,  823 

4.5 

95.5 

Conn . 

130,  880 

7,065 

123,  815 

5.4 

94.6 

Del . 

16,  557 

1,  369 

15,188 

8.3 

91.7 

1  Group  consists  of  community  property  returns  and 
separate  returns  of  husbands  and  wives  living  together. 

1  Group  consists  of  joint  returns  of  husbands  and  wives 
living  together,  and  single  men  and  women,  and  married 
men  and  women,  not  living  together,  who  are  heads  of 
families,  or  nonheads  of  families. 


Total  number  of  individual  income-tax  re¬ 
turns  filed  in  1938  by  single  persons,  mar¬ 
ried  couples  filing  joint  and  separate  re¬ 
turns,  nonheads  of  families,  and  community 
property  returns,  by  States — Continued 


Statr 

Total 
number 
of  re¬ 
turns 
filed 

Num¬ 
ber  re¬ 
turns 
receiv¬ 
ing  tax 
advan¬ 
tage 

Number 
returns 
receiving 
no  tax 
advan¬ 
tage 

Percent  of  total 

Receiv¬ 
ing  tax 
advan¬ 
tage 

Receiv¬ 
ing  no 
tax  ad¬ 
vantage 

Dist.  Col.. 

113,425 

5, 004 

108,  421 

4.4 

95.6 

.Fla. . 

55,  940 

4,267 

51,  673 

7.6 

92.4 

Ga... . 

58,  003 

2.  749 

55,  254 

4.7 

95.3 

Hawaii.... 

18,  893 

1,017 

17,  876 

5.4 

94.6 

Idaho _ 

13,  223 

1,713 

11,  510 

13.0 

87.0 

111.. . 

493,  482 

20.546 

472,  936 

4.2 

95.8 

Ind . 

121,  539 

3,964 

117,  575 

3.3 

96.  7 

Iowa . 

74,  t,00 

2,  446 

72,  454 

3.3 

96.7 

Kans . 

51,  730 

2,007 

49,  723 

3.9 

96. 1 

Ey . 

53,  453 

2,  695 

50,  758 

5.0 

95.0 

La.. . 

59,  019 

10,  399 

48.  620 

17.6 

82.4 

Maine . 

26,  676 

1,331 

25,  345 

5.0 

95.0 

Md. . 

134,  637 

6,351 

128,  286 

4.7 

95.3 

Mass . 

297,  080 

17, 183 

280,  497 

5.8 

94.2 

Mich . 

273,  678 

9,243 

264,  435 

3.4 

96.6 

Minn . 

107.  238 

4,066 

103, 172 

3.8 

96.  2 

Miss _ 

19.  823 

925 

18,  898 

4.7 

95.3 

Mo . 

143,  662 

6,067 

137,  595 

4.2 

95.8 

Mont _ 

27,  976 

551 

27,  425 

2.0 

98.0 

Nebr . 

39,209 

1,331 

37,  878 

3.4 

96.6 

Nev . 

8,  969 

918 

8,  051 

10.2 

89.8 

N.  H . 

20,  93G 

1,093 

19,  843 

5.2 

94.8 

N.  J. . 

301,  186 

13,  481 

2S7,  705 

4.  5 

95.5 

N.  Mcx... 

13.  690 

1,  900 

11,  700 

13.9 

86. 1 

N.  Y _ 

1,  052,  402 

53.  955 

998,  447 

5. 1 

94.9 

N.  C . 

50,  224 

2, 993 

47,  231 

6.0 

94.0 

N.  Dak... 

11,418 

312 

1 1, 106 

2.7 

97  3 

Ohio _ 

343,  532 

12,  5C5 

330,  967 

3.7 

96.3 

Okla . 

55,  762 

3,360 

52,  <02 

6.0 

94.0 

Oreg . 

53,  584 

1,609 

51.  975 

3.0 

97.0 

Pa . 

499,  S85 

19,  036 

480,  849 

3.8 

96.2 

R.  I . 

40,  758 

1,  744 

39,014 

4.3 

95.7 

S.  C_ . 

24,000 

1,  078 

22,  922 

4.5 

95.5 

S.  Dak.... 

11,  757 

299 

11,458 

2.5 

97.5 

Tenn _ 

57,861 

2,  194 

55,  667 

3.8 

96.2 

Tex . 

205,  £54 

34,  534 

170,  720 

16.8 

83.2 

Utah _ 

19,  177 

722 

18,  455 

3.8 

96.  2 

Vt . 

13,  563 

462 

13,  101 

3.4 

96.6 

Va... . 

72,  217 

2,755 

69,  462 

3.8 

96.2 

Wash. : _ 

106,  472 

11,884 

94,  588 

11.2 

88.8 

W.  Va.... 

53,  744 

1,  760 

51,  984 

3.3 

90.7 

Wis . 

146,  565 

6,  051 

140,  514 

4.  1 

95.9 

Wyo . 

11,  716 

356 

11,  360 

3.0 

97.0 

Total... 

6, 150,  776 

351,  214 

5, 799,  562 

5.7 

94.3 

s  Includes  Alaska. 


For  example,  I  find  that  in  my  home 
State  of  North  Carolina,  47,231  persons 
filing  income-tax  returns  in  1938  are  be¬ 
ing  required  to  contribute  more  in  order 
that  2,993  might  file  separate  returns  and 
thereby  reduce  their  tax  liability.  In 
the  State  of  Ohio,  330,967  are  being  asked 
to  contribute  more  in  order  that  12,565 
might  continue  to  enjey  a  special  tax  ad¬ 
vantage;  here  in  the  District  of  Columbia, 
108,421  taxpayers,  many  of  whom  are 
$1,200  and  $1,400  Government  typists 
and  clerks,  are  being  asked  to  contribute 
more  in  order  that  5  004  husbands  and 
wives,  many  no  doubt  also  on  the  Govern¬ 
ment  pay  roll,  might  be  allowed  to  con¬ 
tinue  to  file  separate  returns  and  enjoy 
a  special  tax  privilege. 

There  has  also  been  considerable  criti¬ 
cism  of  this  provision  on  the  ground  that 
it  does  away  with  the  rights  of  married 
women  and  reduces  them  to  their  former 
state  as  the  chattel  of  the  husband. 
Nothing  could  be  further  from  the  truth, 
and  those  using  that  argument  have  obvi¬ 
ously  given  no  study  to  the  provisions  of 
the  bill  relating  to  joint  returns.  If  a 
married  woman’s  property  rights  are  in 
any  way  affected  by  this  provision,  they 
are  stiengthened,  not  weakened,  because 
she  and  her  husband  are  placed  on  ex¬ 
actly  the  same  footing  and  are  treated  as 
equals  for  tax  purposes. 


Simply  stated,  your  committee  has  done 
nothing  except  to  determine  upon  a  new 
base  for  the  computation  of  the  tax 
liability  of  each  partner  to  the  marital 
community,  and  in  so  doing  has  put  them 
on  a  par  with  other  taxpayers  and  has 
closed  a  glaring  loophole  in  our  existing 
law.  Before  leaving  this  subject,  I  should 
like  to  insert  at  this  point  the  following 
letter,  which  eloquently  sums  up  the 
arguments  for  this  proposition: 

Lord,  Day  &  Lord, 

New  York,  N.  Y.,  July  17,  1941. 
Hon.  Robert  Doughton, 

Chairman,  Ways  and 
Means  Committee, 

House  of  Representatives, 

Washington,  D.  C. 

Sir:  Upon  my  return  from  vacation  It  was 
brought  to  my  attention  that  there  ap¬ 
peared  in  the  New  York  Times  on  July  5, 
1941,  a  statement  to  the  effect  that  the  Com¬ 
mittee  on  Taxation  of  the  New  York  State 
Bar  Association,  of  which  I  am  a  member, 
had  made  a  report  opposing  compulsory  joint 
income-tax  returns  for  husbands  and  wives. 
I  was  away  at  the  time  this  report  was  made 
and  hence  did  not  have  an  opportunity  to 
register  my  dissent.  I  write  to  go  on  record 
to  the  effect  that  I  am  in  favor  of  requiring 
joint  returns  from  husbands  and  wives.  I 
have  already  said  so  in  an  article  which  I 
wrote  for  the  spring  1940  issue  of  Law  and 
Contemporary  Problems  entitled  “The  Prob¬ 
lem  of  Personal  Income-Tax  Avoidance” 
(pp.  252-253  and  264).  In  fact,  I  went  fur¬ 
ther  and  suggested  that  husbands  and  wives 
and  minor  children  living  together  be  re¬ 
quired  to  file  composite  returns. 

Stated  briefly,  my  reasons  for  favoring 
compulsory  joint  returns  are  as  follows: 

1.  I  see  no  other  politically  practicable 
method  of  eliminating  the  unfair  advantage 
enjoyed  by  residents  of  community  property 
States.  Obviously,  there  is  no  sound  foun¬ 
dation  for  a  rule  which  makes  the  Federal 
income  tax  depend  upon  where  the  taxpay¬ 
er  lives  and  which  requires  a  married  couple 
living  in  New  York,  for  example,  to  pay  a 
much  higher  tax  than  if  they  lived  in  Cali¬ 
fornia.  (This  assumes,  of  course,  that  one 
spouse  earned  all  or  nearly  all  of  the  in¬ 
come.) 

2.  I  see  no  reason  why  there  should  be  an 
income  tax  disparity  between  a  family  where 
the  husband  is  the  sole  source  of  income 
and  a  family  where  the  wife  contributes.  The 
family,  generally  speaking,  will  spend  ap¬ 
proximately  the  same  amount  for  rent,  food, 
support  of  children,  etc.,  whether  its  income 
stems  entirely  from  the  husband  or  derives 
in  part  from  the  wife.  Why  should  not  its 
income-tax  bill  likewise  be  the  same? 

3.  I  do  not  know  of  any  persuasive  argu¬ 
ments  against  compulsory  joint  returns.  All 
the  emotional  claptrap  that  has  appeared  in 
the  newspapers  about  the  sanctity  of  mar¬ 
riage,  religion,  and  morals  is  drivel.  None  of 
the  commentators  has  bothered  to  point  out 
that  compulsory  joint  returns  have  been  re¬ 
quired  under  British  income-tax  law  for  a 
long,  long  time,  and  no  one  has  argued  that 
this  requirement  has  seriously  increased  the 
British  divorce  rate  or  impaired  British 
morals. 

In  the  aggregate,  taxes  are  not  avoided. 
The  Government  must  have  money  to  exist, 
and  it  must  obtain  at  least  a  part  of  this 
money  by  taxation.  If  one  taxpayer  con¬ 
tributes  less  than  his  share,  it  simply  means 
that  all  other  taxpayers  must  pay  more.  If 
the  people  in  the  non-community-property 
States  were  made  to  realize  that  they  are  re¬ 
quired  to  pay  higher  income  taxes  because 
the  people  in  the  community-property  States 
enjoy  tax  privileges,  they  would  be  less  likely 
to  oppose  compulsory  returns.  Moreover,  in 
the  vast  majority  of  families  in  this  country, 
practically  all  of  the  family  income  is  earned 
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by  the  husband.  If  Joint  returns  are  not  re¬ 
quired,  the  families  of  this  vast  majority  will 
have  to  pay  a  higher  tax  than  the  families 
In  the  minority  group.  Thus,  if  John  and 
Mary  have  an  income  of  $10,000  per  annum, 
all  of  which  is  earned  by  John,  they  would 
under  the  proposed  1941  rates  pay  a  tax  of 
$1,100.  But  if  Henry  earns  $5,000  a  year  and 
his  wife,  Elizabeth,  received  $5,000  of  income 
from  property  which  she  has  inherited  or 
which  Henry  has  perhaps  given  her,  the  ag¬ 
gregate  tax  would  be  only  $840.  Thus  John 
and  Mary  would  pay  a  tax  30  percent  greater 
than  that  of  Henry  and  Elizabeth,  even 
though  each  family  had  the  same  aggregate 
income  and  enjoyed  the  same  standard  of 
living. 

The  argument  that  compulsory  joint  re¬ 
turns  would  penalize  marriage  and  discourage 
home  building  is,  to  my  mind,  sheer  non¬ 
sense.  Any  prospective  marriage  which  is 
broken  up  because  of  the  possibility  of  higher 
income  taxes  is  probably  not  worth  very 
much.  Moreover,  compulsory  joint  returns 
might  encourage  marriage  between  a  rich 
spouse  and  a  poor  one,  and  I  have  never 
heard  anyone  complain  that  this  is  an  unde¬ 
sirable  result. 

I  hope  that  your  committee  will  stick  to 
its  guns  and  that  it  will  not  be  influenced  by 
the  hue  and  cry  of  those  who  are  not  disin¬ 
terested  and  those  who  are  uninformed. 

In  view  of  the  fact  that  I  am  chairman  of 
the  taxation  committee  of  the  association  of 
the  bar  of  the  city  of  New  York,  I  add  that 
the  views  expressed  above  are  my  personal 
views  and  not  those  of  the  committee. 

Respectfully, 

Harry  J.  Rudick. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  myself  10  additional  minutes. 

Bear  in  mind  that  if  this  mandatory 
joint  return  provision  is  stricken  out  it 
means  we  must  find  some  other  means 
of  raising  this  $304,000,000.  I  wish  some¬ 
one  would  tell  me  where,  with  as  little 
burden,  we  can  raise  this  amount  of  ad¬ 
ditional  revenue  which  we  would  have  to 
raise  if  this  provision  is  not  retained  in 
the  bill.  It  will  have  to  be  raised  by  in¬ 
creasing  other  taxes  or  by  the  imposition 
of  new  taxes  or  we  shall  fall  short  of 
reaching  the  goal  we  set  out  to  reach.  If 
anyone  can  tell  me  where  we  can  raise 
this  $304,000,000  I  will  yield  to  him  for 
that  purpose. 

Mr.  GIFFORD.  Would  the  gentleman 
like  for  me  to  tell  him? 

Mr.  DOUGHTON.  I  certainly  would; 
but  bear  in  mind  I  said  with  as  little  bur¬ 
den — and  I  must  ask  the  gentleman  to  do 
it  briefly. 

Mr.  GIFFORD.  Oh,  yes;  very  briefly; 

yes. 

What  about  these  bonds  and  stocks 
that  pay  no  dividends  and  no  taxes?  My 
real  estate  pays  no  dividends  but  is  taxed 
at  $30  a  thousand.  I  have  advocated 
this  bond  tax,  but  the  gentleman’s  party 
pays  no  attention  to  me.  Why  do  you 
not  do  it? 

Mr.  DOUGHTON.  I  did  not  write  the 
tax  bill  myself,  I  may  say  to  the  gentle¬ 
man  from  Massachusetts;  and  if  I  had,  it 
would  not  have  been  as  good  a  bill  as  it 
is;  it  would  have  been  much  more  im¬ 
perfect.  In  our  deliberations  in  the  com¬ 
mittee  we  did  not  feel  that  at  this  time 
we  had  sufficient  information  to  deal  with 
the  subject.  I  may  say  to  my  distin¬ 
guished  friend  from  Massachusetts  that 
before  we  impose  any  tax  we  endeavor  to 
get  as  full  information  as  we  can  as  to 
the  equity  of  the  tax  and  its  effect  upon 


those  who  will  have  to  pay  it.  We  did  not 
have  sufficient  information  before  us  to 
deal  with  such  a  tax  in  this  revenue  act. 
How  much  revenue  does  the  gentleman 
estimate  such  a  tax  would  yield? 

Mr.  GIFFORD.  I  submit  to  the  gen¬ 
tleman  that  if  it  were  taxed  at  $3  per 
thousand,  as  it  ought  to  be,  income  from 
the  tax-exempt  stocks  and  bonds  would 
be  sufficient  so  that  the  committee  could 
probably  get  the  whole  $3,500,000,000 
from  that  source  alone.  We  have  argued 
that  here  before.  I  have  taken  it  up 
time  and  time  again. 

Mr.  DOUGHTON.  I  appreciate  the 
gentleman’s  suggestion.  I  do  not  take 
any  exception  to  the  gentleman’s  state¬ 
ment.  I  always  appreciate  any  sugges¬ 
tion,  especially  when  it  comes  from  so 
able  a  Representative  as  my  good  friend 
from  Massachusetts.  Mr.  Stam,  here, 
chief  counsel  of  our  committe,  and  chief 
of  the  staff  of  the  Committee  on  Internal 
Revenue  Taxation,  has  given  the  subject 
much  study.  He  states  it  would  be  a 
direct  tax  and  would  be  unconstitutional; 
that  the  only  way  we  could  do  it,  the  only 
way  we  could  provide  legal  authority  for 
it,  would  be  by  way  of  constitutional 
amendment;  and  the  gentleman  knows 
we  could  not  adopt  a  constitutional 
amendment  in  time  to  meet  this  emer¬ 
gency. 

I  hope  that  is  a  satisfactory  answer. 

Mr.  GIFFORD.  I  thank  the  gentle¬ 
man.  I  have  debated  this  time  and  again. 
I  cannot  accept  the  gentleman’s  explana¬ 
tion  that  it  would  be  unconstitutional, 
because  under  the  present  Supreme  Court 
we  do  not  know  what  is  unconstitutional. 
We  never  did  consider  that. 

Mr.  DOUGHTON.  We  had  no  opin¬ 
ion  from  the  Supreme  Court  of  the  United 
States,  but  we  have  an  opinion  from  our 
own  supreme  court,  our  own  counsel. 
This  is  no  reflection  on  the  Supreme 
Court,  but  I  doubt  if  many  men  on  the 
Supreme  Court  of  the  United  States  or 
any  other  body  are  better  qualified  on 
tax  matters  to  render  a  safe,  wise,  sound 
decision  than  is  our  counsel. 

Mr.  GIFFORD.  I  grant  all  that. 

Mr.  DOUGHTON.  He  has  been  with 
it  day  and  night. 

Mr.  GIFFORD.  While  the  gentleman 
is  on  his  feet,  may  I  suggest  something 
else? 

Mr.  DOUGHTON.  Certainly  . 

Mr.  GIFFORD.  I  think  the  gentleman 
has  the  time.  I  wish  he  would  discuss 
the  argument  that  has  been  presented  to 
his  committee  on  consolidated  joint  re¬ 
turns  being  compulsory,  the  moral  argu¬ 
ment  that  has  been  presented  to  his  com¬ 
mittee.  Was  it  a  good  argument? 

Mr.  DOUGHTON.  I  do  not  think  it 
was  a  good  argument  at  all.  Those  who 
are  objecting  to  consolidated  joint  re¬ 
turns  are  doing  two  things:  In  the  first 
place,  they  have  a  most  widespread  pro¬ 
paganda  organization. 

Mr.  GIFFORD.  Would  it  bring  about 
immorality? 

Mr.  DOUGHTON.  No.  It  has  not  done 
so  in  Great  Britain  although  it  has  been 
a  part  of  their  income-tax  law  since  1914. 

Mr.  GIFFORD.  That  is  the  point.  I 
hear  this  argument:  Are  the  morals  of 
the  English  people  quite  up  to  ours  re¬ 
lating  to  women? 


Mr.  DOUGHTON.  I  am  sorry;  I  am 
not  an  authority  on  that.  May  I  say  to 
the  gentleman  that  this  subject  of  joint 
returns  will  be  discussed  in  detail  later, 
and  I  hope  the  gentleman  will  be  here. 

Mr.  GIFFORD.  I  want  to  discuss  that 
also. 

Mr.  DOUGHTON.  That  will  be  dis¬ 
cussed  by  the  gentleman  from  Indiana 
[Mr.  Boehne]  and  by  the  gentleman  from 
Oklahoma  [Mr.  Disney],  They  special¬ 
ized  on  that  subject  and  they  will  be  able 
to  answer  any  legal  questions  and  will 
be  able  to  make  a  legal  argument  or  any 
other  argument  that  is  pertinent. 

Mr.  GIFFORD.  I  am  very  much  in¬ 
terested  in  that  immorality  phase. 

Mr.  KNUTSON.  Will  the  gentleman 
yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Minnesota. 

Mr.  KNUTSON.  May  I  say  to  the  gen¬ 
tleman  from  Massachusetts  that  unfor¬ 
tunately  we  have  no  preachers  on  the 
committee  so  we  are  not  prepared  to 
discuss  the  moral  aspects  of  this  bill. 

Mr.  DOUGHTON.  That  will  be  cov¬ 
ered  by  other  gentlemen  of  the  com¬ 
mittee.  We  are  endeavoring  to  bring 
bout  equality  in  matters  of  taxation. 
What  justification  or  excuse  can  be  as¬ 
signed  for  a  man  in  California  situated, 
as  I  am,  with  a  salary  of  $10,000  a  year, 
with  no  dependents,  or  the  same  number 
of  dependents  I  have,  and  supporting  the 
Government  in  which  he  is  as  vitally  in¬ 
terested  as  I  am,  I  repeat,  what  justifi¬ 
cation  can  there  be  for  his  paying  less 
than  I  am  paying?  What  excuse  can 
we  offer  for  not  postponing  the  correc¬ 
tion  of  this  evil,  wherein  I  pay  $280  more 
on  the  same  salary  for  the  support  of 
the  same  Government  and  situated  ex¬ 
actly  the  same  as  he  is? 

I  do  not  know  of  any  reason  or  justifi¬ 
cation  for  it,  but  that  is  the  situation 
today.  In  the  State  of  California  and 
these  other  community-property  States, 
that  is  their  business,  so  far  as  the  States 
are  concerned,  but  it  is  our  business  also, 
so  far  as  raising  taxes  for  the  support  of 
the  Federal  Government  is  concerned. 
That  is  our  concern,  and  when  the  people 
of  the  United  States  understand  that 
only  5  percent  of  the  people  avail  them¬ 
selves  of  the  present  law  whereby  they 
can  make  separate  returns,  they  will  also 
realize  the  situation.  Five  percent  of  the 
married  couples  filing  income-tax  returns 
get  an  advantage  and  a  preference, 
thereby  lightening  their  tax  burden,  and 
to  the  extent  their  tax  burden  is  lightened, 
it  must  be  imposed  on  the  other  95  per¬ 
cent  of  married  couples  fifing  such  re¬ 
turns,  because  when  one  class  of  people 
pays  less  than  their  share,  another  class 
of  people  must  make  that  up  and  pay 
more  than  their  share.  How  can  we 
justify  continuing  that  system?  How 
can  the  Federal  Government  permit  a 
system  to  continue  whereby  5  percent, 
everyone  of  them  able  to  pay  Federal 
taxes,  have  an  advantage  and  preference, 
and  a  heavier  burden  must  be  placed  on 
the  other  95  percent? 

No  change  was  made  in  the  rate  of  the 
normal  tax  for  corporations.  However, 
in  lieu  of  an  increased  normal  tax,  there 
was  imposed  a  surtax  of  5  percent  on 
the  first  $25,000  of  surtax  net  income 
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and  6  percent  on  the  balance.  This  sur¬ 
tax  is  resorted  to  as  the  only  effective 
method  of  reaching  the  interest  from 
the  large  volume  of  partially  tax-exempt 
securities  held  by  corporations.  It  is  felt 
that  during  this  emergency  corporations 
receiving  liberty-bond  interest  should  be 
required  to  pay  at  least  this  small  amount 
for  the  support  of  the  Government. 

In  the  Second  Revenue  Act  of  1940, 
an  excess-profits  tax  was  laid  upon  cor¬ 
porations.  As  a  measure  of  excess  prof¬ 
its  a  credit  was  allowed  which  was  equal 
to  the  average-earnings  experience  of 
the  corporation  during  the  base  period 
or,  at  its  option,  8  percent  of  the  invested 
capital.  This  alternative  method  was 
designed  for  purposes  of  equity,  and  ex¬ 
perience  has  proved  that  it  is  essential  to 
the  prevention  of  hardships.  No  change 
has  been  made  in  the  allowance  of  this 
optional  method.  The  present  excess- 
profits  tax  rates  of  from  25  to  50  percent 
have  been  increased  by  10  percentage 
points  in  each  bracket.  Thus,  those 
under  the  bill  are  graduated  from  35  to 
60  percent.  In  addition,  the  credit  of  8 
percent  on  invested  capital  is  reduced 
by  allowing  only  7  percent  of  invested 
capital  in  excess  of  $5,000,000. 

Under  the  present  law,  the  amount  of 
the  income  tax  paid  by  corporations  is 
allowed  to  be  deducted  in  arriving  at  the 
excess-profits  tax  net  income.  The  bill 
reverses  this  allowance  and  permits  the 
excess-profits  tax  to  be  deducted  in  ar¬ 
riving  at  the  normal  and  surtax  net  in¬ 
come.  By  this  change,  every  dollar  of 
excess  profits  is  subjected  to  excess- 
profits  tax.  On  pages  24  and  25  of  the 
committee  report,  a  thorough  explana¬ 
tion  of  this  provision  and  examples  of  its 
application  will  be  found. 

Under  the  present  law  those  corpora¬ 
tions,  electing  to  use  the  invested-capital 
method,  will  pay  no  excess-profits  tax 
unless  their  earnings  exceed  the  per¬ 
centage  of  invested  capital  allowed  as  a 
credit.  In  some  instances,  this  has  re¬ 
sulted  in  permitting  corporations,  whose 
earnings  have  been  many  times  in¬ 
creased  due  to  defense  spending,  to  es¬ 
cape  the  payment  of  an  excess-profits 
tax.  Believing  that  every  corporation, 
whose  earnings  have  been  increased  by 
reason  of  the  vast  sums  spent  by  our 
Government  for  national  defense,  should 
pay  an  added  tax  on  such  increased  earn¬ 
ings  your  committee  has  incorporated 
in  the  bill  a  special  10-percent  excess- 
profits  tax.  This  special  tax  applies  only 
to  those  corporations  using  the  invested- 
capital  base  and  is  levied  upon  that  por¬ 
tion  of  a  corporation’s  increased  earn¬ 
ings,  which  are  not  in  excess  of  the  in¬ 
vested-capital  credit.  Thus,  the  in¬ 
creased  earnings,  which  would  otherwise 
escape  the  excess-profits  tax,  are  re¬ 
quired  to  pay  an  excess-profits  tax  of  10 
percent. 

It  is  felt  that  there  should  be  some  in¬ 
ducement  to  the  investment  of  new  capi¬ 
tal  in  corporate  enterprise.  The  reluc¬ 
tance  of  investors  to  risk  their  money  in 
corporations  engaged  in  defense  indus¬ 
tries  must  be  met  with  governmental 
funds.  In  order  to  encourage  venture 
capital,  your  committee  has  granted  an 
additional  allowance  of  credit  with  re¬ 
spect  to  new  capital  paid  in.  For  every 
$100  of  money  or  property  paid  in  for 


stock,  the  corporation’s  invested  capital 
will  be  increased  by  $125.  It  is  hoped  that 
this  provision  will  have  a  salutary  effect 
upon  companies  engaged  in  producing 
defense  materials. 

An  increase  has  been  made  in  the 
estate-  and  gift-tax  rates.  On  page  27 
of  the  report  will  be  found  a  table  set¬ 
ting  out  the  estate-tax  rates  under  exist¬ 
ing  law  and  those  under  the  bill.  On 
page  28  the  increase  in  the  estate-tax 
burden  is  shown. 

The  majority  of  our  excise-tax  rates 
have  been  increased.  In  addition  a 
number  of  new  levies  are  imposed.  In 
selecting  the  list  of  articles  to  be  taxed, 
due  regard  has  been  given  to  the  eco¬ 
nomic  effect  upon  the  businesses  involved. 
Levies  of  this  nature,  we  feel,  are  justified 
only  by  the  urgent  need  for  revenue  and 
should  be  abandoned  as  soon  as  this  need 
will  permit.  During  times  of  emer¬ 
gency,  however,  excise  taxes  furnish  the 
most  satisfactory  method  of  reaching  the 
lower-income  groups  and  of  providing  a 
device  by  which  they,  too,  may  contribute 
their  share  toward  our  defense  effort. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  myself  12  additional  minutes. 

Mr.  CRAWFORD.  Will  the  gentleman 
yield  to  the  gentleman  from  Michigan? 

Mr.  DOUGHTON.  I  yield. 

Mr.  CRAWFORD.  May  I  ask  the 
chairman  this  question:  Based  upon  the 
most  recent  estimates  of  expenditures 
during  the  current  fiscal  year,  how  near 
will  all  the  revenue  from  all  the  tax  laws, 
including  this  one,  come  to  balancing 
those  expenditures?  In  other  words, 
what  percentage  of  the  forthcoming  fis¬ 
cal  year’s  expenditures  will  we  raise  by 
present  laws,  including  the  one  now 
under  consideration? 

Mr.  DOUGHTON.  I  am  sure  the 
gentleman  did  not  hear  me,  or  I  did  not 
make  myself  clear,  because  I  said  that 
according  to  the  best  estimates,  we  ex¬ 
pect  to  spend  in  the  fiscal  year,  1942, 
about  $22,000,000,000.  Existing  taxes 
will  raise  about  $9,400,000,000  and  the  bill 
will  produce  additional  revenue  annually 
of  about  $3,500,000,000.  Of  course  it  will 
not  produce  that  much  this  year  because 
the  excise  taxes  contained  in  the  bill  will 
not  be  in  effect  for  the  full  year.  In  a 
full  year,  however,  the  bill,  plus  taxes 
contained  in  the  present  law,  should  pro¬ 
duce  more  than  $13,000,000,000,  or  about 
60  percent  of  our  expenditures. 

Mr.  CRAWFORD.  I  missed  hearing 
that.  I  thank  the  gentleman. 

Mr.  DOUGHTON.  Let  me  go  a  little 
further  on  this  matter  of  the  joint  re¬ 
turns.  It  will  be  discussed  ably  by  others. 

As  I  stated,  only  about  5  percent  of  the 
married  couples  filing  income-tax  returns 
avail  themselves  of  the  permission  in  the 
present  law  whereby  they  can  make  sep¬ 
arate  returns,  and  95  percent  do  not.  In 
the  State  of  North  Carolina,  50,221  per¬ 
sons  make  income-tax  returns.  Those 
who  make  separate  returns  are  2,990,  and 
those  who  make  joint  returns  are  47,231. 

In  Ohio,  the  State  of  my  good  and  able 
and  distinguished  friend,  Mr.  Jenkins, 
there  are  343,522  persons  who  make  in¬ 
come-tax  returns.  In  that  State,  those 
who  make  separate  returns,  and  who  are 
evidently  benefited  and  have  a  prefer¬ 


ence  and  an  advantage  by  doing  so,  are 
12,565,  while  those  who  have  no  benefit 
and  who  evidently  pay  more  taxes  on 
account  of  making  joint  returns  are  330,- 
967.  In  other  words,  only  3.7  percent  of 
the  people  who  make  income-tax  returns 
in  the  State  of  Ohio  avail  themselves  of 
the  provision  allowing  them  to  make 
separate  returns. 

Mr.  JENKINS  of  Ohio.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Ohio,  my  very  able  friend, 
for  whom  I  have  very  great  respect,  be¬ 
cause  I  referred  to  him. 

May  I  say  that  I  am  going  to  place 
this  entire  table  in  the  Record. 

Mr.  JENKINS  of  Ohio.  I  can  recipro¬ 
cate  the  gentleman’s  sentiments. 

May  I  ask  the  chairman  what  he  thinks 
about  this  situation.  I  appreciate  what 
the  chairman  says  about  these  statistics. 
They  indicate  that  the  great  majority  of 
the  people  in  the  States,  when  they  have 
a  chance  to  file  separate  returns,  do  not 
do  so.  A  lot  of  them  file  joint  returns. 
I  believe  that  if  the  gentleman  would  in¬ 
vestigate  he  would  find  that  that  is  be¬ 
cause  so  many  husbands  and  wives  have 
very  small  estates,  and  they  do  not  always 
know  whether  or  not  the  wife  is  included, 
and  they  just  file  a  joint  return  to  be 
safe. 

Mr.  DOUGHTON.  I  always  give  great 
weight  to  what  my  good  friend  says,  be¬ 
cause  he  studies  these  questions  and 
always  speaks  very  conscientiously,  and 
very  often  convincingly,  but  not  on  this 
subject,  I  regret  to  say.  I  have  reference 
to  another  purpose,  and  that  is  the  pa¬ 
triotism  and  willingness  of  the  great  ma¬ 
jority  of  the  people  of  Ohio  to  bear  their 
just  share  of  the  burdens  of  Federal 
taxation.  They  are  not  trying  to  avoid 
or  evade  taxes  and  get  advantages  that 
other  States  do  not  have.  They  just 
walk  up  patriotically  and  unselfishly  and 
do  what  they  think  is  right  among  tax¬ 
payers.  That  is  the  reason  I  think 
that  is  so. 

Mr.  JENKINS  of  Ohio.  I  think  that  is 
absolutely  true. 

Mr.  RICH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  want  to  pay  a 
compliment  to  my  good  friend  the 
gentleman  from  Pennsylvania  [Mr. 
Rich],  While  he  may  be  overzealous 
on  the  subject,  a  man  had  better  be 
overzealous  than  underzealous  on  a 
good  subject.  I  admire  the  great  fight 
he  has  made  in  this  House  for  more 
economy.  If  more  of  us  would  follow 
the  course  he  has  pursued  I  am  sure 
that  some  of  the  heavy  burdens  of  taxa¬ 
tion  could  be  eliminated.  I  take  off  my 
hat  to  him  for  his  fight  for  economy  and 
for  his  patriotism. 

Mr.  RICH.  I  thank  the  gentleman 
very  kindly  for  his  remarks. 

May  I  say  that  I  do  not  like  to  tax 
people  and  I  dc  not  want  to  vote  for 
the  bill,  but  because  of  my  patriotism  I 
am  compelled  to  vote  for  it.  I  know 
that  we  have  to  get  taxes  if  we  are  going 
to  save  this  Nation. 

In  regard  to  the  joint  returns,  may  I 
say  that  I  understand  that  the  right 
and  privilege  under  the  law  belongs  to 
an  individual  to  make  a  separate  return. 
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but  I  also  understand  that  there  are 
eight  States  where  husbands  are  per¬ 
mitted  to  give  credit  to  their  wives  for 
half  of  their  earnings. 

Mr.  DOUGHTON.  The  law  gives  that 
to  them;  yes. 

Mr.  RICH.  The  State  law  gives  that 
to  them. 

Mr.  DOUGHTON.  Yes.  They  can 
split  their  salaries.  Under  the  law  in 
the  community-property  States  a  man’s 
wife  gets  half  of  every  dollar  that  comes 
to  him.  They  can  split  that  income,  and 
that  puts  them  in  lower  tax  brackets, 
and  they  get  off  with  less  taxes. 

Mr.  RICH.  My  wife  and  I  make  a 
joint  return. 

Mr.  DOUGHTON.  So  do  we. 

Mr.  RICH.  But  I  am  going  to  vote  for 
this  because  I  want  to  tax  everybody  in 
this  country  alike. 

Mr.  DOUGHTON.  Of  course. 

Mr.  RICH.  I  believe  the  only  way  to 
do  it  is  to  put  this  provision  into  the 
bill.  As  much  as  I  dislike  it,  we  have  to 
take  it  and  vote  for  it  and  let  the  people 
have  it. 

Mr.  DOUGHTON.  I  am  sure  that  if 
the  American  people  understand  this 
they  will  have  redress  from  present  in¬ 
equalities  in  some  way.  If  it  should  not 
be  adopted  in  this  bill  when  it  finally  be¬ 
comes  the  law,  the  issue  will  be  so  acute 
and  the  people  so  well  educated  that 
they  will  understand  the  inequity  and 
the  injustice  that  obtains  under  present 
conditions,  and  the  agitation  and  the 
effort  to  remedy  the  situation  will  not 
be  stopped  until  the  evil  is  corrected.  I 
have  no  doubt  about  that. 

Mr.  RICH.  Whenever  we  treat  every¬ 
body  in  the  United  States  alike,  then 
nobody  can  criticize. 

Mr.  DOUGHTON.  Until  you  do  that, 
somebody  has  a  grievance  against  you. 
You  have  no  right  to  tax  me  higher  than 
you  tax  somebody  else  under  similar  cir¬ 
cumstances. 

I  take  the  position  that  the  increased 
taxes  some  people  will  have  to  pay  over 
what  they  are  paying  now  will  apply  to 
those  who  are  able  to  pay  the  increase, 
because  this  provision  of  our  bill  will  not 
affect  any  family  unless  its  income  is 
$4,000  or  above. 

It  is  not  going  to  affect  the  little  fel¬ 
low  with  an  income  of  $1,500  or  $2,000  or 
$2,500  or  $3,000.  It  will  not  affect  any¬ 
one  unless  he  has  an  income  of  $4,000  or 
more. 

Mr.  GIFFORD.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Massachusetts. 

Mr.  GIFFORD.  I  want  to  make  a  sug¬ 
gestion  to  the  gentleman  from  Pennsyl¬ 
vania  [Mr.  Rich].  The  gentleman  from 
Pennsylvania  wants  to  tax  everybody 
alike,  but  the  purpose  of  this  particular 
provision  of  this  bill  is  to  try  to  make 
husband  and  wife  love  each  other  alike, 
and  you  cannot  do  that. 

Mr.  DOUGHTON.  If  they  do  not  love 
each  other,  they  have  no  business  living 
together.  If  their  matrimonial  relations 
are  based  on  no  higher  plane  than  the 
nerve  of  their  pocketbooks,  then  I  do  not 
believe  any  harm  would  be  done  by 
changing  the  law  in  this  respect,  and 


the  sooner  we  know  that  the  better  it 
will  be.  If  that  is  as  high  a  plane  as 
they  place  their  patriotism  and  support 
of  their  Government,  and  if  they  are 
denying  themselves  the  great  benefits 
that  come  from  a  truly  Christian  mar¬ 
ried  life,  then  that  part  of  the  argument 
falls  to  the  ground  with  me,  although  I 
have  respect  for  anyone  who  may  en¬ 
tertain  that  view  if  it  is  an  honest 
opinion. 

Now,  Mr.  Chairman,  in  conclusion 
may  I  say  that  we  all  understand  the 
great  emergency.  We  may  differ  in  our 
opinions  as  to  how  to  finance  it  or  how 
far  we  should  go,  but  as  American  people 
we  realize  that  our  only  hope  and  our 
only  salvation  as  far  as  this  great  emer¬ 
gency  is  concerned,  the  darkest  hour  that 
there  has  ever  been  in  the  history  of  our 
country,  is  the  unity  of  our  people  which 
is  absolutely  necessary.  I  am  glad  our 
committee  has  set  a  fine  example  in  put¬ 
ting  aside  partisanship  and  partisan  ad¬ 
vantage,  and  I  hope  the  same  thing  will 
be  done  in  this  Committee  and  I  hope  by 
our  actions  here  we  will  give  the  country 
convincing  evidence  that  we,  the  Rep¬ 
resentatives  of  the  American  people, 
subordinate  our  own  political  considera¬ 
tions  and  our  own  personal  interests  and 
are  willing  to  make  sacrifices  wherever 
and  whenever  we  can  and  in  every  way 
necessary  for  the  preservation  of  our  lib¬ 
erties  and  the  perpetuity  of  our  Govern¬ 
ment. 

Mr.  RICH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  my 
friend. 

Mr.  RICH.  I  quite  agree  with  the  gen¬ 
tleman  that  we  have  got  to  make  sacri¬ 
fices  and  we  have  got  to  pay  taxes  and  I 
do  not  believe  this  tax  bill  is  going  to 
be  near  enough  unless - 

Mr.  DOUGHTON.  I  agree  with  the 
gentleman. 

Mr.  RICH.  Unless  we  stop  our  ex¬ 
travagant  spending,  and  if  the  Congress 
does  not  want  to  vote  more  taxes  then 
they  ought  to  do  something  to  cut  down 
the  extravagant  expenditures  we  are 
making  for  the  things  we  are  doing  to¬ 
day. 

Mr.  DOUGHTON.  I  am  not  a  mem¬ 
ber  of  the  Committee  on  Appropriations, 
but  I  believe  my  distinguished  friend 
from  Pennsylvania  is,  and  I  am  sure  he 
will  continue  to  exert  every  reasonable 
effort  to  the  end  that  in  this  great  emer¬ 
gency  we  take  heed  of  our  ways  and  not 
appropriate  for  anything  that  is  not  ab¬ 
solutely  necessary.  We  need  not  blame 
the  White  House  or  the  New  Deal,  be¬ 
cause,  as  my  friend,  the  gentleman  from 
Tennessee  [Mr.  Cooper],  so  often  empha¬ 
sizes,  not  a  dollar  can  go  out  of  the 
Treasury  of  the  United  States  unless  au¬ 
thorized  by  the  Congress.  We  hold  the 
purse  strings  and  the  primary  blame  is 
with  us. 

Mr.  RICH.  But  I  would  say  that  if 
the  White  House  would  show  a  little  dis¬ 
position  to  cut  down  and  to  tell  the  Mem¬ 
bers  of  the  Congress  that  they  do  not 
want  to  spend,  we  would  not  spend  so 
much. 

Mr.  DOUGHTON.  That  would  be 
helpful. 


Mr.  RICH.  But  when  the  administra¬ 
tion  is  trying  to  spend  all  the  time,  you 
cannot  stop  them. 

Mr.  DOUGHTON.  That  would  be 
helpful  but  many  of  us  are  not  in  posi¬ 
tion  to  cast  stones  because  we  are  not 
without  fault  ourselves. 

Mr.  RICH.  I  am,  and  I  can  tell  the 
White  House  to  stop  spending  and  I  am 
not  afraid  of  them,  and  you  gentlemen 
have  got  to  the  point  where  you  should 
not  be  afraid  of  them  either. 

THE  REVENUE  BILL 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  myself  20  minutes  and  ask  unan¬ 
imous  consent  to  extend  my  remarks  in 
the  Record. 

The  CHAIRMAN.  Is  there  objection? 

There  was  no  objection. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
shall  start  my  remarks  in  the  same  man¬ 
ner  that  the  chairman  of  the  committee 
did.  I  have  a  rather  long  prepared  state¬ 
ment  I  prefer  to  be  allowed  to  read  it 
quite  completely  without  interruption, 
but  I  shall  do  as  the  chairman  did  and 
say  that  if  any  member  of  the  Committee 
desires  to  ask  me  questions  during  the 
course  of  my  reading,  I  shall  yield  for 
that  purpose,  although  my  preference 
would  be  to  be  permitted  to  go  on  with¬ 
out  interruption. 

Mr.  Chairman,  the  Ways  and  Means 
Committee  is  today  presenting  to  the 
House  the  largest  single  tax  measure  in 
our  country’s  history. 

It  will  increase  the  present  tax  burden 
by  $3,529,000,000  to  a  total  of  approxi¬ 
mately  thirteen  billions  annually. 

This  is  equivalent  to  $100  per  capita,  or 
$500  for  every  family  of  five,  and  is  more 
than  twice  the  highest  annual  collections 
under  the  World  War  revenue  acts. 

The  necessity  for  a  tax  measure  of  such 
proportions  as  the  present  one  is  so  ap¬ 
parent  as  to  hardly  require  explanation. 
It  is  briefly  stated  in  our  minority  report 
on  the  bill  as  follows: 

The  Nation’s  finances  are  in  a  critical  state, 
due  to  the  extravagant  spending  and  reckless 
borrowing  under  the  New  Deal  administra¬ 
tion  during  the  past  8  years.  This  condition 
is  now  aggravated  by  the  fact  that  unprece¬ 
dented  outlays  for  national  defense  are  being 
required. 

It  is  obvious  that  a  substantial  increase  in 
the  tax  burden  is  imperative  if  the  credit  of 
the  Nation  is  to  be  preserved  and  the  defense 
program  is  to  go  forward. 

We  therefore  have  no  alternative  but  to 
support  the  general  objective  of  the  bill  in 
seeking  to  bring  revenues  and  expenditures 
closer  together. 

The  whole  unpleasant  picture  is  sum¬ 
marized  in  those  few  sentences. 

Ever  since  the  present  administration 
has  been  in  power,  the  New  Deal  spend¬ 
ers  have  been  steadily  undermining  the 
fiscal  security  of  the  Nation  by  their 
prodigality. 

They  have  squandered  the  public 
money  and  piled  up  a  national  debt  which 
is  now  of  such  magnitude  as  to  make 
further  borrowing  extremely  hazardous 
from  the  standpoint  of  preserving  the 
credit  of  the  Government. 

They  have  virtually  exhausted  the 
available  sources  of  Federal  taxation 
without  at  any  time  having  balanced 
revenues  and  expenditures. 
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At  the  present  time  the  Nation,  after 
having  been  brought  to  a  state  of  finan¬ 
cial  insecurity  by  the  New  Deal  wastrels, 
now  finds  itself  faced  with  the  necessity 
of  making  stupendous  and  unprece¬ 
dented  outlays  for  national  defense. 

Already,  the  defense  program  involves 
total  appropriations,  authorizations,  and 
new  supplemental  requests  aggregating 
$50,000,000,000. 

This  is  twice  the  direct  cost  of  our 
country’s  participation  in  the  World 
War,  as  reported  by  former  Secretary 
of  the  Treasury  Houston. 

This  great  obligation  will  be  superim¬ 
posed  on  the  swollen  cost  of  the  ordinary 
operations  of  Government  under  the 
New  Deal.  It  Is  one  which  must,  never¬ 
theless,  be  met. 

The  New  Deal  spenders  must  assume 
the  blame  for  the  fact  that  it  can  only 
be  met  by  imposing  a  crushing  additional 
burden  of  taxation  upon  an  already 
heavily  taxed  people,  and  by  further 
straining  an  already  strained  public 
credit. 

Fortunately  for  the  Treasury  Depart¬ 
ment  and  for  the  taxpayers  of  the  coun¬ 
try,  the  whole  of  the  present  defense 
program  will  not  have  to  be  financed  in 
a  single  year.  It  is  estimated  by  the 
Budget  Bureau  that  actual  defense  ex¬ 
penditures  in  the  current  fiscal  year  will 
be  in  the  neighborhood  of  $15,500,000,000. 
The  cost  of  the  civil  functions  of  Gov¬ 
ernment  will  bring  the  total  expendi¬ 
tures  this  year  to  $22,169,000,000. 

Estimated  revenues  from  existing  tax 
laws  are  placed  at  $9,400,000,000. 

Thus,  without  any  increase  in  taxes, 
and  without  any  economy  in  nonde¬ 
fense  expenditures,  a  deficit  of  nearly 
$13,000,000,000  for  this  year  would  be 
indicated. 

Even  under  the  most  favorable  condi¬ 
tions,  a  deficit  of  this  size  would  be 
alarming.  It  is  all  the  more  so  when  it 
has  to  be  added  to  a  national  debt  which 
already  stands  at  the  colossal  sum  of 
$50,000,000,000,  exclusive  of  some  $6,000,- 
000,000  more  of  guaranteed  obligations. 

In  order  not  to  place  any  additional 
strain  on  the  public  credit  that  can  be 
avoided,  it  becomes  necessary  to  increase 
Federal  revenues  and  economize  in  Fed¬ 
eral  expenditures. 

The  Ways  and  Means  Committee, 
under  the  rules  of  the  House  of  Repre¬ 
sentatives,  is  only  permitted  to  deal  with 
the  tax  phase  of  this  problem.  It  should 
be  understood,  however,  that  were  it  not 
for  the  fact  that  the  committee’s  hands 
were  tied  insofar  as  the  inclusion  of  an 
economy  provision  in  the  bill  is  con¬ 
cerned,  such  an  item  would  undoubtedly 
have  been  written  into  the  bill  with 
unanimous  Republican  support. 

Our  Republican  minority  group  on  the 
Ways  and  Means  Committee  has  many 
times  asserted  that  we  were  opposed  to 
continued  increases  in  taxes  upon  the 
people  unless  some  effort  was  made  to 
eliminate  waste  and  extravagance. 

There  was  a  time  when  the  Ways  and 
Means  Committee  handled  both  tax  and 
appropriation  matters.  If  this  were  the 
case  today,  I  am  confident  that  nonde¬ 
fense  expenditures  would  not  be  at  their 
present  high  level. 

We  who  are  charged  with  the  responsi¬ 
bility  of  initiating  tax  legislation  have  a 


more  unpleasant  task  than  the  Appropri¬ 
ations  Committee.  It  is  easy  to  spend 
money,  but  it  is  hard  to  raise  it. 

Billions  upon  billions  are  appropriated 
annually  without  any  thought  of  where 
the  money  is  coming  from.  If  every  ap¬ 
propriation  bill  had  to  provide  its  own 
means  of  financing,  there  is  no  doubt 
that  much  less  would  be  appropriated. 

I  have  for  a  long  time  thought  that  it 
would  be  a  good  thing  if  the  Ways  and 
Means  Committee  and  the  Appropria¬ 
tions  Committee  could  get  together  at  the 
beginning  of  each  session  to  try  to  bring 
about  some  coordination  between  reve¬ 
nues  and  expenditures.  I  have  a  resolu¬ 
tion  pending  in  the  Rules  Committee  at 
the  present  time — House  Concurrent 
Resolution  6 — which  would  set  up  a  joint 
committee  for  this  purpose,  to  be  com¬ 
posed  of  members  of  the  revenue-raising 
and  appropriation  committees  of  each 
body.  However,  I  have  not  been  able  to 
secure  consideration  of  the  bill.  There 
are  several  other  measures  of  this  char¬ 
acter  pending. 

If  such  a  group  were  set  up,  we  might 
be  able  to  make  some  headway  in  cutting 
down  expenditures.  Under  the  present 
haphazard  system,  the  Ways  and  Means 
Committee,  which  must  draft  the  legisla¬ 
tion  necessary  to  finance  Government 
expenditures,  is  able  to  exercise  no  re¬ 
straining  influence,  as  a  body,  on  the 
total  amount  of  appropriations. 

I  do  not  wish  to  be  understood  as  laying 
the  entire  responsibility  for  extravagant 
appropriations  on  any  committee.  A 
large  part  of  that  responsibility  is  on  the 
House  itself,  not  only  for  approving  the 
appropriations  as  recommended  but  for 
the  method  by  which  it  selects  the  mem¬ 
bers  of  the  various  committees. 

It  is  well  known  that  the  work  of  the 
House  is  largely  done  through  its  com¬ 
mittees  and  that  the  House  itself  must 
necessarily  rely  upon  their  recommenda¬ 
tions. 

Now,  who  are  the  Members  who  com¬ 
pose  the  committees  in  which  these  large 
expenditures  are  authorized?  Members 
from  agricultural  sections  naturally  want 
to  serve  on  the  Agriculture  Committee. 
Members  from  the  Western  States  seek 
membership  on  the  Committee  on  Irri- 
gation  and  Reclamation.  Those  inter¬ 
ested  in  securing  funds  for  river  and  har¬ 
bor  improvements  in  their  districts  seek 
membership  on  the  Committee  on  Rivers 
and  Harbors.  And  so  it  goes,  right  on 
down  the  list. 

With  the  committees,  including  the 
Appropriations  Committee  subcommit¬ 
tees,  largely  made  up  of  men  and  women 
interested  in  seeking  as  much  as  possible 
for  their  respective  districts  and  sections, 
how  can  we  expect  anything  else  than 
to  have  free  spending  of  the  Govern¬ 
ment’s  money,  whether  it  has  to  be  raised 
by  taxation  or  borrowing? 

While  the  House  itself  has  some  re¬ 
sponsibility  for  extravagant  spending,  the 
primary  responsibility  is  on  the  executive 
branch.  That  is  where  the  Budget  is 
made  up.  That  is  where  the  recommen¬ 
dations  for  appropriations  originate. 
Each  year  the  estimates  of  appropriations 
have  been  higher  and  higher.  No  effort 
has  been  made  to  eliminate  waste  and 
extravagance,  even  during  the  present 
emergency. 


In  1933,  the  President  of  the  United 
States,  in  a  message  to  Congress,  pointed 
to  the  urgent  necessity  for  economy,  and 
undertook,  as  a  constitutional  duty,  to 
advise  Congress  as  to  the  specific  means 
for  bringing  it  about.  That  message  has 
long  since  been  forgotten,  but  the  sound 
principles  of  Government  finance  enun¬ 
ciated  therein  are  even  more  true  today 
than  when  uttered  8  years  ago. 

This  message  of  the  President  is  in¬ 
corporated  in  the  minority  report  on  the 
bill.  I  hope  it  will  inspire  the  President  to 
assume  the  necessary  leadership  in  the 
matter  of  economy  so  that  some  action 
along  this  line  may  be  accomplished. 

The  same  considerations  which  make 
an  increase  in  taxes  imperative  also  re¬ 
quire  that  nonmilitary  expenditures  be 
cut  to  the  bone. 

The  President’s  own  Secretary  of  the 
Treasury  advised  the  Ways  and  Means 
Committee  that  it  should  be  possible  to 
reduce  such  expenditures  by  a  billion  dol¬ 
lars  annually.  Other  responsible  persons 
have  made  even  larger  estimates  of  pos¬ 
sible  savings. 

I  am  sure  that  the  American  people 
will  gladly  shoulder  any  necessary  bur¬ 
den  of  taxation  to  maintain  the  credit 
of  the  Nation  and  finance  the  defense 
program,  but  certainly  they  are  entitled 
to  expect  a  similar  sacrifice  on  the  part 
of  their  Government  through  the  reduc¬ 
tion  on  nondefense  spending  and  the 
elimination  of  unnecessary  and  wasteful 
expenditures  of  all  kinds. 

As  we  of  the  Republican  minority  have 
stated  in  our  report  on  the  bill : 

If  the  Government  is  going  all  out  for 
national  defense  and  all  out  for  taxes  upon 
the  people,  it  is  compelled  both  by  necessity 
and  by  a  regard  for  its  obligations  to  the  tax¬ 
payers  of  the  country  to  also  go  all  out  for 
economy. 

To  supplement  this  statement  of  our 
position,  I  should  say  that  the  same  sys¬ 
tem  of  priorities  which  now  applies  to 
national-defense  production  should  like¬ 
wise  be  applied  to  Government  spending. 
In  other  words,  national  defense  and  the 
necessary  civil  functions  of  government 
should  have  first  call  on  the  taxpayers’ 
dollars. 

I  have  spent  considerable  time  in  the 
discussion  of  the  general  financial  pic¬ 
ture,  because  I  believe  it  is  more  impor¬ 
tant  than  the  details  of  the  tax  measure 
which  is  now  before  us. 

The  committee  has  presented  a  bill 
which  is  intended  to  bring  the  Federal 
revenues  up  to  a  point  where  they  will 
cover  60  percent  of  the  total  expenditures 
of  government,  leaving  40  percent  to  be 
financed  by  additional  borrowing. 

In  the  last  war,  approximately  one- 
third  was  raised  by  taxation  and  two- 
thirds  by  borrowing,  but  we  must  re¬ 
member  that  our  financial  structure  was 
on  a  much  sounder  basis  at  that  time. 
Before  we  entered  the  World  War,  we 
had  a  national  debt  of  only  a  little  over 
$1,000,000,000.  Now  our  debt  is  50  times 
that  amount,  and  our  financial  structure, 
which  in  reality  is  our  first  line  of  de¬ 
fense,  has  been  seriously  undermined  by 
extravagant  spending  and  borrowing. 

Mr.  SMITH  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield  at  that  point? 

Mr.  TREADWAY.  Certainly. 
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Mi\  SMITH  of  Ohio.  If  I  recollect,  the 
formula  was  66%  taxes  and  33  %  borrow¬ 
ing,  as  stated  by  the  Secretary  of  the 
Treasury.  The  gentleman  now  states 
that  it  is  60-40. 

Mr.  TREADWAY.  Since  the  estimate 
was  made  by  the  Secretary  of  the  Treas¬ 
ury,  to  which  informally  the  members 
of  the  Committee  on  Ways  and  Means 
and  of  the  Finance  Committee  of  the 
Senate  agreed,  the  expenditures  have 
been  so  much  more  extravagant,  and  the 
commitments  of  the  Government  have 
been  to  such  a  greater  amount,  that  all 
ratio  has  gone  out  of  the  window.  There 
is  no  such  thing  today  as  a  fixed  ratio 
between  taxation  and  borrowing.  The 
theory  might  have  been  practical  at  the 
time  Mr.  Morgenthau  made  his  state¬ 
ment  to  us,  but  that  has  been  all  for¬ 
gotten  in  the  shuffle,  exactly  the  same  as 
the  President’s  recommendation  8  years 
ago  of  strict  economy  has  been  forgot¬ 
ten.  I  suggest  to  the  gentleman,  if  he 
has  not  already  done  so,  that  he  read  the 
President’s  1933  economy  message,  which 
is  included  in  the  supplemental  part  of 
the  minority  report  in  connection  with 
this  bill.  It  is  one  of  the  forgotten 
friends  of  long  ago.  The  same  is  true  of 
this  particular  question  that  the  gentle¬ 
man  is  asking  about. 

Mr.  SMITH  of  Ohio.  In  that  case,  that 
means  that  there  is  no  real  control  over 
this  Budget— no  real  control  over  ex¬ 
penditures. 

Mr.  TREADWAY.  Yes.  For  instance, 
the  gentleman  probably  listened  to  the 
President’s  message  today.  In  that  mes¬ 
sage  the  President  said  that  expenditures 
have  risen  so  tremendously  that  now  he 
wants  to  set  up  a  ceiling  on  prices.  It 
is  the  same  idea  to  a  certain  extent.  The 
situation  is  out  of  all  control,  and  it  is 
being  followed  up  by  Members  of  Con¬ 
gress,  friends  of  the  administration,  ex¬ 
actly  as  one  signing  on  the  dotted  line, 
as  the  administration  has  had  them  do, 
on  the  basis  of  national  defense  and 
emergency.  Those  words  are  being 
abused  more  than  any  other  words  in 
the  English  language  today.  There  is 
nothing  like  it  in  the  way  of  exaggeration, 
in  the  way  those  words  “emergency”  and 
“defense”  have  been  abused. 

Mr.  JENKINS  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  TREADWAY.  With  pleasure. 

Mr.  JENKINS  of  Ohio.  When  the  Sec¬ 
retary  of  the  Treasury  made  that  state¬ 
ment  that  he  thought  this  tax  bill  would 
produce  a  situation  whereby  the  taxes 
raised  would  be  66%  of  the  expenses,  he 
could  not  possibly  have  justified  it  at 
that  time,  for  this  reason:  That  in  not 
one  year  in  the  history  of  the  New  Deal 
have  they  come  that  near  to  raising  that 
amount  of  what  they  have  expended,  and 
it  could  not  be  expected.  Just  as  the 
President  said  today,  about  additional 
expenditures,  they  will  never  match  that 
60-40,  or  anything  like  that,  and  when 
we  come  to  getting  exact  information  in 
these  1942  expenditures  we  will  find  that 
we  will  be  spending  about  $100,000,000  a 
day,  and  taking  in  about  $30,000,000. 

Mr.  TREADWAY.  I  would  not  want 
to  accuse  the  Secretary  of  the  Treasury  of 
bad  faith  at  the  time  he  made  that  rec¬ 
ommendation  to  the  members  of  the 
committee.  I  think  he  was  sincere  in 


thinking  that  would  be  the  amount  that 
this  bill  ought  to  call  for;  but,  as  I  have 
already  said,  it  seems  to  me  that  we  have 
no  basis  today  for  any  proportion  as  be¬ 
tween  taxes  and  borrowing,  because  the 
extravagance  of  the  Government  has 
been  so  tremendous. 

Mr.  JENKINS  of  Ohio.  That  is  what 
I  had  in  mind.  I  did  not  mean  to  im¬ 
part  an  improper  motive  to  the  Secretary, 
but  I  was  merely  trying  to  say  that  he 
had  no  justification  in  historical  fact  to 
say  that  they  could  do  that,  and  we  know 
that  he  had  no  justification  in  prophecy. 

Mr.  TREADWAY.  I  think  the  gentle¬ 
man  is  correct. 

Mr.  GIFFORD.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  TREADWAY.  Yes. 

Mi’.  GIFFORD.  I  think  it  was  sin¬ 
cerely  expressed  today  by  the  gentleman 
from  Tennessee  [Mr.  Cooper]  when  he 
said  that  two-thirds  should  be  met  by 
taxation  and  one-third  by  borrowing. 
Now  I  have  the  figures  here,  $53,000,- 
000,000  already  recommended  and  appro¬ 
priated. 

Mr.  TREADWAY.  That  is  right  along 
the  line  of  the  question  just  asked,  which 
I  answered. 

Mr.  GIFFORD.  But  I  urge  you.  as  a 
member  of  the  minority,  to  see  to  it  that 
that  statement  is  not  made  again  to  the 
public. 

Mr.  TREADWAY.  Well,  it  will  be 
made  again,  because  that  is  the  theory  on 
which  this  three  and  one-half  billion  dol¬ 
lars  is  raised;  but  it  is  not  correct  any 
more. 

Mr.  GIFFORD.  I  want  you  to  see  to  it 
that  the  public  is  not  fed  that  any  more. 
There  is  no  such  thing  as  one-third  and 
two-thirds.  It  will  be  more  like  80  and  20. 

Mr.  TREADWAY.  You  will  be  lucky 
if  you  get  out  of  it  at  80  and  20.  We  do 
not  know  where  we  are  going  to  bring  up 
in  this  matter  of  expenditure,  either 
through  taxation  or  borrowing.  The 
gentleman’s  grandchildren  will  never  see 
this  indebtedness  liquidated. 

Mr.  GIFFORD.  Oh,  I  think  some¬ 
thing  will  happen  before  they  reach  their 
majority. 

Mr.  TREADWAY.  If  the  Government 
lives  up  to  its  agreement  and  pays  off  its 
bonds  on  which  we  are  borrowing  money, 
you  will  never  see  the  Budget  balanced 
for  a  long  time. 

Mr.  GIFFORD.  The  gentleman  does 
not  think  we  can  ever  live  up  to  such 
agreements,  does  he? 

Mr.  TREADWAY.  I  know  the  ad¬ 
ministration  will  not  live  up  to  them. 

Mr.  CRAWFORD.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  TREADWAY.  I  yield. 

Mr.  CRAWFORD.  Would  it  be  unfair 
to  make  the  observation  at  this  point  that 
there  is  no  commitment  whatsoever  on 
the  part  of  the  administration,  either  the 
Treasury  Department  or  the  executive 
branch  of  the  Government,  that  far  above 
$22,000,000,000  will  be  called  for  in  the 
forthcoming  fiscal  year  and  that  the 
amount  over  and  above  the  $22,000,000,- 
000  must  be  added  to  the  disequilibrium 
between  the  tax  and  the  debt,  which  has 
been  discussed  here  today? 

[Here  the  gavel  fell.  3 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  myself  10  additional  minutes. 


I  doubt  if  I  could  answer  the  gentle¬ 
man’s  complicated  inquiry.  Will  you 
make  it  a  little  shorter,  please? 

Mr.  CRAWFORD.  Let  me  state  it  this 
way:  The  Government  has  indicated  to 
us  that  an  additional  appropriation  will 
be  asked  for  during  the  coming  fiscal 
year. 

Mr.  TREADWAY.  I  agree.  A  very 
large  one. 

Mr.  CRAWFORD.  That  is  one  side  of 
the  proposition.  So,  then,  whatever  that 
is,  insofar  as  it  is  expended,  must  be 
added  to  the  $22,000,000,000  that  has  been 
considered? 

Mr.  TREADWAY.  Yes.  I  have  in 
mind  the  last  $8,000,000,000  that  was 
passed  in  the  last  few  days. 

Mr.  CRAWFORD.  That  is  correct. 

Mr.  TREADWAY.  When  the  Con¬ 
gress,  made  up  of  representatives  from 
the  various  walks  of  life  of  this  country, 
a  cross  section  of  the  American  people, 
will  vote  $8,000,000,000  of  the  taxpay¬ 
ers’  money  in  the  short  time  we  did  here 
and  not  even  go  on  record  for  it,  it  shows 
the  prodigality  of  the  present  generation. 
Am  I  correct  in  that  statement? 

Mr.  CRAWFORD.  The  gentleman 
certainly  is  correct. 

Mr.  TREADWAY.  It  is  ridiculous  that 
we  should  authorize  the  expenditure  of 
$8,000,000,000  and  not  a  man  have  the 
courage  to  say  how  he  stood  on  that  bill 
or  whether  we  all  agreed  to  it.  It  just 
takes  your  breath  away.  It  makes  a  man 
almost  afraid  to  go  before  the  taxpay¬ 
ers  of  the  country  for  fear  he  would  be 
mobbed  or  blackjacked.  If  they  were  not 
real  good  citizens  they  would  hit  us  over 
the  head  for  doing  such  foolish  things. 

Now,  Mr.  Chairman,  it  is  not  my  pur¬ 
pose  to  go  into  any  extended  explanation 
of  the  bill,  for  the  details  are  set  forth 
in  the  report.  I  commend  that  report 
to  the  Members  of  the  House.  It  has  been 
carefully  prepared  by  the  experts  of  the 
committee  and  as  far  as  I  am  able  to  see, 
is  accurate  and  correct  and  very  explana¬ 
tory  of  this  very  complicated  bill  that 
is  before  us. 

I  also  want  to  take  time  at  this  part  of 
my  remarks  to  return  the  kind  words 
that  the  chairman  said  about  the  mi¬ 
nority.  I  think  we  are  entitled  to  pat 
ourselves  on  the  back  just  a  little  bit, 
because  we  have  endeavored,  as  the  chair¬ 
man  said,  to  go  along  with  the  committee 
in  a  perfectly  nonpartisan  manner,  in 
order  to  accomplish  a  patriotic  duty  and 
aid  them  in  their  great  responsibility  in 
presenting  to  the  American  people  what 
seems  to  us  to  be  an  equitable  and  fair 
tax  bill,  or  as  near  that  as  w'e  can  get 
under  the  conditions  under  which  we  are 
doing  business  now. 

Therefore  I  want  to  thank  the  chair¬ 
man  of  the  committee  in  behalf  of  my¬ 
self  and  my  colleagues  for  his  kind  words 
about  the  manner  in  which  we  have  co¬ 
operated  with  him  in  the  preparation  of 
the  bill  over  these  3  tedious  months  we 
have  labored. 

Mr.  EBERHARTER.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  TREADWAY.  I  yield. 

Mr.  EBERHARTER.  On  page  60  of 
the  report,  section  557,  it  says: 

The  special  tax  is  based  on  the  number  of 
billboards  maintained  or  controlled  by  the 
taxpayer  during  the  tax  year — 
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And  then  this  is  the  part  I  want  to 
call  particular  attention  to: 
and  the  rate  is  graduated  according  to  the 
number  of  such  billboards  in  each  size 
classification. 

I  think  perhaps  that  is  an  error,  be¬ 
cause,  as  I  understand  it,  there  is  no 
graduation  according  to  the  number  of 
billboards. 

Mr.  TREADWAY.  I  will  say  to  the 
gentleman  that  that  subject  was  inserted 
in  the  bill  quite  late  in  its  preparation  and 
perhaps  was  not  given  the  attention  that 
it  should  have  been  given  at  the  time.  I 
think  I  am  not  breaking  any  committee 
confidences  in  saying — -with  the  approval 
of  the  chairman — that  we  have  since  re¬ 
vised  the  language  as  it  appears  in  this 
bill,  and  it  is  one  of  three  committee 
amendments  that  will  be  submitted  to 
the  House  at  the  proper  time. 

Mr.  EBERHARTER.  But  it  was  not 
the  intention  of  the  committee  to  gradu¬ 
ate  the  tax  according  tc  the  number  of 
billboards? 

Mr.  KNUTSON.  No;  according  to  the 
size. 

Mr.  TREADWAY.  Size  was  the  con¬ 
trolling  factor;  but  we  did  find  we  were 
taxing  the  small  boards  more  than  they 
received,  and  we  found  we  were  taxing 
boards  that  were  patriotically  donated  by 
the  owners  to  the  use  of  the  Government 
in  advertising  the  sale  of  defense  bonds, 
and  that  sort  of  thing.  It  seems  to  me 
very  strongly  that  this  would  be  an  unfair 
tax,  and  I  hope  a  further  amendment 
will  be  offered  at  the  proper  time.  The 
difficulty  is  that  the  boards  are  taxed  by 
the  year,  whereas  the  time  the  use  of  the 
billboard  is  donated  by  the  owners  may 
be  by  the  month  or  by  the  week.  I  will 
say,  as  far  as  I  personally  am  concerned, 
that  I  do  feel  it  is  a  fair  form  of  tax, 
and  I  believe  the  owners  of  the  boards 
will  willingly  and  patriotically  assume 
their  share  of  taxation  in  the  present 
emergency  of  the  Government.  There  is 
no  reason  why,  if  this  is  a  profitable  busi¬ 
ness,  it  should  not  bear  its  fair  burden 
of  taxation. 

Mr.  REED  of  New  York.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  TREADWAY.  I  yield. 

Mr.  REED  of  New  York.  As  a  matter 
of  fact,  the  amendment  that  will  be 
offered  seems  to  be  fairly  satisfactory  to 
the  billboard  people  of  the  country. 

Mr.  TREADWAY.  I  so  infer. 

Mr.  REED  of  New  York.  It  may  not 
be  entirely  so,  but  it  has  been  changed 
so  they  are  very  much  less  disturbed. 

Mr.  TREADWAY.  I  may  say  to  the 
gentleman  from  New  York  that  I  am 
sure  some  plan  will  be  worked  out  which 
will  take  cognizance  of  the  free  contribu¬ 
tion  of  billboard-poster  space  for  pub¬ 
licity  purposes  of  the  Government.  I  be¬ 
lieve  something  will  be  worked  out.  In 
fact,  I  have  asked  Mr.  Stam  if  he  would 
undertake  the  matter  of  writing  such  an 
amendment. 

Mr.  REED  of  New  York.  But  the  pro¬ 
posed  language  is  very  much  preferable 
to  the  language  in  the  bill. 

Mr.  TREADWAY.  Yes. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  TREADWAY.  I  yield. 

Mr.  ROBSION  of  Kentucky.  I  re¬ 
ceived  any  number  of  letters,  and  their 


complaint  is  one  of  discrimination.  The 
billboard  people  complain  that  other 
people  who  sell  advertising  are  not  taxed 
in  the  same  way.  They  say  it  is  a  gross 
discrimination.  They  ask  why  they 
should  pay  a  tax  when  no  tax  is  required 
of  other  forms  of  advertising. 

Mr.  TREADWAY.  I  may  say  to  the 
gentleman  that  we  included  electric 
signs  as  well  as  billboards.  If  the  gen¬ 
tleman  can  find  anything  we  have  left 
out,  I  would  appreciate  his  calling  it  to 
our  attention,  because  it  might  possibly 
mean  more  money. 

Mr.  ROBSION  of  Kentucky.  But  the 
proposed  amendment  eliminates  the  dis¬ 
crimination  these  billboard  people  com¬ 
plain  of. 

Mr.  TREADWAY.  I  believe  the  lan¬ 
guage  the  gentleman  complains  of  was 
in  the  original  bill.  As  yet  no  amend¬ 
ment  has  been  offered,  but  one  has  been 
agreed  to  in  the  Ways  and  Means  Com¬ 
mittee  and  will  be  offered  as  a  committee 
amendment. 

Mr.  ROBSION  of  Kentucky.  For  in¬ 
stance,  some  complain  that  large  news¬ 
papers  carry  many  pages  of  advertising 
but  are  not  affected  by  this  bill. 

Mr.  TREADWAY.  That  is  a  different 
proposition  entirely.  I  do  not  think  it 
would  be  regarded  as  a  discrimination 
because  there  is  no  distinct  comparison. 

I  see  the  gentleman  from  New  York 
[Mr.  Reed]  on  his  feet.  Does  he  want 
me  to  yield? 

Mr.  REED  of  New  York.  I  thought 
that  was  what  was  going  to  be  brought 
out.  The  only  discrimination  they  are 
complaining  about  at  the  present  time  is 
that  it  does  not  take  care  of  newspaper 
advertising. 

Mr.  GIFFORD.  Mr.  Chairman,  will 
the  gentleman  permit  me  to  make  a  sug¬ 
gestion  there? 

Mr.  TREADWAY.  Yes;  I  yield  to  my 
colleague  from  Massachusetts. 

Mr.  GIFFORD.  We  regard  the  bill¬ 
boards  as  a  terrible  nuisance  in  our  State. 
They  are  prohibited  in  some.  You  have 
to  see  a  billboard,  you  need  not  read  a 
newspaper.  You  cannot  escape  a  bill¬ 
board  up  in  front  of  you,  or  these  electric 
signs  which  are  notoriously  bad.  I  sup¬ 
pose  the  committee  thought  they  were  in 
a  class  by  themselves. 

Mr.  TREADWAY.  The  task  of  drafting 
a  bill  of  the  size  of  the  pending  measure 
has  naturally  been  a  difficult  one.  The 
committee  has  spent  some  3  months  in 
its  preparation.  About  one-third  of  that 
time  was  required  for  the  public  hearings 
and  the  remainder  for  the  actual  drafting 
of  the  bill. 

[Here  the  gavel  fell.] 

The  CHAIRMAN.  The  time  of  the  gen¬ 
tleman  from  Massachusetts  has  again 
expired. 

Mr.  TREADWAY.  Mr.  Chairman,  how 
much  time  have  I  consumed? 

The  CHAIRMAN.  The  gentleman  has 
consumed  30  minutes. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  myself  10  additional  minutes. 

Mr.  WILLIAM  T.  PHEIFFER.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  TREADWAY.  I  yield. 

Mr.  WILLIAM  T.  PHEIFFER.  I  hesi¬ 
tate  to  break  the  gentleman’s  train  of 
thought  in  his  prepared  statement,  and 
this  may  be  unrelated  to  the  present  por¬ 


tion  of  the  gentleman’s  statement,  but  I 
should  like  to  have  the  gentleman  explain 
to  the  House  what  consideration,  if  any, 
was  given  to  the  matter  of  photographic 
apparatus  as  carried  on  page  73  of  the 
bill  as  related  to  the  reproductive  proc¬ 
esses  in  the  printing  arts;  that  is,  I  have 
no  quarrel  at  all  with  the  tax  which  has 
been  placed  on  photographic  apparatus 
and  materials  in  connection  with  photog¬ 
raphy  as  a  hobby  or  an  avocation,  for  that 
comes  within  a  classification  that  I  think 
can  very  well  stand  a  tax. 

Mr.  TREADWAY.  I  think  I  have  the 
gentleman’s  point  if  he  will  let  me  pro¬ 
ceed.  As  I  understand  the  gentleman,  he 
refers  to  paragraph  4,  on  page  73. 

Mr.  WILLIAM  T.  PHEIFFER.  That  is 
correct. 

Mr.  TREADWAY.  Considerable  con¬ 
sideration  was  given  to  that  paragraph 
based  largely  on  the  idea  of  distinguishing 
between  amateur  photography  and  pro¬ 
fessional  photography.  I  think  that  is 
what  the  gentleman  has  in  mind. 

Mr.  WILLIAM  T.  PHEIFFER.  That  is 
what  I  have  in  mind. 

Mr.  TREADWAY.  We  felt  that  pho¬ 
tographers,  such  as  those  we  have  follow¬ 
ing  us  around  the  Capitol  getting  pictures 
for  the  papers,  and  that  sort  of  thing, 
were  entitled  to  some  consideration  con¬ 
trary  to  the  language  in  that  paragraph, 
but  we  found  further  that  the  handling 
of  the  subject  matter  would  bring  such 
tremendous  clerical  difficulty  in  the  De¬ 
partment  of  Internal  Revenue  that  for 
the  time  being  it  was  not  put  in  the  bill. 
I  think  that  answers  the  gentleman’s 
question.  We  had  sympathy  for  the  ob¬ 
jective  of  the  gentleman’s  ideas,  but  the 
difficulty  was  in  getting  language  to  cover 
it  at  this  time.  Also,  it  should  be  stated 
that  this  was  one  of  the  taxes  proposed 
by  Mr.  Leon  Henderson  on  the  ground 
that  photographic  equipment  was  needed 
for  defense,  and  hence  recognition  should 
be  given  to  the  use  to  which  the  products 
to  be  taxed  was  put. 

Mr.  WILLIAM  T.  PHEIFFER.  I  would 
like  to  explain  to  the  gentleman  that  that 
subject  is  of  great  interest  to  my  district 
because  of  the  fact  a  great  many  of  the 
printing  arts,  such  as  rotogravure,  and  so 
forth,  are  situated  within  my  congres¬ 
sional  district  in  New  York  City — in  fact, 
that  is  the  center  of  the  printing  trade. 

Mr.  TREADWAY.  I  realize  the  gentle¬ 
man  is  interested  in  that.  I  have  heard 
it  described  in  other  language  than  “pho¬ 
tographic  center.” 

Mr.  HANCOCK.  Will  the  gentleman 
yield? 

Mr.  TREADWAY.  I  yield  to  the  gen¬ 
tleman  from  New  York. 

Mr.  HANCOCK.  In  connection  with 
the  question  raised  by  the  gentleman 
from  New  York,  may  I  inquire  what  moti¬ 
vated  the  committee  in  including  the 
items  enumerated  on  page  74,  “business 
and  store  machines,”  including  type¬ 
writers,  comptometers,  and  so  forth. 
They  are  just  as  much  tools  of  the  busi¬ 
ness  as  the  hammer  and  saw  are  to  the 
carpenter. 

Mr.  TREADWAY.  Yes;  I  agree.  I  may 
say  to  the  gentleman  that  I  realize  many 
of  those  machines  are  made  in  his  dis¬ 
trict  and  bear  the  label  “Syracuse,”  and 
other  places. 

Mr.  HANCOCK.  They  are  very  excel¬ 
lent  products. 
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Mr.  TREADWAY.  They  are  the  very 
best.  Business  could  not  be  transacted 
without  those  machines  today.  Even 
hotel  keepers  have  to  have  them. 

Mr.  HANCOCK.  They  cannot  be  called 
luxuries  or  hobbies. 

Mr.  TREADWAY.  That  is  not  what 
we  are  endeavoring  to  tax  by  this  bill. 
This  is  another  one  of  the  taxes  which 
were  suggested  by  Mr.  Leon  Henderson. 
The  only  thing  that  may  be  wrong  about 
that  item,  I  may  say  to  the  gentleman, 
is  the  fact  we  may  have  omitted  some 
kind  of  machines  or  some  kind  of  busi¬ 
ness  methods.  If  we  have,  and  if  the 
gentleman  will  tell  the  majority  side,  they 
will  include  it.  I  think  the  gentleman  will 
have  difficulty  in  getting  any  taken  out. 

Mr.  HANCOCK.  Is  it  the  policy  of 
the  committee  to  tax  machines  that  are 
necessary  to  do  business? 

Mr.  TREADWAY.  It  is  the  policy  of 
Mr.  Henderson,  which  a  majority  of  the 
committee  has  agreed  with.  Mr.  Hen¬ 
derson  contends  that  they  contain  arti¬ 
cles  in  their  manufacture  and  require 
skilled  labor  which  the  Government  is 
anxious  to  secure  for  defense  production 
at  the  present  time. 

Mr.  CRAWFORD.  Will  the  gentleman 
yield? 

Mr.  TREADWAY.  I  yield  to  the  gen¬ 
tleman  from  Michigan. 

Mr.  CRAWFORD.  Referring  to  page 
83  of  the  bill,  the  last  three  lines,  I  wish 
to  inquire  about  this  language: 

Every  person  who  maintains  for  use  or 
permits  the  use  of,  on  any  place  or  premises 
occupied  by  him,  a  coin-operated  amusement 
or  gaming  device — 

Now,  referring  to  the  language  “coin- 
operated  amusement  or  gaming  device,” 
does  that  particular  language  include 
coin-operated  moving-picture  machines? 

Mr.  TREADWAY.  Well,  the  person 
who  would  have  to  pass  on  that  inquiry, 
I  assume,  if  this  language  is  adopted, 
would  be  the  Bureau  of  Internal  Revenue 
and  its  administrative  branch.  I  doubt 
if  it  is  a  question  that  we  as  legislators 
ought  to  answer. 

Mr.  COOPER.  Will  the  gentleman 
yield? 

Mr.  TREADWAY.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  COOPER.  I  think  the  specific  an¬ 
swer  to  the  question  asked  by  the  gentle¬ 
man  from  Michigan  is  “no.”  If  you  will 
examine  the  definition  appearing  on  page 
84, 1  think  it  will  clarify  the  situation. 

Mr.  TREADWAY.  Let  me  call  the 
gentleman’s  attention  to  page  60  of  the 
report: 

Sec.  555.  Coin-operated  amusement  and 
gaming  devices:  This  section  imposes  an  oc¬ 
cupational  tax  of  $25  per  annum  per  machine 
on  each  person  who  maintains  for  use,  or 
permits  the  use  of,  on  premises  occupied  by 
him,  a  coin-operated  amusement  or  gaming 
device. 

Then,  quoting  again: 

Coin-operated  amusement  or  gaming  de¬ 
vices  are,  briefly,  machines  which  fall  within 
the  general  classification  colloquially  referred 
to  as  pinball  machines  and  slot  machines. 
A  separate  liability  is  incurred  with  respect 
to  each  machine,  but  if  one  such  machine  is 
replaced  by  another,  such  other  machine  will 
not  be  considered  an  additional  machine. 


There  is  also  a  definition  on  page  84  of 
the  bill: 

So-called  slot  machines  which  operate  by 
means  of  insertion  of  a  coin,  token,  or  similar 
object  and  which,  by  application  of  the  ele¬ 
ment  of  chance,  may  deliver,  or  entitle  the 
person  playing  or  operating  the  machine  to 
receive  cash,  premiums,  merchandise,  or 
tokens. 

In  other  words,  it  is  the  gambling  out¬ 
fit  we  are  trying  to  hit.  If  we  have  not 
covered  it  completely,  tell  the  committee 
and  we  will  endeavor  to  provide  language 
for  it.  I  may  say  to  the  gentleman  fur¬ 
ther  that  the  language  of  these  various 
items  that  are  called  to  my  attention  at 
the  moment  have  been  very  carefully 
gone  over  by  the  Drafting  Service,  Mr. 
Beaman  and  Mr.  O’Brien.  Of  course, 
those  gentlemen  are  only  human  like  the 
rest  of  us.  They  may  have  made  mis¬ 
takes  or  there  may  be  omissions.  It  is 
the  omissions  that  we  are  particularly 
anxious  to  find  at  the  present  time  in 
order  to  add  anything  that  may  bring  in 
revenue  to  the  Government.  Am  I  stat¬ 
ing  the  case  correctly  for  the  Committee? 

Mr.  CRAWFORD.  I  agree  with  the 
gentleman.  I  am  very  much  disappointed 
that  this  language  does  not  embrace 
these  moving-picture  machines,  because 
if  you  go  around  these  watering  places, 
bathing  beaches,  and  such  as  that,  there 
is  most  always  present  a  room  which  is 
more  or  less  filled  with  these  dirty  mov¬ 
ing-picture  coin  slot  machines. 

Mr.  TREADWAY.  This  particular 
paragraph  would  only  apply  where  the 
person  putting  the  money  in  the  slot  gets 
something  in  return,  either  money,  a 
prize,  or  something  else,  as  a  gambling 
proposition.  I  am  sorry  to  find  that  my 
colleague  evidently  knows  from  personal 
investigation  where  that  sort  of  moving 
picture  may  be  found.  I  myself  am  ig¬ 
norant  of  it. 

Mr.  CRAWFORD.  We  go  to  these 
places  and  see  hundreds  of  thousands  of 
American  youths  participating  in  the  op¬ 
eration  of  those  machines.  I  believe  it  is 
very  well  that  we  take  note  and  look  at 
the  thing  ourselves. 

Mr.  TREADWAY.  I  would  suggest  that 
the  gentleman  prepare  some  language 
in  the  way  of  an  amendment  and  submit 
it  to  the  majority  in  the  next  day  or  two. 

Mr.  COOPER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  TREADWAY.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  COOPER.  I  invite  the  attention  of 
the  gentleman  from  Michigan  to  this  sit¬ 
uation.  In  order  to  cover  the  type  of 
machines  that  he  evidently  has  in  mind, 
you  would  also  get  into  the  question  of 
including  a  great  many  others  such  as 
machines  playing  phonograph  records,  a 
field  the  committee  thought  probably 
should  not  be  invaded  at  this  time,  at 

Mr.  CRAWFORD.  I  think  the  com¬ 
mittee  acted  very  wisely  in  exempting 
vending  machines,  for  instance,  where 
candy,  chewing  gum,  peanuts,  and  so  on, 
are  sold,  but  my  question  is  as  to  the 
others. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  myself  5  additional  minutes. 


Although  I  have  been  on  the  Ways  and 
Means  Committee  for  nearly  25  years,  I 
have  never  participated  in  the  drafting 
of  any  tax  bill  where  there  was  a 
finer  spirit  of  cooperation  among  all  the 
Members  or  less  partisanship  displayed. 
Not  a  single  vote,  so  far  as  I  recall,  was 
cast  along  party  lines.  This,  I  believe,  is 
worth  noting. 

Also,  it  should  be  stated  that  the  com¬ 
mittee  drafted  its  own  bill  without  being 
unduly  influenced  from  any  source.  Our 
colleagues  on  the  majority  side  displayed 
rare  indifference  to  administration  pres¬ 
sure,  even  though  it  came  from  no  less  a 
source  than  the  White  House.  They  are 
to  be  commended  for  adhering  to  their 
honest  convictions  and  for  placing  the 
good  of  the  country  above  party  loyalty. 

The  committee  in  its  deliberations  was 
guided  by  a  desire  to  see  to  it  that  the 
increased  burden  was  fairly  distributed 
among  the  different  classes  of  Federal 
taxation.  Approximately  38  percent  of 
the  increase  will  come  from  corporations, 
33  percent  from  the  individual  income 
tax,  25  percent  from  excise  taxes,  and  4 
percent  from  estate  and  gift  taxes. 

Finding  few  new  sources  of  taxation 
available  or  practicable,  the  committee 
necessarily  had  to  rely  upon  the  increase 
of  existing  taxes  to  obtain  most  of  the 
required  revenue. 

It  first  made  an  effort  to  obtain  as 
much  of  the  total  as  possible  from  cor¬ 
poration  income  and  excess-profits  taxes. 
The  committee  adopted  the  Treasury’s 
suggestion  for  imposing  a  surtax  of  5 
percent  on  the  first  $25,000  of  net  in¬ 
come  and  6  percent  on  the  balance. 

By  imposing  a  surtax  instead  of  in¬ 
creasing  the  existing  normal  corporation 
taxes  by  equivalent  amounts,  the  Gov¬ 
ernment  is  able  to  tax  in  the  hands  of 
corporations  interest  from  Government 
bonds  which  is  exempt  from  normal  in¬ 
come  ta^  but  is  subject  to  surtax. 

The  practical  effect  of  the  change  is  to 
increase  the  income-tax  rate  on  larger 
corporations  from  24  to  30  percent.  The 
smaller  corporations,  which  are  now  sub¬ 
ject  to  rates  of  from  14.85  to  18.7  percent, 
will  have  their  tax  increased  by  5  percent 
in  each  bracket. 

The  committee  overwhelmingly  re¬ 
jected  the  Treasury’s  excess-profits-tax 
proposal,  which  would  have  done  away 
with  the  present  alternative  methods  of 
computing  the  excess-profits  credit,  based 
on  either  average  earnings  or  invested 
capital,  and  have  required  all  corporations 
to  pay  excess-profits  tax  on  the  basis  of 
invested  capital  alone. 

By  adopting  the  proposal  of  the  Joint 
Committee  on  Taxation  to  retain  the 
present  alternative  methods  of  computing 
the  credit,  but  to  require  the  excess- 
profits  tax  to  be  computed  before  com¬ 
puting  and  deducting  the  corporate 
income  tax,  the  committee  realized  con¬ 
siderably  more  revenue  from  this  source 
than  was  proposed  by  the  Treasury. 
However,  the  burden  will  be  more  equi¬ 
tably  distributed. 

In  its  recommendations  in  connection 
with  the  individual  income  tax,  the  Treas¬ 
ury  opposed  any  broadening  of  the  base 
through  lowered  exemptions.  Its  opposi¬ 
tion  to  such  a  change  was  based  on  the 
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small  amount  of  revenue  to  be  derived 
from  taxpayers  thus  made  subject  to  in¬ 
come  tax  and  because  of  the  fact  that 
the  present  exemptions  already  reach 
single  persons  earning  more  than  $15.77 
per  week  and  married  men  without  de¬ 
pendents  earning  more  than  $38.46  per 
week.  It  was  also  pointed  out  that  those 
in  the  low-income  brackets  are  subject 
to  a  heavy  burden  of  indirect  and  hidden 
taxes. 

There  is  much  to  be  said  on  both  sides 
of  the  question  of  lowering  the  income- 
tax  exemptions.  Unquestionably,  if  the 
people  were  made  more  tax  conscious 
through  the  levying  of  a  direct  tax  upon 
their  incomes,  they  would  exert  more  in¬ 
fluence  in  restraining  Government  spend¬ 
ing.  Also,  they  would  acquire  a  sense  of 
responsibility  for  the  support  of  Govern¬ 
ment. 

I  am  a  thorough  believer  in  the  desira¬ 
bility  of  tax  consciousness,  but  we  must 
keep  in  mind  that  when  we  lower  the  ex¬ 
emptions  we  get  very  little  additional 
revenue  from  the  new  taxpayers  who  are 
brought  in.  It  becomes  necessary  to 
greatly  increase  the  already  swollen  staff 
of  the  Bureau  of  Internal  Revenue  in 
order  to  audit  the  returns,  and  this  cost  is 
practically  as  much  as  the  amount  of 
revenue  received.  Most  of  the  increased 
revenue  as  a  result  of  lowering  the  ex¬ 
emptions  comes  from  the  existing  tax¬ 
payers,  who  have  their  taxable  income 
increased  in  the  highest  bracket  by  the 
amount  of  the  reduction  in  the  exemp¬ 
tion. 

Many  feel  that  despite  these  facts  it 
wculd  be  worth  while  to  lower  the  exemp¬ 
tions  because  of  the  general  good  which 
would  result.  Every  man  and  woman 
ought  to  contribute  to  the  support  of 
Government.  They  are  now  doing  so 
through  hidden  taxes,  but  it  would  be 
better  if  it  were  done  in  the  open  through 
a  direct  tax. 

Studies  made  by  the  National  Re¬ 
sources  Committee  indicate  that  82  per¬ 
cent  of  the  families  and  single  individ¬ 
uals  in  the  country  have  incomes  of  less 
than  $2,000  annually,  and  that  this  group 
receives  51  percent  of  the  total  consumer 
income.  The  same  study  shows  that 
nearly  98  percent  of  the  people  have  in¬ 
comes  of  less  than  $5,000,  embracing  80 
percent  of  the  total  consumer  income. 
These  facts  will  doubtless  be  borne  in 
mind  by  the  drafters  of  the  next  tax  bill. 

The  chairman  of  the  Ways  and  Means 
Committee,  in  his  statement  before  the 
Rules  Committee,  indicated  that  another 
tax  bill  might  be  expected  next  year 
which  would  add  to  the  already  heavy 
burden  of  the  people.  When  that  bill  is 
written,  we  will  be  “scraping  the  bottom 
of  the  barrel,”  so  to  speak,  and  as  he 
pointed  out,  it  may  become  necessary  to 
resort  to  a  general  sales  levy  such  as  was 
reported  by  the  Ways  and  Means  Com¬ 
mittee  in  1932  and  rejected  by  the  House. 
In  other  words,  we  will  have  to  get  the 
revenue  wherever  we  can  find  it,  which 
means  that  we  may  also  have  to  levy  high 
enough  taxes  on  small  incomes  to  make 
a  lowering  of  the  exemptions  worth 
while. 

The  Treasury  Department,  while  op¬ 
posing  the  lowering  of  the  income-tax 
base,  recommended  that  the  first  dollar 
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of  income  in  excess  of  the  present  ex¬ 
emptions  ($800  for  single  persons,  $2,000 
for  married  persons)  be  taxed  at  the  ini¬ 
tial  rate  of  16  ^  percent.  The  present 
initial  rate,  including  the  defense  tax,  is 
4.4  percent.  The  committee  felt  that  the 
Treasury  proposal  was  too  drastic  and 
too  sharp  an  increase.  The  bill  therefore 
provides  for  a  more  moderate  rate.  In 
addition  to  the  4-percent  normal  tax,  it 
imposes  a  5-percent  surtax  on  the  first 
dollar  of  income  in  excess  of  the  personal 
exemptions,  which  with  the  defense  tax, 
makes  a  total  initial  rate  of  9.9  percent. 

The  following  table  shows  the  tax  on 
various-sized  incomes  under  the  present 
law,  the  Treasury  proposal,  and  the 
pending  bill: 


Single  person 


Net  income 

Tax 

Existing 

law 

Treasury 

proposal 

Bill 

$000 . . . 

$0.44 

.$12.  54 

$5.94 

$1,000, . 

4.  40 

28.  eo 

15.  40 

$2,000 . . . 

44.  00 

189.  20 

no.  oo 

$3,000- . 

83.  CO 

356.  40 

211.  20 

$4,000. . 

123.  20 

550.  00 

338.  80 

$5,000... . 

171.  CO 

748.  00 

473.  00 

$10,000 . 

686.  40 

I,  958.  00 

1,  469.  60 

Married  person,  no  dependents 


Net  income 

Tax 

Existing 

law 

Treasury 

proposal 

Bill 

$2,500 . 

$11.  00 

$71.  50 

$38.  50 

$3,000 . 

30.80 

151.80 

85.  SO 

$4,000 . 

70.40 

312.  40 

180.  10 

$5,000 . 

no.  oo 

506.  00 

308.  00 

$10,000 . 

528.  00 

1,628.  00 

1,  166.  00 

Perhaps  the  most  controversial  feature 
of  the  bill  is  that  which  requires  hus¬ 
bands  and  wives  living  together  to  file  a 
joint  income-tax  return.  It  has  been  bit¬ 
terly  criticized,  both  on  constitutional 
grounds  and  as  being  an  encouragement 
to  divorce  and  immoral  relationships. 
Since  this  item  will  come  up  for  separate 
discussion  on  Monday,  I  shall  not  take 
the  time  today  to  go  into  the  various 
aspects  of  the  problem. 

In  considering  the  estate  and  gift  taxes, 
the  committee  felt  that  in  view  of  the  fact 
that  the  existing  rates  were  quite  sub¬ 
stantial,  running  up  to  70  percent  in  the 
case  of  the  estate  tax  and  three-fourths 
of  that  amount  in  the  case  of  the  gift  tax, 
it  would  not  be  proper  to  impose  as  great 
an  additional  burden  on  estates  and  gifts 
as  recommended  by  the  Treasury.  Con¬ 
sequently,  we  retained  the  existing  ex¬ 
emptions,  but  increased  the  rates  some¬ 
what  in  the  lower  and  middle  brackets. 

The  committee  deferred  the  consider¬ 
ation  of  excise  taxes  until  it  had  exhaust¬ 
ed  the  possibilities  of  additional  revenue 
from  income  and  profits  taxes,  based  on 
ability  to  pay.  The  excise  levies  fall  upon 
the  great  masses  of  the  people,  and  rest 
most  heavily  on  those  with  the  least  tax- 
paying  ability.  The  committee,  of  course, 
had  in  mind  that  the  people  were  already 
heavily  taxed  through  indirect  and  hid¬ 
den  levies  of  this  character.  The  Treas¬ 
ury  had  originally  recommended  an  in¬ 
crease  of  nearly  $1,200,000,000  in  excise 


taxes,  but  under  the  committee  bill  the 
amount  to  be  obtained  from  this  source 
has  been  reduced  to  $880,000,000. 

Among  the  proposed  increases  in  ex¬ 
cise  taxes  as  recommended  by  the  Treas¬ 
ury  which  the  committee  refused  to 
adopt  were  those  on  tobacco,  beer,  and 
gasoline.  It  was  felt  that  these  articles 
were  already  heavily  taxed.  The  com¬ 
mittee  also  refused  to  adopt  the  Treas¬ 
ury’s  suggestion  for  the  reenactment  of 
a  tax  on  bank  checks.  A  similar  tax  was 
tried  a  few  years  ago  but  was  repealed 
after  a  brief  period. 

Among  the  existing  excise  taxes  in¬ 
creased  by  the  bill  is  that  on  automobiles, 
on  which  the  rate  is  now  3x/2  percent. 
Mr.  Leon  Henderson,  who  is  in  charge  of 
the  price-control  program,  recommended 
that  the  tax  on  automobiles  be  increased 
to  20  or  25  percent  in  order  to  prevent 
the  probable  inflation  of  prices  due  to  the 
demand  for  new  cars  exceeding  the  re¬ 
duced  supply.  The  committee  did  not  feel 
justified  in  imposing  so  great  a  tax  and 
simply  adopted  the  Treasury  proposal  for 
doubling  the  present  rate  to  a  total  of  7 
percent. 

Mr.  Henderson  also  suggested  the  im¬ 
position  of  taxes  on  a  number  of  other 
items,  the  production  of  which  com¬ 
peted  for  raw  materials  and  labor  need¬ 
ed  in  defense.  Some  such  taxes  were  im¬ 
posed  and  others  rejected.  Among  those 
included  were  taxes  on  air-conditioning 
equipment,  rubber  goods,  commercial 
washing  machines,  optical  goods,  electric 
signs,  electrical  appliances,  and  business 
and  store  machines.  The  committee  re¬ 
fused  to  adopt  proposed  taxes  on  oil 
burners,  metal  furniture,  paints  and  var¬ 
nishes,  and  electrical  and  mechanical 
measuring  devices. 

I  personally  opposed  the  Henderson 
proposals,  feeling  that  so  far  as  com¬ 
petition  with  defense  is  concerned  the 
matter  can  be  adequately  handled 
through  the  system  of  priorities  which 
has  been  set  up. 

While  the  committee  tentatively 
adopted  a  tax  on  cutlery,  it  was  elimi¬ 
nated  before  the  bill  was  reported.  In 
my  opinion  the  proposed  tax  was  utterly 
without  justification. 

In  the  case  of  soft  drinks  the  Treasury 
recommended  a  rate  of  1  cent  per  bottle. 
The  committee,  however,  took  into  con¬ 
sideration  the  fact  that  such  a  tax  might 
cripple  the  industry  since  its  sales  de¬ 
pend  upon  a  5-cent  price.  Instead  of 
adopting  the  Treasury  proposal,  the 
committee  fixed  a  rate  of  one-sixth 
of  a  cent  per  bottle,  which  of  course  is 
equivalent  to  4  cents  per  case.  So  far 
as  I  am  informed  the  bottling  industry 
will  not  be  able  to  absorb  this  tax  due 
to  its  small  margin  of  profit.  I  feel  that 
the  tax  should  be  eliminated,  or  at  least 
further  reduced. 

The  committee  also  tentatively  adopt¬ 
ed  a  proposed  tax  on  candy  and  chewing 
gum.  This  was  subsequently  eliminated 
from  the  bill,  and  I  was  glad  to  have  been 
instrumental  in  this  action.  Candy  is  a 
food,  and  is  recognized  as  such  by  the 
Army.  It  competes  with  such  things  as 
iced  cookies,  cakes,  pastry,  and  so  forth, 
which  would  not  be  taxed.  Also  it  is  to 
a  large  extent  bought  by  children,  as  is 
chewing  gum. 
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One  of  the  taxes  I  was  pleased  to  see 
included  in  the  bill  is  that  on  billboards. 
They  clutter  up  the  landscape  all  over 
the  country  and  constitute  a  traffic 
hazard  in  many  instances.  The  com¬ 
mittee  found  that  the  provision  as 
drafted  would  work  a  hardship  in  many 
cases,  and  a  committee  amendment  has 
been  agreed  to  which  will  remedy  this 
situation  to  some  extent  by  proposing 
a  lower  tax  on  smaller  billboards.  I 
hope  that  provision  will  also  be  made  so 
that  no  tax  will  be  imposed  where  the 
owner  of  the  billboard  gives  the  Govern¬ 
ment  free  use  of  his  facilities,  as  many 
have  done  in  connection  with  the  Treas¬ 
ury’s  defense-bond  campaign  and  other 
Government  programs. 

There  are  one  or  two  things  done  by 
the  bill  which  may  be  overlooked  unless 
special  mention  is  made  of  them.  I 
refer,  first,  to  the  fact  that  the  bill  makes 
permanent  the  so-called  defense-tax  in¬ 
creases  made  by  the  first  Revenue  Act 
of  1940,  which  were  originally  imposed 
for  a  5 -year  period.  Also,  I  wish  to  call 
attention  to  the  fact  that  the  bill  makes 
permanent  the  so-called  nuisance  taxes 
which  were  originally  imposed  in  1932 
for  a  2 -year  period,  and  which  have  been 
extended  five  different  times,  the  last 
extension  being  to  1945.  Apparently  we 
are  going  to  need  this  additional  revenue 
for  some  time  to  come,  and  the  com¬ 
mittee  felt  there  was  no  use  troubling 
Congress  to  pass  periodic  extension 
legislation. 

In  closing  let  me  say  to  those  who  find 
fault  with  the  bill  that  no  perfect  tax  bill 
was  ever  enacted.  Nor  could  any  tax 
bill  be  drafted  which  would  please  every¬ 
one.  There  are  many  features  of  the  bill 
which  I  do  not  like,  but  the  paramount 
need  of  additional  revenue  compels  me 
to  vote  for  it  whether  I  like  it  or  not. 

Let  me  say,  too,  that  this  bill  may  be 
only  the  beginning  of  our  ultimate  tax 
burden.  The  President  has  already  said 
that  we  may  expect  annual  tax  bills  dur¬ 
ing  the  emergency,  which  of  course  is 
nothing  new  since  we  have  been  having 
them  right  along  these  past  few  years. 
Not  only  must  we  meet  the  staggering 
costs  of  defense,  but  some  day  we  must 
begin  to  pay  off  the  huge  debt  which  has 
accumulated,  and  which  will  continue  to 
mount  for  some  time. 

Let  no  one  expect  anything  but  high 
taxes  for  an  indefinite  period.  Our  ex¬ 
perience  in  the  past  teaches  us  that  once 
we  have  built  up  our  expenditures  to  an 
extraordinarily  high  level  as  a  result  of 
an  emergency,  we  never  get  back  to  the 
level  that  existed  before.  This  has  been 
demonstrated  all  through  our  history  as 
a  Nation. 

The  President  once  said  that  “We  have 
a  rendezvous  with  destiny.”  Let  me  say 
that  we  also  have  a  rendezvous  with  the 
tax  collector. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  30  minutes  to  the  gentleman  from 
Indiana  [Mr.  BoehneL 

Mr.  BOEHNE.  Mr.  Chairman,  it  shall 
be  my  purpose  to  discuss  what  is  probably 
the  most  controversial  section  of  the 
pending  tax  bill.  I  refer  to  section  111, 
which  is  found  on  pages  13  to  22  of  H.  R. 
5417.  Before  doing  that,  however,  I  can¬ 
not  refrain  from  making  a  general 


statement  regarding  the  fiscal  policy  of 
our  Government,  and  the  seemingly 
lackadaisical  attitude  of  the  Congress  to 
do  anything  about  it. 

As  you  so  well  know,  it  is  not  my  habit 
to  appear  very  often  on  the  floor  of  the 
House  and  make  speeches  in  support  of 
or  in  opposition  to  pending  legislation. 
However,  in  almost  every  instance  I  have 
given  warnings,  and  I  find  now  that  they 
were  very  feeble,  that  unless  we  in  the 
legislative  branch  of  the  Government 
acted  very  decisively  in  the  curtailment 
of  unnecessary  expenditures  of  Govern¬ 
ment,  we  would  find  ourselves  in  a  very 
disagreeable  position  and  the  country  in 
a  very  dangerous  position.  I  believe  that 
we  have  passed  the  point  of  safety,  and 
unless  barricades  are  erected,  we  will  go 
headlong  into  a  catastrophe  from  which 
there  will  be  no  emerging,  and  we  will 
eventually  arrive  at  the  abyss  where  the 
credit  structure  will  tumble  of  its  own 
weight.  To  be  brutally  frank,  and  look¬ 
ing  at  matters  rather  cold-bloodedly,  I 
am  more  greatly  disturbed  about  the 
credit  structure  of  this  Government  than 
I  am  of  the  possibility  of  the  United 
States  getting  into  a  shooting  war. 

The  responsibility  for  this  condition 
rests  solely  with  the  Congress  of  the 
United  States.  We  have  passed  appro¬ 
priation  bills  calling  for  greater  and 
greater  expenditures  of  money,  which  we 
did  not  have,  and  we  saw  no  prospect  of 
securing.  We  were  asked  to  write  new 
tax  bills,  and  evei*y  time  we  did  that,  new 
requests  for  additional  appropriations 
were  made  to  us,  and  we  very  blindly  fol¬ 
lowed  the  course  of  least  resistance. 

I  know  it  is  a  comparatively  simple 
matter  for  men  to  rise  in  their  seats  to 
rail  and  rant  against  the  administration, 
including  the  President  of  the  United 
States,  and  it  is  axiomatic  that  the  party 
in  power  is  responsible  for  the  prosecu¬ 
tion  of  Government.  At  the  same  time, 
however,  we  must  not  lose  sight  of  the 
fact  that  we,  sitting  here  as  representa¬ 
tives  of  the  people,  have  the  right  to  con¬ 
trol  the  purse  strings  of  the  Nation.  But 
on  innumerable  occasions  we  have  neg¬ 
lected  to  do  that  which  our  better  judg¬ 
ment  told  us  to  do. 

The  answer  to  the  impasse  in  which 
we  now  find  ourselves  cannot  be  found 
in  the  Ways  and  Means  Committee.  It 
cannot  necessarily  be  found  in  the  Com¬ 
mittee  on  Appropriations,  but  it  can  be 
found  in  the  attitude,  which  we  as  indi¬ 
viduals  can  and  must  take  if  we  want 
to  leave  to  our  children  a  government 
as  sound  as  it  was  given  to  us. 

There  is  no  objection  on  the  part  of 
the  people  of  the  United  States  to  sac¬ 
rifice  to  the  limit  when  money  is  spent 
for  the  defense  of  this  country,  but  in 
making  those  sacrifices  we  must  so  con¬ 
duct  ourselves  that  when  the  battle  is 
won  we  will  still  have  not  an  empty  shell 
but  a  solid  foundation  upon  which  to 
build  for  the  future.  This  means  that 
in  times  of  emergency  nondefense  ex¬ 
penditures  must  be  curtailed  to  the  bone. 
In  doing  this  inequities  will  of  necessity 
arise,  but  Members  of  Congress  must  take 
the  bit  in  their  mouths,  and  lead  the 
way.  Many  there  will  be  who  will  not  be 
returned  to  the  halls  of  Congress  be¬ 
cause  a  militant  minority,  which  believes 


in  meting  out  undeserved  punishment, 
refuses  to  see  the  handwriting  on  the 
wall.  That  is  the  chance  that  all  of  us 
are  going  to  have  to  take,  but  it  is  emi¬ 
nently  a  chance  worth  while.  It  is  a  lot 
more  important  that  this  country  re¬ 
main  a  republic,  which  all  of  the  finan¬ 
cial  earthquakes  cannot  destroy,  than  it 
is  for  any  single  one  of  us  to  be  reelected 
and  for  the  country  to  be  ruined  for  our 
children’s  children. 

I  am  convinced  that  a  very  necessary 
surgical  operation  is  needed  now  to  save 
the  patient,  and  I  believe  that  we  have 
brains  enough  and  nerve  enough  to  go 
ahead  and  not  force  the  next  generation 
to  make  an  autopsy  over  the  remains. 
This  may  mean  a  tremendous  slash  in 
W.  P.  A.  funds.  It  may  mean  a  tremen¬ 
dous  curtailment  of  funds  to  the  De¬ 
partment  of  Agriculture,  which  today 
is  using  considerably  over  $1,009,000,000 
annually.  It  may  mean  either  the  mili¬ 
tarization  or  removal  of  all  Civilian  Con¬ 
servation  camps.  It  may  mean  a  cut  in 
the  Department  of  the  Interior.  It  may 
mean  a  slash  of  expenditures  for  recla¬ 
mation  and  irrigation.  It  may  mean  a 
cessation  of  additional  power  develop¬ 
ment  for  the  time  being.  It  may  mean 
getting  along  in  the  best  way  that  we 
can  in  every  department  of  government. 
It  may  mean  the  abolition  of  pet  com¬ 
missions  and  bureaus. 

This  committee  has  been  working  as¬ 
siduously  for  over  3  months,  giving  all 
of  its  time  to  working  out  difficult  prob¬ 
lems  of  taxation.  It  has  tried  to  pre¬ 
sent  to  the  Congress  a  tax  bill  that  is 
as  equitable  as  25  men  could  prepare. 
This  bill,  as  has  been  told  you  previously, 
contemplates  an  additional  burden  of 
over  three  and  one-half  billion  dollars 
annually  on  the  taxpayers  of  this  coun¬ 
try.  Do  we  not  owe  it  to  the  taxpayers, 
yes,  to  all  of  the  people  whom  we  repre¬ 
sent,  to  make  all  of  the  savings  that  we 
possibly  can,  so  that  when  the  next  gen¬ 
eration  comes  along  it  will  not  be  nec¬ 
essary  for  them  to  hold  up  their  hands 
in  utter  despair,  repudiate  every  bond 
of  the  United  States  Government  with 
the  cry:  “We  did  not  make  this  debt; 
let’s  start  from  scratch”?  Therefore,  my 
plea  to  you,  gentlemen,  is  that  some  de¬ 
cisive  action  be  taken  in  the  near  fu¬ 
ture  so  as  to  prevent  the  shame  and 
disgrace  that  will  come  to  us  in  later 
years. 

Now,  I  come  to  the  matter  that  I  want 
to  discuss  in  some  detail.  Section  111  of 
H.  R.  5417  requires  husbands  and  wives 
living  together  to  file  a  joint  return  if 
their  aggregate  gross  income  is  $2,000 
or  over,  and  to  compute  the  tax  on  the 
aggregate  income.  The  liability  for  the 
tax  may  be  joint  and  several,  or  at  the 
election  of  either  spouse  may  be  appor¬ 
tioned  between  them.  The  apportion¬ 
ment  is  to  be  made  according  to  the  ratio 
of  the  taxes  which  each  spouse  would 
have  been  required  to  pay  had  they  filed 
separate  returns.  That,  in  substance,  is 
section  111,  although  it  takes  about  eight 
pages  to  put  it  all  in  legal  phraseology. 

I  recognize  that  there  are  honest  dif¬ 
ferences  of  opinion  on  this  subject.  There 
are  some  who  will  go  so  far  as  to  say . 
that  it  is  unfair,  and  there  are  others  who 
will  attempt  to  dissect  that  section  on 
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purely  legal  and  constitutional  grounds. 
I  have  no  thought  of  presenting  a  legal 
brief  on  the  constitutional  aspects  of  this 
particular  legislation.  I  feel  certain  that 
one  more  versed  in  the  law  would  be  able 
to  make  a  case  from  every  possible  view¬ 
point.  I  merely  want  to  point  out  some 
of  the  reasons  why  the  committee  felt 
that  a  mandatory  joint  return  was  em¬ 
inently  fair  and  just. 

The  present  law  provides  that  a  hus¬ 
band  and  wife  may  file  a  joint  return, 
listing  all  income  of  both  husband  and 
wife  on  one  return,  and  take  the  allowable 
exemption  as  provided  by  law.  However, 
the  present  law  also  provides  that  a  hus¬ 
band  and  wife  may  file  single  returns, 
and  each  spouse  take  any  portion  of  the 
$2,000  exemption  on  his  or  her  return, 
provided  the  total  exemption  for  both 
spouses  does  not  exceed  $2,000.  From 
this  it  can  be  seen  that  if  the  husband 
has  a  greater  income  than  the  wife,  he 
would  naturally  take  the  greater  share 
of  the  exemption  or  vice  versa.  Under 
section  111,  this  is  changed  and  we  pro¬ 
vide  that  husband  and  wife,  both  having 
separate  incomes,  must  file  a  joint  re¬ 
turn  and,  of  course,  are  given  the  single 
$2,000  exemption. 

I  am  sure  that  the  example  cited  in  the 
report  will  bear  repetition  at  this  point. 
Under  the  present  law,  if  the  entire  in¬ 
come  is  earned  by  the  husband,  the  fam¬ 
ily  is  required  to  pay  a  greater  tax  than 
if  the  wife  had  contributed  to  the  family 
income.  If  the  husband  and  wife  had  an 
income  of  $10,000,  but  it  was  all  earned 
by  the  husband,  the  tax  under  the  pre¬ 
sent  law  with  the  proposed  rates  in  this 
bill  will  amount  to  $1,160.  On  the  other 
hand,  if  $5,000  of  the  income  was  con¬ 
tributed  by  the  wife,  the  total  tax  to  be 
paid  by  the  family  under  the  present  law 
by  filing  separate  returns  with  the  pro¬ 
posed  rates  will  be  $830 — or  $440  by  each 
spouse.  These  two  families  in  this  ex¬ 
ample  have  the  same  income,  yet  one  will 
pay  $286  more  than  the  other.  Since  in 
most  cases  the  family  income  is  con¬ 
tributed  by  the  husband,  the  present  law 
operates  unjustly  against  the  greater 
majority  of  families  in  the  country.  Cer¬ 
tainly,  one  does  not  have  to  stretch  the 
imagination  to  realize  that  the  man 
whose  wife  has  a  separate  income  is  in 
a  better  position  than  the  man  whose  wife 
has  no  separate  income. 

Probably  on  no  individual  item  in  any 
tax  bill,  at  least  not  since  I  have  been  a 
member  of  this  committee  beginning  in 
1933,  have  Members  of  Congress,  and 
more  particularly  members  of  the  Ways 
and  Means  Committee,  been  flooded  with 
letters  and  telegrams  in  an  attempt  to  set 
aside  what  seemed  to  the  committee  to 
be  eminently  just.  From  the  viewpoint 
of  the  mail  received  it  would  almost  ap¬ 
pear  as  though  the  country  was  unani¬ 
mous  in  its  opposition  to  this  feature  of 
the  pending  bill.  Upon  investigation  it 
was  quite  interesting  to  find  out  from  the 
record  just  whose  ox  was  being  gored. 
The  Joint  Committee  on  Internal  Rev¬ 
enue  Taxation  prepared  for  those  of  us 
who  were  interested  in  this  phase  of  tax¬ 
ation  some  very  interesting  information 
and  took  as  a  basis  the  complete  returns 
for  the  calendar  year  of  1938.  I  would 
direct  your  attention  to  page  16  of  the 


printed  report  of  the  committee,  under 
the  heading  “Table  2,”  where  you  will  find 
some  enlightening  information  in  regard 
to  income-tax  returns  filed  by  married 
couples,  living  together,  in  1938.  Of 
course,  every  Member  of  Congress  will 
immediately  glance  at  his  own  State  to 
see  what  the  record  shows  for  that  State. 
Naturally  I  turned  to  the  State  of  In¬ 
diana,  and  there  I  found  that  there  were 
filed  in  1938  a  total  of  61,317  returns,  of 
which  59,335  represented  joint  returns  of 
husband  and  wife.  That  means  that  had 
this  mandatory  provision  been  a  part  of 
the  law,  only  1,982  families  would  have 
been  affected,  or  roughly  3.2  percent  of 
the  total  number  of  returns.  The  figures 
for  the  country  as  a  whole  show  that  with 
returns  totaling  slightly  in  excess  of 
3,000,000,  already  2,866,000  represent 
joint  returns,  while  those  filing  separate 
returns  because  of  separate  income  rep¬ 
resent  only  5.77  percent  of  the  total. 

I  am  sure  that  many  of  you  have  re¬ 
ceived  in  letter  form  every  conceivable 
argument  against  this  proposal.  Some  of 
those  that  I  have  received  may  certainly 
be  classed  as  senseless  and  ridiculous. 
May  I  call  your  attention  to  a  few  of  these 
arguments  taken  from  correspondence? 
One  man  writes: 

1  have  been  married  nearly  29  years  and 
have  no  children.  My  wife  and  I  have  en¬ 
joyed  nearly  equal  incomes.  If  the  above  law 
goes  into  effect,  it  will  pay  us  to  get  a  divorce 
and  live  in  open  defiance  of  the  accepted  cus¬ 
toms  of  our  country.  We  do  not  wish  to  take 
this  step,  but  have  no  family  on  which  it 
would  react.  Help  us  to  avoid  such  a  breaking 
down  of  social  standards. 

A  woman  writes: 

At  present  I  am  able  to  use  that  money  to 
provide  necessities  to  a  good  many  unfortu¬ 
nates  and  to  help  members  of  my  family  who 
need  help.  This  I  would  not  be  able  to  do 
under  a  joint-income-tax  system.  I  should 
also  be  forced  to  cut  down  my  domestic  staff, 
inside  and  outside,  and  thus  add  to  the  al¬ 
ready  admittedly  great  number  of  still  un¬ 
employed  Some  of  these  people  will,  no 
doubt,  easily  find  work;  some  may  not.  My 
contributions  to  charity,  the  Red  Cross,  and 

funds  to  fight  disease  will  be  cut.  In - , 

Fla.,  where  I  live,  the  children  whose  parents 
cannot  buy  it  will  no  longer  have  fresh  milk 
daily. 

Another  man  writes  a  very  short  letter 
and  says: 

I  object  most  strenuously  to  your  plan  to 
force  husband  and  wife  to  make  joint  tax 
returns.  This  can  only  encourage  wealthy 
people  to  practice  immorality  and  get 
divorces. 

Then  here  is  a  letter  from  a  very  prom¬ 
inent  trade  association: 

We  are  most  emphatically  of  the  opinion, 
however,  that  the  situation  does  not  in  any 
way  justify  an  attack  upon  one  of  the  most 
fundamental  of  our  institutions,  the  family, 
by  a  discriminatory  tax  calculated  to  dis¬ 
courage  matrimony,  under  the  guise  of  rais¬ 
ing  revenue  to  defend  our  way  of  life.  It 
would  be  bad  enough  to  single  out  any  par¬ 
ticular  group  of  citizens  and  subject  them 
to  an  extra  heavy  tax,  but  when  the  group 
selected  is  one  which  hitherto  has  been  pro¬ 
tected  and  encouraged  by  the  teachings  of 
religion  and  the  dictates  of  sound  statesman¬ 
ship,  then,  indeed,  it  becomes  a  sacrifice  to 
mammon  and  Moloch 

Parenthetically,  may  I  interpose  at  this 
point  how  wonderful  it  is  that  religion  has 


at  last  pulled  up  some  men  by  their  own 
bootstraps,  that  even  trade  associations 
have  called  in  outside  help.  Would  that 
all  business  activities  would  be  motivated 
by  actions  emanating  from  the  same  high 
plane  of  morality. 

Here  is  another  interesting  argument 
in  which  the  natural  state  of  man  is  so 
forcefully  portrayed  in  good  English. 
This  man  writes: 

With  respect  to  the  persons  not  yet  married 
and  who  are  expecting  to  become  married,  I 
know  of  many  instances  where  young  girls 
and  young  men  work  in  offices  and  have  been 
engaged  to  be  married  for  several  years,  who 
finally  are  married  and  continue  with  their 
employment.  If  this  bill  should  become  a  law 
it  will  make  them  pay  a  higher  income  tax 
than  they  would  have  to  pay  if  they  remain 
single.  This  additional  burden,  added  to  the 
necessity  of  making  an  ordinary  living,  might 
be  a  factor  in  causing  them  to  decide  to  re¬ 
main  unmarried.  Naturally,  this  would  de¬ 
crease  the  birth  rate  of  the  Nation.  In  other 
cases  where  the  incomes  are  larger  and  where 
the  increased  taxes  would  mean  a  consid¬ 
erable  inroad  in  the  joint  incomes,  couples 
who  would  be  contemplating  marriage  might 
decide  that  the  financial  cost  is  too  great  and 
this  might  lead  to  a  state  of  association  which 
would  not  be  wholesome. 

And  then,  the  climax  of  propaganda 
was  reached  when  men,  whose  principal 
position  in  life,  by  their  own  choice,  is  to 
save  souls  and  for  the  building  up  of  the 
church  in  general,  came  forth  with  their 
arguments  why  mandatory  joint  returns 
should  not  be  imposed  upon  the  Ameri¬ 
can  people.  They  attempted  to  impress 
upon  us,  as  others  have  done,  that  this 
would  encourage  divorce,  celibacy,  a 
mercenary  attitude  toward  marriage, 
and  in  general  a  lowering  of  the  birth 
rate.  Certainly,  I  would  be  the  last  to 
speak  disrespectfully  of  any  gentleman 
of  the  cloth.  Every  one  of  them  has  a 
right  to  express  himself  on  public  ques¬ 
tions,  but  when  he  does,  he  must  likewise 
expect  a  reply  in  kind.  I  believe  that  I 
have  a  right  to  make  such  reply  because 
I  also  received  a  letter  from  an  organiza¬ 
tion  within  my  own  church  protesting 
against  this  provision.  To  all  of  them,  I 
say  simply  this,  if  a  husband  and  wife 
seek  sanctuary  in  the  divorce  courts  of 
our  country  because  of  the  imposition  of 
any  tax,  then  marriage  vows  meant  noth¬ 
ing  to  them  in  the  first  instance.  All  of 
the  emotional  clap-trap  that  has  ap¬ 
peared  in  the  newspapers  about  the  sanc¬ 
tity  of  marriage,  religion,  and  morals  is 
just  so  much  drivel.  Unfortunately,  not 
one  of  the  commentators,  at  least  those 
whom  I  have  read,  has  bothered  to  point 
out  that  compulsory  joint  returns  have 
been  required  under  British  income-tax 
law  for  a  long,  long  time,  and  no  one  has 
argued  that  this  requirement  has  seri¬ 
ously  increased  the  British  divorce  rate 
or  impaired  British  morals.  To  repeat 
the  argument  that  compulsory  joint  re¬ 
turns  would  penalize  marriage  and  dis¬ 
courage  home  building  is  to  my  mind 
sheer  nonsense.  Any  prospective  mar¬ 
riage  which  is  broken  up  because  of  the 
possibility  of  higher  income  taxes  is 
probably  not  worth  very  much.  As  I 
wrote  to  a  good  friend  of  mine  the  other 
day,  who  voiced  a  vigorous  protest  against 
this  provision,  fearing  that  it  was  an  at¬ 
tack  on  the  family  I  believe  just  the  re¬ 
verse  to  be  true.  For  many  years,  we 
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considered  the  family  as  a  unit  of  so¬ 
ciety.  Many  churches  have  been  built  on 
that  principle,  and  among  which  is  my 
own  church.  Then,  at  the  turn  of  the 
century,  it  seemed  as  though  family  ties 
were  beginning  to  loosen.  Now,  the  Con¬ 
gress  is  declaring  once  more  that  the 
family  shall  be  a  unit  in  our  social  struc¬ 
ture.  I  believe  that  that  is  a  very  salu¬ 
tary  thing,  even  though  it  reverts  some¬ 
what  to  the  horse-and-buggy  days. 

The  real  reason  why  churchmen  seem 
to  be  opposed  to  this  provision  is  that  it 
might  have  the  result  of  cutting  down 
the  flow  of  gifts  to  charitable  and 
benevolent  institutions,  which  include 
churches.  If  this  is  the  only  real  reason 
for  the  objection,  then  I  must  admit  it  is 
not  a  very  strong  one,  because  in  times  of 
emergency  our  Government  needs  the 
help  of  every  one  of  its  citizens  even  when 
financial  sacrifices  are  necessary.  I  be¬ 
lieve  that  to  be  good  gospel. 

To  conclude,  it  was  the  opinion  of  your 
committee  that  a  division  of  income  be¬ 
tween  husband  and  wife,  as  a  tax  saving 
device,  has  no  equitable  basis.  It  results 
in  an  unequal  distribution  of  the  tax 
burden  as  between  families  similarly 
situated.  This  proposal  has  real  merit. 

First.  It  prevents  the  income  tax  law 
from  operating  unfairly  with  respect  to 
a  family  where  all  the  income  is  re¬ 
ceived  by  one  spouse  as  compared  with 
a  family  where  the  income  is  received  by 
both. 

Second.  It  removes  the  discrimination 
under  the  present  law  against  earned  in¬ 
come  in  favor  of  investment  income. 

Third.  It  treats  a  family  living  in  one 
part  of  the  United  States  in  the  same 
manner  as  a  family  living  in  another 
part  of  the  United  States,  thus  removing 
the  discrimination  at  present  existing  in 
favor  of  those  residing  in  community- 
property  States. 

Fourth.  It  does  not  invade  the  rights 
of  a  married  woman.  It  treats  her  ex¬ 
actly  in  the  same  manner  as  her  husband 
for  Federal  tax  purposes.  It  merely  re¬ 
gards  the  family  as  the  taxable  unit  in¬ 
stead  of  the  individuals,  who  make  it  up. 

Fifth.  The  inherent  property  rights  of 
the  separate  members  of  the  taxable  unit 
are  in  no  way  invaded. 

Sixth.  It  prevents  the  income  tax  from 
being  avoided  through  interspouse 
transfers.  Property  acquired  by  one 
spouse  may  be  transferred  to  the  other 
spouse  mainly  for  the  purpose  of  reduc¬ 
ing  the  tax  liability  of  the  one,  who  would 
otherwise  have  the  greater  income. 

Seventh.  It  will  not  result  in  any  in¬ 
crease  in  the  divorce  rate  in  the  United 
States.  That  seems  almost  impossible  to 
do.  A  compulsory  joint  return  in  Great 
Britain  has  been  required  for  more  than 
20  years,  and  their  divorce  rate  is  not  as 
high  as  that  of  the  United  States. 

Eighth.  The  mandatory  joint  return 
will  not  result  in  an  increase  in  the  tax  of 
any  family  whose  net  income  does  not 
exceed  $4,000. 

Finally,  this  proposal  levies  the  tax 
according  to  ability  to  pay.  The  taxable 
capacity  is  made  to  depend  upon  the  in¬ 
come  that  accrued  to  the  family  and  not 
upon  the  way  that  income  happens  to  be 
owned  by  individual  members  of  the 
family. 


It  must  be  remembered  by  those  who 
cannot  and  will  not  be  convinced  of  the 
legitimacy  and  the  fairness  of  this  pro¬ 
posal  that  it  would  mean  striking  from 
the  estimated  revenues  of  this  bill  a  total 
of  $320,000,000.  That  in  itself  is  a  sizable 
sum  of  money,  and  when  that  money  can 
be  secured  through  the  equitable  means 
proposed  it  seems  to  me  that  it  would  be 
the  height  of  folly  to  strike  it  and  not 
offer  anything  in  its  place.  I  am  sure 
that  the  country  can  depend  upon  the 
sound  judgment  of  this  Congress  in  that 
this  branch  of  our  National  Assembly  will 
show  a  determination  to  do  what  the 
committee  in  its  judgment  thought  was 
the  proper  thing  to  do. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
New  York  I.Mr.  Reed]. 

Mr.  WILLIAM  T.  PHEIFFER.  Mr. 
Chairman,  will  the  gentleman  yield  to 
me  just  a  moment  so  that  I  may  ask  the 
gentleman  from  Indiana  a  question  that 
is  in  my  mind  that  I  should  like  to  clarify 
now? 

Mr.  REED  of  New  York.  I  yield  to 
the  gentleman  from  New  York. 

Mr.  WILLIAM  T.  PHEIFFER.  While 
I  am  not  in  accord  with  the  gentleman’s 
argument  in  favor  of  this  provision,  yet 
my  question  is  directed  to  the  mechanics 
of  filing  these  returns.  I  see  that  sub¬ 
section  (b)  of  paragraph  4  of  section  3 
provides  that  a  single  return  shall  be 
filed.  I  am  wondering  if  the  committee 
took  into  consideration  the  practicability 
or  the  feasibility  of  allowing  individual 
returns  to  be  filed  by  husbands  and  wives 
as  previously  and  considering  them  as  a 
unit,  so  that  there  would  not  be  a  dis¬ 
closure  of  the  income  of  each  spouse  to 
the  other  in  cases  where  such  disclosure 
might  play  havoc  with  the  financial  af¬ 
fairs  of  the  spouse  who  had  a  trust  in¬ 
come,  let  us  say,  and  the  other  spouse 
was  a  wastrel  or  a  spendthrift  and  was 
irresponsible. 

Mr.  BOEHNE.  I  am  sure  the  gentle¬ 
man  will  pardon  my  statement,  but  I 
shall  make  the  same  reply  to  the  gentle¬ 
man  and  to  the  House  that  I  made  in  the 
Committee  on  Ways  and  Means  to  that 
particular  question.  To  me  it  seems  im¬ 
possible  that  any  spouse  would  dare  to 
refuse  to  divulge  to  the  wife  or  husband 
what  his  particular  income  might  be.  To 
my  way  of  thinking,  that  would  be  a 
mighty  peculiar  union.  That  is  the  only 
answer  I  can  give. 

Mr.  WILLIAM  T.  PHEIFFER.  I  may 
say  to  the  gentleman  that  I  have  an  exact 
case  that  I  would  be  glad  to  explain  to 
him  later. 

Mr.  REED  of  New  York.  Mr.  Chair¬ 
man,  first  of  all  I  wish  to  pay  my  respects 
to  the  distinguished  chairman  of  the 
Committee  on  Ways  and  Means.  I  have 
marveled  for  weeks  at  his  patience  and 
his  good  nature.  I  commend  him  for  be¬ 
ing  eminently  fair  to  every  Member  of 
the  minority.  I  know  of  no  occasion 
where  I  have  sat  with  a  committee  where 
there  was  such  harmony  and  such  close 
cooperation  over  difficult  problems  as  has 
existed  during  the  session  which  has 
been  devoted  to  the  formulation  of  this 
tax  bill. 

Mr.  Chairman,  it  may  be  pertinent  to 
the  introduction  of  an  unpleasant  subject 


to  make  an  inquiry  as  to  why  the  Ways 
and  Means  Committee  is  here  today  ask¬ 
ing  the  House  of  Representatives  to  ap¬ 
prove  a  tax  bill  which  is  estimated  to 
yield  the  largest  amount  of  revenue  ever 
demanded  at  any  one  time  by  any  govern¬ 
ment  in  the  history  of  the  world.  I 
might  say,  at  this  time,  that  the  majority 
report  refers  to  the  amount  carried  in 
this  bill  as  “unprecedented,”  and  I  agree 
with  them  that  it  is  unprecedented. 

I  recall  that  many  of  us  who  have  voted 
against  the  large  appropriations  of  the 
New  Deal  were  much  embarrassed  in 
recent  political  campaigns  because  we 
could  not  “point  with  pride”  to  the 
“bacon”  brought  home  in  the  way  of  Fed¬ 
eral  expenditures  in  our  districts.  That 
super-propaganda  agency,  the  Office  of 
Government  Reports,  very  obligingly  tab¬ 
ulated  the  Federal  expenditures  in  each 
State  and  county,  and  tons  of  franked 
mail  were  sent  out  to  convince  the  voters 
of  the  generosity  of  those  who  voted  for 
large  appropriations.  The  New  Deal 
campaign  orators  made  the  welkin  ring 
with  promises  to  vote  for  larger  appro¬ 
priations  and  more  gifts  from  the  New 
Deal  gods. 

Now,  that  every  day  is  pay  day  for  the 
taxpayers,  the  “bacon”  emits  an  unpleas¬ 
ant  stench,  and  it  is  far  from  appetizing 
at  this  time  as  political  bait  for  votes. 

We  are  here  today  because  the  13  tax 
bills  enacted  so  far  by  the  New  Deal  have 
failed  to  keep  up  with  the  spending  spree. 

We  are  here  today  to  consider  the  four¬ 
teenth  New  Deal  tax  bill  and  make  way 
for  the  fifteenth  New  Deal  tax  bill  next 
winter. 

We  will  be  here  again  and  again  be¬ 
cause  you  have  consistently  refused  to 
stop  wasting  the  taxpayers’  money  and 
are  increasing  rather  than  decreasing 
nondefense  expenditures. 

We  are  here  today  to  present  a  so- 
called  defense  tax  bill  to  provide  for  non¬ 
defense  spending.  This  bill  should  be 
called  by  its  real  name — the  boondoggle 
tax  bill.  It  is,  in  truth,  a  bill  under  which 
the  American  people  are  to  begin  to  pay 
for  all  those  so-called  New  Deal  gifts 
which  poured  so  bountifully  into  the 
States,  cities,  and  counties  before  the  de¬ 
fense  program  started.  We  all  remember 
when  the  New  Deal  was  counting  tele¬ 
graph  poles,  raking  leaves,  building  rustic 
furniture  in  the  woods,  and  conducting 
the  great  grasshopper  census.  In  those 
lush  days,  a  Cabinet  officer  stated  pub¬ 
licly  that  the  American  people  were  “too 
damn  dumb”  to  understand  President 
Roosevelt’s  financial  policies.  The 
money  was  flowing  out  of  the  Treasury  in 
the  form  of  gifts  to  the  people,  so  why 
worry — such  was  the  official  defense  of 
boondoggling. 

But  with  this  tax  bill  comes  the  awak¬ 
ening.  The  $25,000,000,000  squandered 
so  shamefully  in  boondoggles  during  the 
years  1933-40  would  have  more  than  paid 
for  all  the  national-defense  contracts 
signed  to  date. 

This  bill  will  need  to  be  in  operation  for 
2  full  years  to  pay  for  the  lend-lease  gifts 
to  foreign  nations.  Ever  since  the  emer¬ 
gency  defense  program  was  launched  in 
June  1940,  every  penny  of  our  defense 
expenditures  simply  has  been  added  to 
the  national  debt.  Our  current  Federal 
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income,  before  these  new  taxes,  barely 
covers  the  regular  civil  expenditures. 

Here  are  some  of  the  typical  boondog¬ 
gles  for  1936,  with  the  amount  spent  for 


each: 

Translating  old  Spanish  records _  $2,  535 

Census  of  historic  buildings _  448,  000 

Rehabilitation  of  old  Indian  vil¬ 
lages  _  1,  283,  003 

Excavating  prehistoric  mounds _  153,407 

Landscaping  river  banks _  3,  343,  403 

Alaska  salmon  census _  35,  000 

Census  of  tax  delinquency _  1,  607,  529 

Rainfall  studies _  11,  915 

Rural  sanitation  stations _  5,  000,  000 

Gypsy-moth  control _  870,  850 

Sealing  abandoned  mines _ 1,  519,  750 


These,  however,  are  only  a  few  repre¬ 
sentative  items.  They  recall  how  franti¬ 
cally  the  new  dealers  combed  the  coun¬ 
try  in  search  of  new  ways  to  spend  pub¬ 
lic  funds.  At  each  election,  the  table  of 
gifts  and  grants  for  every  county  was  sent 
by  the  millions  of  copies  to  the  newspa¬ 
pers,  radio  stations,  and  New  Deal  politi¬ 
cal  rangers.  “Tell  the  people  how  much 
we  are  giving  them,”  was  the  command 
from  Washington.  “Show  them  what 
these  rich  gifts  mean  to  the  community 
and  how  they  come  free  from  a  social- 
minded  Government.” 

But  now,  when  additional  taxes  are 
necessary  to  preserve  the  credit  of  the 
Nation,  an  unblushing  attempt  is  made  to 
tell  the  people  that  the  sacrifices  are  for 
national  defense.  The  administration 
dares  not  tell  the  people  the  truth — that 
these  taxes  are  really  to  pay  for  the  “free 
ride”  on  the  political  merry-go-round 
which  President  Roosevelt’s  new-order 
magicians  gave  us  in  the  years  1933-40. 

We  would  all  do  well  to  sit  down  and 
read  again  the  grave  admonition  uttered 
by  President  Roosevelt  in  his  historic 
economy  message  of  March  10,  1933,  in 
which  he  warned  that  a  deficit  of  $5,000- 
000,000  in  1931-33  was  a  threat  to  Amer¬ 
ica’s  solvency.  Said  President  Roosevelt 
o.i  that  occasion: 

Too  often  in  recent  history  liberal  govern¬ 
ments  have  been  wrecked  on  the  rocks  of 
loose  fiscal  policy. 

Since  that  time  Mr.  Roosevelt  has  add¬ 
ed  $28,000,000,000  to  our  national  debt, 
and  his  own  estimates  show  that  another 
$11,000,000,000  will  be  added  to  that  debt 
during  the  current  fiscal  year  ending 
June  30,  1942.  Ey  that  time  the  national 
debt,  even  after  taking  into  account  the 
new  taxes  from  this  bill,  will  total  $59,- 
861,000.000. 

Mr.  Chairman,  I  have  endeavored  to 
explain  the  reason  we  are  here  with  the 
fourteenth  New  Deal  tax  bill. 

I  shall  now  present,  in  the  form  of 
questions  and  answers,  a  few  facts  per¬ 
taining  to  the  same  subject  and  also 
questions  and  answers  relating  to  the 
provisions  of  the  pending  bill. 

PUBLIC  DEBT - FEDET.AL 

Question.  What  was  the  Federal  debt  on 
March  4,  1933,  when  the  New  Deal  took  office? 

Answer.  $20,937,000,000. 

Question.  What  is  the  debt  today? 

Answer.  As  of  July  15,  1941,  it  was  $49,- 
221,000,000,  not  counting  the  $6,373,000,000  of 
contingent  liabilities  because  of  the  borrow¬ 
ings  of  Government  corporations. 

Question.  When  will  the  authorized  bor¬ 
rowing  limit  of  $65,000,000,000  be  reached? 


Answer.  Indications  are  that  it  may  be 
reached  by  July  1,  1942. 

Question.  Before  the  United  States  defense 
requirements  are  fully  met,  what  is  the  debt 
likely  to  be? 

Answer.  At  least  $100,000,000,000,  and  pos¬ 
sibly  much  more. 

Question.  What  is  the  annual  interest 
charge  on  the  present  national  debt? 

Answer.  $1,225,000,000  in  the  present  fiscal 
year. 

Question.  To  what  extent  had  New  Deal 
expenditures  been  increased  before  the  pres¬ 
ent  emergency  period  began? 

Answer.  Increased  from  a  level  of  $3,800,- 
000,000  in  1933  to  nearly  $ ',000,000,000  in  1939. 

Question.  What  is  the  result  of  these  pre¬ 
emergency  expenditures  of  the  New  Deal? 

Answer.  The  emergency  defense  expendi¬ 
tures  have  to  be  superimposed  upon  tre¬ 
mendous  basic  cost;  furthermore,  the  New 
Deal’s  extravagant  spending  and  borrowing 
have  undermined  the  Nation's  fiscal  security. 

Question.  Has  the  New  Deal  made  any  ef¬ 
fort  to  curtail  nonmilitary  expenditures? 

Answer.  None  whatever;  they  have  been 
increased. 

Question.  What  do  these  nonmilitary  ex¬ 
penditures  amount  to  annually  at  the  pres¬ 
ent  time? 

Answer.  Approximately  $7,000,000,000. 

Question.  What  did  the  total  civil  and 
military  expenditures  amount  to  in  1938? 

Answer.  Together  they  were  $7,239,000,000, 
or  only  $200,000,000  greater  than  the  New 
Deal  is  now  spending  for  civil  purposes  alone. 

Question.  Are  citizens  and  business  con¬ 
cerns  now  being  urged  and  required  to  make 
sacrifices  for  defense? 

Answer.  Yes. 

Question.  Are  the  New  Deal  spending 
agencies  required  to  curtail  their  wasteful 
extravagances? 

Answer.  No;  they  are  permitted  to  continue 
their  extravagances  and  waste  unabated  with¬ 
out  the  slightest  regard  to  the  plight  of  the 
taxpayers. 

Question.  How  much  did  Secretary  Mor- 
genthau  estimate  that  nondefense  expendi¬ 
tures  could  be  reduced  without  impairing  the 
essential  services  of  government? 

Answer.  To  the  extent  of  $1,000,000,000. 

Question.  Has  the  President  taken  any 
action  to  reduce  expenditures  pursuant  to  the 
recommendation  of  his  Secretary  of  the 
Treasury? 

Answer.  No.  He  has  not;  instead  he  has 
recommended  increases. 

Question.  How  many  tax  bills  have  been 
enacted  by  the  New  Deal  during  the  last  8 
years? 

Answer.  Thirteen  different  tax  bills. 

Question.  How  much  money  has  been 
raised  under  these  tax  bills  since  1933? 

Answer.  $40,000,000,000.  By  the  end  of  this 
fiscal  year  ending  June  SO,  1942,  the  total 
will  have  been  raised  to  $50,300,000,000. 

Question.  How  much  money  has  been  bor¬ 
rowed  by  the  New  Deal  since  July  1,  1933? 

Answer.  $27,443,000,000,  but  by  the  end  of 
the  present  fiscal  year  the  amount  will  be 
over  $38,000,000,000,  making  allowances  for 
revenue  under  the  pending  bill. 

Question.  What  have  been  the  total  ex¬ 
penditures  of  the  New  Deal  since  July  1, 
1933? 

Answer.  $67,518,000,000  through  June  30, 
1941,  but  again  by  the  end  of  the  present 
fiscal  year  the  total  expenditures  will  have 
grown  to  $93,551,000,000. 

Question.  Has  there  at  any  time  during  the 
past  8  years  been  an  approach  to  a  balanced 
Budget? 

Answer.  No;  and  none  has  been  attempted 
despite  promises  of  the  administration  to 
do  so. 

Question.  What  is  the  estimated  deficit 
for  1942? 

Answer.  $12,767,000,000,  except  that  this 
amount  will  be  reduced  by  the  revenue  col¬ 
lected  under  the  pending  bill. 
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Question.  How  much  of  the  $3,529,000,000, 
to  be  raised  by  the  present  bill,  will  be  col¬ 
lected  during  the  current  fiscal  year? 

Answer.  Only  $1,900,000,000. 

Question.  Why  is  this? 

Answer.  Because  only  60  percent  of  the 
collections  from  1941  incomes,  covering  the 
first  two  installments,  will  be  received  before 
the  close  of  the  current  fiscal  year  ending 
June  30,  1942.  Furthermore,  since  excise 
taxes  cannot  be  made  retroactive,  months  of 
this  revenue  will  be  lost.  None  of  the  in¬ 
creased  revenue  from  the  estate  tax  will  be 
collected  during  the  current  year,  since 
estates  have  18  months  in  which  to  pay  the 
tax. 

Question.  What  are  the  estimated  ex¬ 
penditures  for  the  fiscal  year  commencing 
July  1,  1941? 

Answer.  $22,169,000,000,  of  which  $15,500,- 
000,000  will  go  for  defense  purposes  and 
aid  to  Britain,  and  the  balance,  or  $6,600,- 
000,000  for  civil  purposes. 

Question.  Will  the  enactment  of  the 
$3,500,000,000  tax  bill,  increasing  present 
taxes  by  nearly  40  percent,  meet  the  fiscal 
problem? 

Answer.  No.  The  Nation  will  still  be  faced 
with  a  deficit  of  staggering  proportions,  as 
shown  by  the  majority  report,  which  esti¬ 
mates  the  deficit  in  the  current  fiscal  year 
at  $10,900,000,000. 

Question.  What  grave  situation  now  con¬ 
fronts  the  people? 

Answer.  Either  an  everincreasing  tax  lead 
or  the  calamity  of  a  devastating  inflation 
resulting  from  debt. 

Question.  Why  is  it  so  difficult  to  finance 
the  defense  program? 

Answer.  The  New  Deal  has  each  year  for 
8  years  piled  debt  upon  debt  until  the 
Nation’s  credit  has  been  weakened;  it  also 
has  virtually  exhausted  the  Government’s 
taxing  power  in  the  futile  attempt  to  keep 
pace  with  ever  mounting  expenditures. 

Question.  From  what  source  is  it  now 
planned  to  raise  the  $3,529,000,000? 


Answer : 

Individual  income  tax _ $1, 152,  000,  000 

Corporation  income  and  ex¬ 
cess-profit  taxes _  1,322,900,000 

Capital  stock  tax _  22,  300,  000 

Estate  and  gift  taxes _  151,900,000 

Manufacturers’  and  retailers’ 
excise  taxes  and  miscella¬ 
neous  excise  taxes _  880, 100,  000 


Total _  3,529,200,000 


Question.  What  is  to  be  the  rate  of  spend¬ 
ing  under  the  N ew  Deal  program  for  the  fiscal 
year  1942? 

Answer.  The  plan  is  to  spend  at  least  $60,- 
700,000  every  day. 

INDIVIDUAL  INCOME  TAX 

Question.  What  are  the  proposed  exemp¬ 
tions? 

Answer.  Same  as  under  present  law: 

(a)  Single  persons,  $800. 

(b )  Married  persons,  $2,000. 

(c)  Dependents,  $400. 

(d)  Where  single  person  gets  $2,000  exemp¬ 
tion  as  head  of  a  family  by  reason  of  having 
dependents,  the  $400  allowance  for  the  first 
dependent  shall  be  disallowed. 

Question.  Has  normal  rate  been  changed? 

Answer.  No;  present  normal  rate  of  4  per¬ 
cent  continued. 

Question.  Is  deduction  for  earned  income 
(as  distinguished  from  unearned  income, 
such  as  interest,  dividends,  etc.)  continued? 

Answer.  Yes;  in  computing  normal  tax 
only,  10  percent  of  the  earned  income  up  to 
$14,000  is  allowed. 

First  $3,000  is  presumed  to  be  earned  in  all 
cases,  without  necessity  of  proof. 

Question.  What  change  is  made  in  the  sur¬ 
tax  on  individual  income? 

Answer.  The  surtax  begins  at  a  rate  of  6 
percent  on  the  first  dollar  of  income  in  excess 
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of  the  personal  exemption  and  credit  for  de¬ 
pendents. 

(Under  present  law  there  is  an  additional 
exemption  of  $4,000  in  computing  surtax, 
but  this  does  not  obtain  in  proposed  law.) 

Question.  How  do  the  proposed  surtax 
rates  and  cumulative  surtax  compare  with 
these  under  existing  law? 

Answer.  They  are  as  follows: 


Surtax  net  income 
classes 

Surtax 

rates 

C  umulative  surtax 
on  higher  amount 
shown  in  bracket 

Pres¬ 

ent 

law 

Pro¬ 

posed 

law 

Present 

law 

Pro¬ 

posed 

law 

Pci. 

Pd. 

$0,000  to  $2,000. . 

$100 

52,000  to  $4, 000 _ 

8 

260 

$4,000  to  $6,000 . 

4 

11 

$80 

480 

$6,000  to  $8,000. . 

6 

15 

200 

780 

$8,000  to  $10,000. . 

8 

19 

360 

1, 160 

$10,000  to  $12, 000 . 

10 

22 

560 

1, 600 

$12,000  to  $14,000 . 

12 

25 

800 

2, 100 

$14,000  to  $16,000 . . 

15 

28 

1,100 

2,  660 

£16,000  to  $18,000 . 

18 

31 

1,460 

3,280 

$18,000  to  $20,000 . . 

21 

33 

1,880 

3,  940 

$20,000  to  $22,000 . 

24 

36 

2,  360 

4,  660 

$22,000  to  $26,000 . 

27 

39 

3,  440 

6,  220 

$26,000  to  $32,000 _ 

30 

42 

5,  240 

8,  740 

£32,000  to  $38,000 . . 

33 

45 

7, 220 

11,440 

$38,000  to  $44,000 _ 

36 

48 

9,  380 

14,  320 

$44,000  to  $50,000 . 

40 

50 

11,780 

17,  320 

$50,000  to  $60,000 . . 

44 

63 

16, 180 

22,  620 

$60,000  to  $70,000 . 

47 

55 

20,  880 

28, 120 

$70,000  to  $80,000 . 

60 

57 

25,880 

33,  820 

$80,000  to  $90,000. . 

53 

59 

31,  180 

39,  720 

$90,000  to  $100,000 _ 

66 

61 

36,  780 

45,  S20 

$100,000  to  $150,000 . 

58 

62 

65,  780 

76,  820 

$150,000  to  $200,000 . 

60 

63 

95,  780 

108,  320 

$200,000  to  $250,000 . 

62 

64 

126,  780 

140,  320 

$250,000  to  $300,000 . 

64 

06 

158,  780 

173,  320 

$300,000  to  $400,000 . 

66 

68 

224,  780 

241,  320 

$400,000  to  $500,000 _ 

68 

70 

292,  780 

311,320 

$500,000  to  $750,000 _ 

70 

71 

407,  780 

488,  820 

$750,000  to  $1,000,000... 

72 

72 

647,  780 

668,  820 

$1,000,000  to  $2,000,000.. 

73 

73 

1,  377,  780 

1,398,  820 

$2,000,000  to  $5,000,000.. 

74 

74 

3,  597,  780 

3,  618,  820 

Over  $5, 000, 000. . . 

75 

75 

Question.  Does  the  new  bill  propose  joint 
return  by  husband  and  wife? 

Answer.  Yes;  each  to  pay  their  proportion¬ 
ate  share  of  the  tax. 

Question.  How  will  this  change  the  tax 
liability  of  husband  and  wife? 

Answer.  Joint  returns  by  husband  and  wife 
will  increase  their  tax  liability. 

Illustration  as  follows: 


Combined  tax  at 
proposed  rates 

If  husband 
and  wife 
are  taxed 
separately 

If  total 
income  is 
included 
in  single 
joint 
return 

(a)  Where  husband  earns 
$3,000  and  wife  $1,800 _ 

$256.  08 

$282.  48 

(b)  Where  husband  earns 
$10,000  and  wife  $2,000... 

1, 509.  20 

1,  663.  20 

(c)  Where  husband  earns 
$10,000  and  wife  has  in¬ 
vestment  income  of 
$10,000 . . . 

2, 882.  00 

i,  356. 00 

Question.  Does  the  tax  bill  retain  the  ad¬ 
ditional  defense  tax  of  10  percent  of  tax 
liability  under  the  first  Revenue  Act  of 
1940? 

Answer.  Yes.  After  computing  tax  on  new 
basis,  taxpayer  will  add  10  percent  to  amount 
due.  Moreover,  this  defense  tax  is  made 
permanent.  Under  existing  law  it  was  to  ob¬ 
tain  only  until  1945. 

CORPORATION  INCOME  TAX 

Question.  Does  the  proposed  $3,529,000,000 
tax  bill  retain  the  present  corporation  nor¬ 
mal  tax  and  defense  tax? 

Answer.  Yes,  but  it  also  imposes  a  new 
surtax.  The  existing  normal  tax  rates  are 
as  follows: 


Income  $25,000  or  less:  First  $5,000,  13.5 
percent  plus  1.35  percent  defense  tax,  total 
14.85  percent.  Next  $15,000,  15  percent  plus 
1.5  percent  defense  tax,  total  16.5  percent. 
Next  $5,000,  17  percent  plus  1.7  percent  de¬ 
fense  tax,  total  18.7  percent.  Income  more 
than  $25,000,  22.1  percent  plus  1.9  percent 
defense  tax,  total  24  percent. 

Question.  How  is  the  tax  imposed  in  case 
of  larger  corporations  (those  with  net  in¬ 
come  above  $25,000)  ? 

Answer.  At  a  fiat  rate  on  the  entire  amount 
of  net  income. 

Question.  How  is  tax  adjusted  to  avoid  in¬ 
justice  where  corporation  has  an  income 
slightly  in  excess  of  $25,000? 

Answer.  The  law  contains  a  so-called 
“notch”  to  smooth  out  the  difference  in 
rates. 

SURTAX  ON  CORPORATION  INCOMES 

Question.  What  surtax  rates  are  imposed 
on  corporation  incomes? 

Answer.  Income  up  to  $25,000,  5  percent. 
Income  over  $25,000,  6  percent. 

Question.  Why  is  a  surtax  imposed  on 
corporation  incomes  instead  of  merely  in¬ 
creasing  the  normal  corporation  tax? 

Answer.  To  reach  income  from  partially 
tax-exempt  securities,  which  income  is  sub¬ 
ject  to  surtax  but  not  to  normal  tax. 

CAPITAL  STOCK  TAX 

Question.  Has  the  capital  stock  tax  on 
corporations  been  increased? 

Answer.  Yes.  Tax  increased  from  $1.10 
per  $1,000  of  declared  value  to  $1.25. 

Question.  How  is  value  on  capital  stock 
fixed? 

Answer.  Corporations  fix  own  declared 
value  on  capital  stock,  at  rate  specified,  and 
must  pay  so-called  declared  value  excess- 
profits  tax  on  earnings  in  excess  cf  10  per¬ 
cent  of  such  declared  value. 

Question.  Does  the  capital  stock  tax  have 
to  be  paid  whether  there  are  any  earnings 
or  not? 

Answer.  Yes. 

Question.  Why  is  a  capital-stock  tax 
imposed? 

Answer.  The  capital-stock  tax  and  the 
declared-value  excess-profits  tax  are  linked 
together  because  neither  would  work  satisfac¬ 
torily  independently. 

WITHHOLDING  TAX  ON  NONRESIDENT  ALIENS 

Question.  Are  taxes  paid  by  nonresident 
aliens  on  interest,  rents,  dividends,  royalties, 
and  so  forth,  paid  to  them? 

Answer.  Yes.  This  tax  is  collected  at  the 
source. 

Question.  Has  the  rate  been  increased  under 
the  proposed  bill? 

Answer.  Yes.  The  withholding  tax  on  non¬ 
resident  alien  corporations  and  individuals 
from  16  V2  to  27y2  percent. 

Question.  Will  not  the  increase  cause  re¬ 
taliation,  say  between  United  States  and  Can¬ 
ada,  to  the  disadvantage  of  the  United  States? 

Answer.  It  will  not,  because  prior  to  this 
proposed  increase  Canada  had  notified  the 
State  Department  of  its  intention  to  disre¬ 
gard  the  existing  treaty  arrangement  with  the 
United  States. 

ALTERNATIVE  PLAN  OF  COMPUTING  EXCESS- 
PROFITS  TAX 

Question.  Under  proposed  tax  bill,  do  corpo¬ 
rations  have  the  choice  of  computing  their 
excess-profits  credit  either  on  the  basis  of 
average  earnings  or  percentage  of  return  on 
invested  capital? 

Answer.  Yes.  The  Treasury  and  the  Presi¬ 
dent  insisted  that  only  the  invested-capital 
formula  be  used.  The  committee,  however, 
voted  to  retain  the  alternative  method  of 
computing  the  excess-profits  credit. 

Question.  What  is  the  formula  under 
average-earnings  plan? 

Answer.  Continue  to  allow  credit  on  basis  of 
95  percent  of  average  earnings  in  base  period 


1936-39,  inclusive,  but  without  deducting  cor¬ 
porate  taxes  paid  during  base  period.  One 
year  of  losses  may  be  counted  as  zero  in  com¬ 
puting  the  average  earnings. 

Question.  What  is  the  proposed  invested- 
capital  formula? 

Answer.  Continue  present  8-percent  allow¬ 
ance  on  invested  capital  where  total  invested 
capital  does  not  exceed  $5,000,000  but  reduce 
it  to  7  percent  on  that  portion  of  the  invested 
capital  in  excess  of  $5,000,000. 

Question.  What  is  the  proposed  rate 
schedule? 

Answer.  Increases  rates  of  excess-profits  tax 
by  10  percentage  points  in  each  bracket,  as 
follows: 


Excess  profits 

Present 

Proposed 

Up  to  $20,000 . 

Percent 

25 

30 

35 

40 

45 

60 

Percent 

35 

40 

45 

50 

55 

60 

Next  $30,000 . . . 

Next  $50,000.. . 

Next  $150,000 . 

Next  $250,000... . . . 

All  over  $500,000 . 

Question.  Is  there  a  further  tax  imposed 
on  those  corporations  that  use  the  invested- 
capital  method  of  computing  their  excess- 
profits  credit? 

Answer.  Yes.  A  special  10-percent  excess- 
profits  tax  on  corporations  using  the  in¬ 
vested-capital  method  of  computing  their 
excess-profits  credit. 

Question.  What  is  the  method  of  comput¬ 
ing  corporation-income  and  excess-profits 
taxes  under  existing  law? 

Answer.  Under  existing  law,  a  corporation 
first  computes  its  corporation  income  tax, 
and  then  its  excess-profits  tax,  taking  as  a  de¬ 
duction  in  computing  the  excess-profits  tax 
the  amount  of  corporation  income  tax  found 
to  be  due. 

Question.  What  is  the  method  under  the 
proposed  bill  for  computing  corporate  income 
and  excess-profits  taxes? 

Answer.  Under  the  proposed  bill,  the  cor¬ 
poration  will  be  required  to  compute  its  ex¬ 
cess-profits  tax  before  computing  its  corpo¬ 
ration  income  tax;  then  it  will  deduct  the 
amount  of  the  excess-profits  tax  in  comput¬ 
ing  its  income  tax. 

Question.  Why  this  change  in  method? 

Answer.  In  this  way,  the  excess-profits  tax 
applies  to  the  full  amount  of  the  excess  prof¬ 
its,  without  diminution  on  account  of  the 
amount  of  income  tax  otherwise  due. 

Question.  How  can  this  be  explained  hypo¬ 
thetically? 

Answer.  Let  us  assume  the  following  case: 

(1)  Invested  capital,  $1,600,000. 

(2)  Borrowed  capital,  $400,000. 

(3)  Base-period  income: 

1936  _ _ $20,  000 

1937  _  40, 000 

1938  (loss) _ _ _  10,000 

1939  _  80, 000 

(4)  Current  income  (1941),  $120,000. 

In  computing  the  excess-profits  tax,  we 
start  with  the  corporation’s  current  income, 
which  we  have  assumed  to  be  $120,000.  We 
now  want  to  find  what  portion  of  this  earn¬ 
ing  is  to  be  regarded  as  excess  profits.  The 

bill  reenacts  the  two  alternative  yardsticks 

now  provided  in  existing  law  for  determining 
excess  profits.  The  corporation  is  allowed  to 
choose  whichever  one  gives  it  the  greatest 
exemption  from  excess-profits  tax. 

The  first  is  the  so-called  invested  capital 
method,  under  which  the  corporation  is  al¬ 
lowed  to  make  a  return  of  8  percent  on  the 
first  $5,000,000  of  invested  capital,  and  7 
percent  on  the  balance,  before  being  subject 
to  excess-profits  tax.  Invested  capital  in¬ 
cludes  money  and  property  paid  in  for  stock, 
Including  earnings  “plowed  back”  into  the 
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business.  However,  only  50  percent  of  bor¬ 
rowed  capital  may  be  included. 

We  have  assumed  that  the  corporation  has 
$1,000,000  of  so-called  equity  capital,  and 
$400,000  of  borrowed  capital.  Counting  only 
50  percent  of  the  latter,  we  have  a  total  in¬ 
vested  capital  for  excess-proflts-tax  purposes 
of  $1,200,000.  To  get  the  excess-profits  credit, 
we  simply  take  8  percent  of  this  amount, 
which  gives  us  $96,000.  This  is  the  amount 
of  the  exemption  under  the  invested-capital 
method. 

The  other  alternative  method  of  comput¬ 
ing  the  excess-profits  credit  is  the  so-called 
average-earnings  method,  under  which  a  cor¬ 
poration  is  allowed  to  make  an  amount  equal 
to  95  percent  of  its  average  earnings  in  the 
base  period  1936-39,  inclusive,  before  being 
subject  to  excess-profits  tax.  In  computing 
the  average  base-period  earnings,  the  cor¬ 
poration  is  allowed  to  count  not  more  than 
1  loss  year  as  zero.  We  have  assumed  that 
the  corporation  had  base-period  earnings 
for  1936  to  1939  as  follows:  1936,  $20,000; 
1937,  $40,000;  1938,  -$10,000  (loss);  and  1939, 
$80,000.  Counting  the  year  1938  as  zero,  we 
have  a  total  income  for  the  4  years  of 
$140,000,  which  we  divide  by  4  to  get  the 
average.  This  gives  us  a  figure  of  $35,000. 
We  then  take  95  percent  of  this  amount, 
which  gives  us  $33,250,  which  is  the  excess- 
profits  credit  based  on  average  earnings. 

Since  the  credit  computed  under  the  in¬ 
vested-capital  method  is  larger  ($96,000),  the 
corporation  will  naturally  adopt  this  method 
of  computing  it. 

Now,  we  are  ready  to  compute  the  excess- 
profits  tax.  We  start  with  the  current  in¬ 
come  of  $120,000.  From  this  we  deduct  the 
excess-profits  credit  of  $96,000,  plus  the 
specific  credit  of  $5,000  which  is  given  to  all 
corporations,  or  a  total  of  $101,000,  leaving 
$19,000  as  excess  profits. 

On  the  first  $20,000  of  excess  profits,  the 
tax  rate  is  35  percent.  Thus  the  tax  would 


be  $6,650,  computed  as  follows; 

Excess  profits _ $19,  000 

Tax  rate  35  percent _  35 


Tax _  $6,  650 


A  special  excess-profits  tax  is  imposed  on 
corporations  using  the  invested-capital 
method  of  computing  their  excess-profits 
credit.  It  is  aimed  at  taxing  at  a  lower  rate 
that  portion  of  the  increased  income  over 
the  base  period  which  escapes  the  regular 
excess-profits  tax  by  reason  of  being  less  than 
the  excess-profits  credit.  The  tax  is  10  per¬ 
cent  of  the  amount  by  which  the  excess- 
profits  net  income,  if  it  had  been  computed 
by  use  of  the  average-earnings  credit,  ex¬ 
ceeds  the  amount  of  excess-profits  net  in¬ 
come  computed  by  use  of  the  invested  capi¬ 
tal  credit.  If  the  corporation  had  used  the 
average-earnings  credit  ($33,250),  to  which 
would  be  added  the  specific  credit  of  $5,000, 
its  excess-profits  net  income  would  have  been 
$120,000  minus  $38,250,  or  $81,750.  We  have 
already  seen  that  its  excess-profits  net  income 
under  the  invested-capital  credit  is  $19,000. 
The  difference  between  these  two  figures  is 
$62,750,  which  is  the  amount  subject  to  the 
special  10-percent  tax.  The  amount  of  tax 
would  be  $6,275. 

Adding  this  to  the  regular  excess-profits 
tax,  we  have  a  total  excess-profits  levy  of 


$12,925,  as  follows: 

Regular  excess-profits  tax _ $6,  650 

Special  excess-profits  tax _  6,  275 

Total  excess-profits  tax _ 12,  925 


There  is  a  qualification  that  the  total  tax, 
thus  computed,  shall  not  exceed  the  tax  if 
the  average  earnings  credit  had  been  used. 
Hence  it  is  necessary  to  compute  the  tax 
under  that  method.  We  have  seen  that  the 


excess-profits  net  income,  with  the  use  of 
the  average  earnings  credit,  would  have  been 
$81,750.  Since  the  tax  on  this  amount  would 
be  $14,287.50,  which  is  more  than  the  tax  as 
above  computed,  the  limitation  would  not 
apply  in  this  case. 

Now  we  are  ready  to  compute  the  corpora¬ 
tion  income  tax.  Again  we  start  with  the 
current  income  of  $120,000.  From  this  we 
subtract  the  amount  of  the  excess-profits 
taxes  ($12,925),  which  leaves  a  balance  sub¬ 
ject  to  income  tax  of  $107,075. 

The  regular  corporation  income  tax  is  at 
the  rate  of  24  percent,  and  is  computed  as 
follows  : 

$107,075  X  0  24  =  $25,698 

Thus  the  normal  corporation  tax  is  $25,698. 

The  surtax  is  5  percent  of  the  first  $25,000 
and  6  percent  of  the  balance. 

The  total  surtax  on  $107,075  would  thus  be 
$6,174.50. 

Total  corporation  income  tax  would  there¬ 
fore  be: 

Normal  tax _ $25,  698.  00 

Surtax _  6, 174.  50 


Total _  31,  872.  50 

Add  the  total  excess -profits  taxes  ($12,925) , 
and  we  have  a  total  tax  (income  and  excess 
profits)  amounting  to  $44,797.50,  as  follows: 


Income  tax - $31,  872.  50 

Excess-profits  taxes _  12,  525.  00 


Total -  44,797.50 

The  corporation  would  have  a  balance  after 
taxes  as  follows: 

Net  income _ $120,  000.  00 

Total  taxes _  44,  797.  50 

Balance _  75,202.50 

ESTATE  TAX  AND  GIFT  TAX 

Question.  Have  the  exemptions  been 
changed? 

Answer.  No.  Estate-tax  exemption  con¬ 
tinued,  viz:  $40,000  plus  $40,000  of  insurance 
to  any  named  beneficiaries.  Gift  tax:  $40,000 
during  donor’s  lifetime;  first  $4,000  of  gifts 
made  to  each  different  person  in  each  differ¬ 
ent  year  not  counted  against  exemption. 

Question.  Does  proposed  tax  bill  change 
the  estate-tax  rates? 

Answer.  Increases  rates  of  estate  tax  in 
lower  and  middle  brackets,  retaining  present 
70  percent  maximum.  Makes  gift-tax  rates 
equal  to  three-fourths  of  estate-tax  rates, 
as  at  present. 

Question.  How  do  the  proposed  estate-tax 
rates  compare  with  those  rates  in  existing 
law? 

Answer.  The  schedules  of  rates  under  ex¬ 
isting  law  and  the  bill  are  as  follows: 


Net  estate  after  specific  exemption 

Existing  law 

Proposed  law 

Bracket 
rate  (per¬ 
cent) 

Cumulative 
taxon  high¬ 
er  amount 

Bracket 
rate  (per¬ 
cent) 

Cumulative 
tax  on  high¬ 
er  amount 

$0  to  $5,000 . . 

2 

$100 

3 

$150 

$5,0C0  to  $10,000 . . . 

2 

200 

7 

500 

$10,000  to  $20,000 . 

4 

600 

10 

1,500 

$20,000  to  $30, 000 . . . . 

6 

1,200 

13 

2,800 

$30,000  to  $40,000. . . . . . . . . . 

8 

2,000 

16 

4,400 

$40,000  to  $50,000 . 

10 

3,  000 

20 

6,  400 

$50,000  to  $60,000 . . . 

12 

4,  200 

23 

8,700 

$60,000  to  $100,000 . . . . . . . . 

12-14 

9, 600 

25 

IS,  700 

$100,000  to  $250,000 . . . . . . 

17-20 

36, 600 

27 

59,  200 

$250,000  to  $500,000 . . . . . 

20-23 

89,  600 

29 

131,  700 

$500,000  to  $750,000. . . . . 

23-26 

151,  COO 

32 

211,700 

$750,000  to  $1,000,000 . . . — . 

20-29 

222,  600 

34 

296,  700 

$1,000,000  to  $1,250,000 . . . 

32 

302,  600 

36 

386, 700 

$1,250,000  to  $1,500,000 . 

32 

382,  600 

38 

481,  700 

$1,500,000  to  $2,000,000 . . . 

35 

557.  600 

41 

6S6,  700 

$2,000,000  to  $2,500,000 . 

38 

747,  600 

45 

911,700 

$2,500,000  to  $3,000,000 . . . 

41 

952,  600 

48 

1,151,700 

$3,000,000  to  $3,500,000 . 

44 

1, 172,  600 

51 

1,406,700 

$3,500,000  to  $4,000.000 . 

47 

1, 407,  600 

54 

1,676,700 

$4,000,000  to  $5,000,000 . 

50-53 

1, 922,  600 

58 

2,  256,  700 

$5,000,000  to  $6,000,000 . . . . . 

56 

2,  482,  600 

61 

2,  866,  700 

$0, 000,000  to  $7,000,000 . 

59 

3, 072,  600 

64 

3,  506,  700 

$7 ,000 ,000  to  $8 ,000 ,000  . . . . . . 

fil 

3,  682,  600 

66 

4, 166,  700 

$8,000,000  to  $9,000,000. . 

03 

4, 312,  600 

69 

4,  856,  700 

$9,000,000  to  $10,000,000 . 

65 

4,  962,  COO 

69 

5,  546,  700 

$10,000,000  to  $20,000,000 . 

67 

11,  662,  600 

70 

12,  546.  700 

$20,000,000  to  $50,000,000 . 

69 

32,  362,  600 

70 

33,  546,  700 

Over  $50,000,000 . 

70 

70 

Question.  How  does  the  estate-tax  burden  Answer.  The  answer  to  this  is  shown  by 
under  the  bill  compare  with  that  under  exist-  the  following  table: 
ing  law? 


Amount  of  tax  1 

Effective  rates 

Increase  in  tax 

Net  estate  before  exemption 

Existing 

law 

Proposed 

law 

Existing 

iaw 

Proposed 

law 

Amount 

Percent 

$50,000 . . 

$220 

$550 

0.4 

1.  1 

$330 

150.0 

$60,000 . 

660 

1,  650 

4,  840 

1.1 

2.8 

990 

150.0 

$80,000 . 

2.200 

2.8 

6. 1 

2, 640 

120.0 

$160,000 . 

4,  620 
21,  66 0 

9,  570 

4.6 

9.6 

4,  950 

107.  1 

$200,000 . . . 

38, 270 
99,  530 

10.8 

19.  1 

16,610 

76.7 

$400,000 . . . 

63,  780 
112,  340 

15.9 

24.9 

35,  750 

66. 1 

$600,000 . 

164,  590 

18.7 

27.4 

52,  250 

46.5 

$800,000 . 

167,  340 

234,  330 

20.9 

29.3 

66,  990 

40.0 

$1,000,000 . 

228,  780 

308, 090 

22.9 

20.8 

79,  310 

34.7 

$2,0-30,000 . 

588,000 

727,  370 

29.4 

36.3 

139.  370 

23.7 

$4,000,000 . 

1,  499,  640 

1,  792,  570 

37.5 

44.8 

292,  930 

19.5 

$6,000,000 . 

2,  655,  140 
5,  323,  500 

3. 075,  450 
5, 964,  250 

44.3 

51.3 

420,  310 

15.8 

$10,000,000 . 

53.2 

59.  6 

640,  750 

12.0 

$20,000,000 . 

12,  532,  700 
27,  391,  820 

13,  503,  890 

62.7 

67.5 

971,  190 

7.7 

$40,000,000 . 

28,  583,  890 

68.  5 

71.4 

1, 192,  070 

4.4 

$60,000,000 . 

42,  361,  380 
72,  521,  380 

43,  663,  890 

70.6 

72.8 

1,  302.  510 

3. 1 

$100,060.000..  ...... 

73, 823, 890 

72.5 

73.8 

1,  302,  510 

l.S 

1  Includes  10-percent  defense  tax. 
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COMPUTATION  OF  PERSONAL-INCOME  TAX 

Question.  What  is  the  procedure  for  arriv¬ 
ing  at  the  personal-income  tax  of  a  man  and 
wife  with  one  dependent,  net  income  of 
$3,000,  all  earned? 

Answer.  Following  is  an  example  of  the 


computation : 

Computation  of  normal  tax 

Net  income _ $3,  000 

Less  earned-income  credit  (10  percent 

of  earned  income) _  300 


Total _  2,  7C0 

Less  personal  exemption  ($2,000)  plus 

credit  for  dependent  ($400) -  2,400 


Normal  tax  income _  300 

Normal  tax  (4  percent) _  .04 


Total  normal  tax _  $12 

Computation  of  surtax 

Net  income _ $3,  000 

Less  personal  exemption  ($2,000)  and 

credit  for  dependent  ($400) -  2,400 


Surtax  income _  600 

Surtax  (5  percent  of  first  $2,000) _  .05 


Total  surtax _  $30 

Total  tax 

Normal  tax _ $12.00 

Surtax _  30.  00 


Total _  42.00 

Plus  10  percent  (defense  tax) _  4.  20 


Total  tax _  46.  20 


Question.  Does  this  bill  require  more  of 
those  in  the  lower-income  group  to  pay  an 
income  tax? 

Answer.  Yes.  More  than  a  million  such 
persons  will  be  added  to  the  list  of  income 
taxpayers. 

Question.  What  provision  of  the  bill  re¬ 
quires  this  new  group  to  pay  income  tax? 

Answer.  The  provision  that  the  10  percent 
earned  income  credit  may  not  be  deducted 
for  surtax  purposes.  Thus  a  married  per¬ 
son,  with  no  dependents,  having  a  net  in¬ 
come  of  $2,222.22  would  not  pay  a  normal 
tax  but  he  would  pay  a  5  percent  surtax  on 
$222.22. 

Question.  How  does  this  change  affect  the 
single  person  earning,  say,  $1,600  a  year? 

Answer.  It  bears  heavily  because  his  ex¬ 
emption  is  only  $800.  A  single  person  with 
a  net  income  of  $1,600  a  year  will  pay  a  surtax 
of  5  percent  on  $800,  or  a  surtax  of  $40,  and 
to  this  must  be  added  his  normal  tax  of 
$25.60  and  the  defense  tax  of  $6.56,  making 
his  total  tax  $72.16. 

Question.  What  other  tax  is  imposed  on 
the  low-income  group? 

Answer.  The  $5  use  tax  on  automobiles. 

Question.  How  many  of  those  with  an 
income  of  only  $1,000  will  this  automobile- 
use  tax  reach? 

Answer.  More  than  5,760,000  persons  with 
Incomes  of  only  $1,000. 

Question.  What  deterred  the  committee 
from  lowering  the  personal  exemptions  be¬ 
low  $2,000  for  married  persons  and  $800  for 
single  persons? 

Answer.  The  previous  lowering  of  exemp¬ 
tions  failed  to  raise  sufficient  revenue  to 
warrant  the  added  expense  of  collection  and 
the  administrative  difficulties  involved. 
Moreover,  it  increased  the  tax  load  of  those 
already  heavily  taxed. 

Question.  What  other  taxes  does  the  low- 
income  group  have  to  pay  under  this  and 
previous  acts? 

Answer.  A  long  list  of  excise  taxes. 

EXCISE  TAXES 

Question.  What  existing  excise  taxes  are 
Increased  by  this  bill? 

Answer.  The  following  items,  already 
taxed,  are  each  subjected  to  an  increased  ex¬ 
cise  tax  as  follows: 


Distilled  spirits,  from  $3  per  proof  gallon 
to  $4. 

Wines: 

Still  wines:  Up  to  14  percent  alcohol,  from 
6  cents  per  gallon  to  8  cents.  From  14  to  21 
percent  alcohol,  from  18  cents  per  gallon  to 
24  cents.  From  21  to  24  percent  alcohol,  from 
30  cents  per  gallon  to  50  cents.  (Wines  over 
24  percent  alcohol  are  taxed  as  distilled 
spirits) . 

Sparkling  wines,  including  champagne, 
from  3  cents  per  half  pint  to  4  cents. 

Artificially  carbonated  wines,  from  l]/2 
cents  per  half  pint  to  2%  cents. 

Beer,  no  increase.  Existing  rate  of  $8  per 
barrel  of  31  gallons  continued  without 
change. 

Passenger  automobiles,  from  3  y2  percent  of 
the  manufacturer’s  sales  price  to  7  percent. 
Passenger  trailers,  which  are  now  exempt, 
are  to  be  taxed  at  the  same  rate. 

Motorcycles,  from  3 y2  percent  of  the  manu¬ 
facturer’s  sales  price  to  7  percent. 

Trucks,  from  2l/2  percent  of  manufacturer’s 
sales  price  to  5  percent. 

Truck  trailers,  which  are  new  exempt, 
are  to  be  taxed  at  the  same  rate.  Busses, 
which  are  now  taxable  as  passenger  auto¬ 
mobiles,  are  to  be  taxed  as  trucks. 

Tractors,  of  the  kind  chiefly  used  for  high¬ 
way  transportation,  from  2 1/2  percent  to  5  per¬ 
cent.  Farm  tractors  are  not  subject  to  the 
tax. 

Automotive  parts  and  accessories,  from 
2  y2  percent  of  the  manufacturer’s  sales  price 
to  5  percent. 

Tires,  from  2  y2  cents  per  pound,  on  sales 
by  the  manufacturer,  to  5  cents. 

Tubes,  from  4 y2  cents  per  pound,  on  sales 
by  the  manufacturer,  to  9  cents. 

Mechanical  refrigerators,  from  5  y2  percent 
of  the  manufacturer’s  sales  price  to  10  per¬ 
cent. 

Radio  sets  and  parts,  from  5 y2  percent  of 
the  manufacturer’s  sales  price  to  10  percent. 

Playing  cards,  from  11  cents  per  pack,  on 
sales  by  the  manufacturer,  to  13  cents. 

Toilet  preparations  (perfumes,  toilet  wa¬ 
ters,  cosmetics,  hair  dressings,  toilet  powders, 
and  similar  articles,  but  not  including  toilet 
soaps,  toothpaste,  mouth  washes,  and  so 
forth),  present  tax  of  10  percent  on  sales  by 
manufacturer  is  changed  to  a  10  percent  re¬ 
tail  sales  tax. 

Admissions,  exemption  reduced  from  20  to 
9  cents.  Rate  of  tax  continues  to  be  1  cent 
for  each  10  cents  or  fraction  of  the  admission 
charge,  to  be  paid  by  the  customer.  Present 
exemptions  in  favor  of  religious,  charitable, 
and  educational  entertainments,  agricultural 
fairs,  and  so  forth,  repealed.  Aside  from  ad¬ 
mission  charges  of  9  cents  o~  less,  only  exemp¬ 
tion  will  be  in  favor  of  service  men  in  uniform. 

Telephone,  telegraph,  radio,  and  cable  mes¬ 
sages,  revise  present  tax  basis,  so  that  tax  will 
be  as  follows  (payable  by  the  person  paying 
for  the  service)  :  On  messages  for  which  the 
charge  is  25  cents  or  more  but  not  more  than 
50  cents,  5  cents;  for  each  additional  50  cents 
or  fraction  thereof,  5  cents  additional. 

Leased  wires,  present  tax  of  5  percent  of 
amount  paid  is  continued,  but  basis  is  re¬ 
vised  to  include  certain  services  not  now  sub¬ 
ject  to  tax,  such  as  news  or  stock  quotation 
tickers,  teletypewriters,  burglar-alarm  sys¬ 
tems,  and  similar  services. 

Club  dues,  exemption  reduced  from  $25 
to  $10;  present  11-percent  tax  rate  continued. 
In  addition  to  initiation  and  membership 
fees,  tax  is  extended  to  cover  certain  privilege 
fees,  including  any  charges  for  privileges  or 
facilities  for  any  period  not  less  than  7  days. 
This  change  is  made  in  order  to  prevent 
avoidance  of  the  tax  by  making  separate  as¬ 
sessments  for  many  facilities  and  privileges 
which  would  otherwise  be  included  in  the 
annual  dues. 

Lease  of  safety- deposit  boxes,  rate  increased 
from  11  percent  of  amount  paid  to  20  per¬ 
cent,  payable  by  the  lessee. 


Question.  What  items,  not  now  taxed,  are 
to  be  taxed  under  the  excise  provisions  of 
this  bill? 

Answer.  These  new  items  are  taxed  as  fol¬ 
lows: 

Jewelry,  clocks,  and  watches,  including  ar¬ 
ticles  made  of  or  ornamented,  mounted,  or 
fitted  with  precious  metals,  10  percent  of  the 
retail-sales  price,  payable  by.  the  purchaser. 
The  only  articles  exempted  are  surgical  in¬ 
struments,  frames  or  mountings  for  eye¬ 
glasses,  and  religious  articles.  It  is  impossible 
to  give  a  detailed  list  of  articles  covered  by 
this  tax,  as  it  will  be  up  to  the  Bureau  of 
Internal  Revenue  to  issue  regulations  on  this 
subject.  However,  in  addition  to  including 
the  general  class  of  articles  commonly  known 
as  jewelry,  clocks,  and  watches,  it  will  un¬ 
doubtedly  extend  to  silver-plated  wear,  ster¬ 
ling-silver  pieces,  articles  ornamented  with 
gold  or  silver  such  as  fountain  pens,  and  so 
forth. 

Photographic  apparatus,  10  percent  of 
manufacturer’s  sales  price. 

Sporting  goods,  10  percent  of  manufac¬ 
turer’s  sales  price.  The  tax  will  be  imposed 
on  a  specific  list  of  items,  as  set  forth  in  the 
bill  rather  than  on  sporting  goods  as  a  class. 
This  is  done  to  avoid  confusion.  The  tax 
will  not  extend  to  articles  of  wearing  ap¬ 
parel,  shoes,  or  toys,  which  in  some  case3 
were  taxed  under  the  sporting-goods  tax  im¬ 
posed  by  the  Revenue  Act  of  1932  and  sub¬ 
sequently  repealed. 

Matches,  2  cents  per  1,000  matches, 
v.’hether  of  paper  or  wood,  on  sales  by  the 
manufacturer. 

Trunks,  suitcases,  and  other  luggage,  10 
percent  on  manufacturer’s  sales  price. 

Phonographs  and  records,  10  percent  on 
manufacturer’s  sales  price. 

Musical  instruments,  10  percent  on  manu¬ 
facturer’s  sales  price. 

Electrical  appliances,  such  as  fans,  electric 
stoves,  toasters,  etc.,  but  not  including  wash¬ 
ing  machines,  10  percent  on  manufacturer's 
sales  price. 

Business  machines,  such  as  typewriters, 
adding  machines,  cash  registers,  etc.,  10  per¬ 
cent  on  manufacturer’s  sales  price.  The 
rental  of  such  business  machines  not  manu¬ 
factured  for  sale  is  also  taxed  at  the  10 
percent  rate. 

Optical  equipment,  other  than  eyeglasses, 
10  percent  on  manufacturer's  sales  price. 

Rubber  products,  other  than  rubber  foot¬ 
wear,  surgical  supplies,  and  articles  otherwise 
taxed  by  the  bill,  10  percent  on  manufac¬ 
turer’s  sales  price. 

Electric  signs,  10  percent  on  manufac¬ 
turer’s  sales  price. 

Commercial  washing  machines,  10  percent 
on  manufacturer’s  sales  price. 

Furs,  including  articles  of  which  fur  is 
the  component  material  of  chief  value,  10 
percent  on  retailer’s  sales  price.  Just  what 
articles  will  be  covered  by  this  tax  will  be  a 
matter  for  Treasury  regulation.  Where  fur 
is  used  for  trimming  purposes,  it  will  have 
to  be  decided  whether  the  fur  is  the  com¬ 
ponent  material  of  chief  value.  There  is  no 
certainty  as  to  whether  the  tax  will  be  ap¬ 
plicable  to  repairs  in  which  fur  is  used. 
This  also  will  be  a  matter  for  Treasury  regu¬ 
lation. 

Soft  drinks  (not  including  pure  fruit 
juices) : 

Bottled  soft  drinks: 

(1)  If  bottle  contains  not  more  than  33 
ounces :  If  bottled  to  retail  at  not  more  than 
10  cents  per  bottle,  one-sixth  of  1  cent  per 
bottle,  on  sale  by  bottler.  If  bottled  to  retail 
at  more  than  10  cents  but  not  more  than 
20  cents  per  bottle,  one-third  of  1  cent  per 
bottle.  If  bottled  to  retail  at  more  than  20 
cents  per  bottle,  one-half  of  1  cent  per  bottle. 

(2)  If  bottle  contains  more  than  33 
ounces,  a  tax  of  6  percent  of  the  price  for 
which  sold  by  the  bottler. 

Finished  or  fountain  sirups  of  the  kind  used 
in  mixing  soft  drinks,  6  cents  per  gallon  on 
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sales  or  use  by  manufacturer.  (Not  appli¬ 
cable  if  used  in  bottled  soft  drinks.) 

Carbonic  acid  gas  suitable  for  use  in  soft 
drinks,  sold  to  any  person  who  sells  soft 
drinks  otherwise  than  in  bottles,  4  cents  per 
pound. 

Telephone  bills,  5  percent  of  total  bill  (ex¬ 
cluding  messages  taxed  as  toll  calls),  to  be 
paid  by  customer. 

Passenger  transportation  (by  railroad,  air¬ 
plane,  bus,  or  boat),  5  percent  of  amount 
charged,  to  be  paid  by  customer.  No  tax 
on  charges  of  35  cents  or  less.  Commutation 
tickets  exempted. 

Bowling  alleys  and  billiard  and  pool  tables, 
$15  annually  per  alley  or  table,  to  be  paid 
by  operator.  Tax  does  not  apply  to  alleys 
and  tables  in  private  homes. 

Cabarets,  5  percent  of  total  bill,  to  be  paid 
by  customer.  (The  reason  a  higher  tax  is 
not  imposed  is  because  a  large  part  of  the 
charge  on  which  the  ta^.  is  imposed  repre¬ 
sents  the  purchase  of  food  rather  than  enter¬ 
tainment.) 

Use  of  automobiles,  $5  each  per  year,  to  be 
paid  by  the  owner. 

Use  of  boats  and  yachts,  $5  to  $200  an¬ 
nually,  depending  on  size. 

Coin-operated  amusement  and  gaming  de¬ 
vices,  $25  each  per  year,  to  be  paid  by  the 
proprietor. 

Billboards:  1  to  100  square  feet,  $1;  100  to 
200  square  feet,  $2;  200  to  300  square  feet, 
$3;  300  to  400  square  feet,  $4;  400  to  600 
square  feet,  $3;  above  600  square  feet,  $11. 

Radio  broadcasting:  5  to  15  percent  tax 
on  net  time  sales,  with  $100,000  exemption; 
exceeding  $100,000  but  not  exceeding  $500,- 
000,  5  percent;  exceeding  $500,000  but  not 
exceeding  $1,000,000,  10  percent;  in  excess  of 
$1,000,000,  15  percent. 

Mr.  Chairman,  may  I  conclude  my  part 
in  this  tax  symposium  with  a  quotation 
from  the  pen  of  Tom  Paine,  taken  from 
Prospects  on  the  Rubicon: 

War  involves  in  its  progress  such  a  train 
of  unforeseen  and  unsupposed  circumstances 
that  no  human  wisdom  can  calculate  the  end. 
It  has  but  one  thing  certain,  and  that  is  to 
increase  taxes. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  15  minutes  to  the  gentleman  from 
Michigan  [Mr.  Crawford!. 

MORE  GUNS  AND  MORE  BUTTER - A  VERY  DANGER¬ 

OUS  PHILOSOPHY 

Mr.  CRAWFORD.  Mr.  Chairman, 
some  of  my  colleagues  have  pointed  out 
most  ably  some  glaring  illustrations  of 
waste  in  our  national-defense  program. 
This  waste  has  been  primarily  in  the 
form  of  excessive  costs  in  the  construc¬ 
tion  of  certain  public  works.  But  much 
more  wasteful  and  much  more  danger¬ 
ous  for  the  national-defense  program  as 
a  whole  has  been  the  philosophy  that  the 
new  dealers  have  glibly  accepted  in  car¬ 
rying  on  the  defense  program.  This  has 
been  the  philosophy  summed  up  in  the 
phrase  “more  guns  and  more  butter.” 

The  new  dealers  have  presented  to  the 
American  public  an  allegedly  painless 
national-defense  program.  They  have 
asserted  that  we  could  have  adequate  na¬ 
tional  defense  in  this  country  without 
making  any  sacrifices  at  all.  Consumers 
would  not  have  to  restrict  their  consump¬ 
tion  of  goods  and  services:  labor  would 
not  have  to  give  up  any  of  its  social  gains; 
business  would  not  have  to  be  dislocated 
by  the  defense  program.  Such  talk  was 
exceedingly  pleasant  to  hear,  but  it  will 
prove  to  be  exceedingly  disastrous  to  the 
good  of  the  country  in  the  long  run,  for 


by  the  failure  of  the  New  Deal  to  realize 
the  need  for  sacrifices  in  almost  every 
form  at  the  earliest  possible  date,  produc¬ 
tion  in  our  national-defense  program  will 
be  retarded  immeasurably  for  a  long  time 
to  come. 

What  is  this  guns-and-butter  philos¬ 
ophy?  It  is  based  essentially  upon  the 
premise  that  the  capacity  of  American 
industry  to  produce  is  almost  limitless; 
that  production  of  goods  and  services  for 
national  defense  can  be  increased  many, 
many  fold  while  at  the  same  time  the 
production  of  goods  and  services  for  the 
consuming  public  can  be  expanded  in  the 
same  manner.  Thus  the  new  dealers 
pointed  out  it  would  not  be  necessary  to 
restrict  any  of  the  normal  industrial  and 
business  programs  of  this  country — these 
could  continue  the  same  as  ever  and  that 
the  defense  program  could  be  superim¬ 
posed  upon  them.  In  fact,  as  a  conse¬ 
quence  of  the  defense  program,  the  new 
dealers  contended  the  productivity  of 
this  country  for  ordinary  consumers’ 
goods  would  be  greatly  increased  and 
that  the  expenditures  of  the  Federal  Gov¬ 
ernment  for  national  defense  would  in¬ 
crease  the  purchasing  power  of  the  con¬ 
suming  public  and  industry  would  be  able 
to  dispose  of  goods  and  services  at  the 
same  rate  that  purchasing  power  in¬ 
creased.  The  claim  was  made  it  would 
be  unnecessary  to  apply  higher  taxes  to 
the  American  public  in  order  to  finance 
the  defense  program,  and  that  the  pres¬ 
ent  taxes,  applied  to  the  increased  na¬ 
tional  income,  would  yield  sufficient  re¬ 
turn  to  pay  for  the  cost  of  defense.  This 
is  essentially  the  same  pump-priming 
theory  that  John  Maynard  Keynes  pro¬ 
posed  for  the  United  States  to  lift  itself 
by  its  own  bootstraps  from  the  depres¬ 
sion.  It  will  prove  to  be  no  more  effective 
now  than  when  first  proposed,  but  for 
different  reasons.  I  wish  to  trace  for  you 
the  development  of  this  idea  in  the 
thought  of  our  outstanding  new  dealers. 
One  of  the  first  new  dealers  to  give  ex¬ 
pression  to  this  view  was  Mr.  Jerome 
Frank,  then  a  member  of  the  Securities 
and  Exchange  Commission  and  now  a 
judge  of  the  circuit  court  of  appeals.  In 
a  speech  made  before  the  Army  Industrial 
College  in  April  1940  Mr.  Frank  declared: 

Until  the  stage  of  full  employment  of  re¬ 
sources  is  reached,  we  should  give  preference 
to  those  methods  of  war  finance  which  induce 
a  net  increase  in  production,  not  merely  a 
shift  in  production.  In  that  period,  as  I  see 
it,  we  should  not,  therefore,  seek  to  cover  the 
cost  of  armament  by  new  taxes  or  forced 
loans  but  mainly  by  borrowing,  primarily 
from  the  banks  and  from  the  idle  reserves  of 
individuals.  Under  such  conditions,  it  is 
even  conceivable  that  we  might  finance  part 
of  the  cost  of  armaments  by  issuing  addi¬ 
tional  currency  without  producing  more  than 
a  moderate  rise  in  the  level  of  prices — a  most 
important  consideration,  as  I  shall  presently 
indicate. 

The  situation  is  quite  different,  however, 
once  the  level  of  practically  full  productive 
capacity  is  reached.  Then  armament  ex¬ 
penditure  should  be  financial  largely  through 
taxes  or  through  loans  placed  outside  of  the 
banking  system,  if  we  are  to  avoid  a  rise  in 
the  price  level.  A  rise  in  prices  in  such  a 
situation  obviously  would  not  lead  to  a  fur¬ 
ther  increase  in  production.  (In  Time  of  War 
Prepare  for  Peace,  Jerome  N.  Frank.  Address 
before  Army  Industrial  College.  April  8,  1940.) 


President  Roosevelt  himself  has  long 
adhered  to  this  school  of  thought.  At  his 
press  conference  on  May  28,  1940,  which 
was  held  just  2  days  after  his  famous 
fireside  chat  in  which  he  attempted  to 
mislead  the  American  public  by  pointing 
out  the  quantity  of  guns,  airplanes,  and 
other  defense  equipment  that  was  “on 
hand  and  on  order.”  In  his  press  con¬ 
ference  the  President  pointed  out  that 
it  was  unnecessary  for  the  American  pub- 
lice  to  surrender  any  of  its  luxuries  for 
defense.  He  declared  it  was  unnecessary 
for  the  American  public  to  give  up  choco¬ 
late  sodas  and  lipsticks  in  order  to  have 
national  defense.  He  stated  the  people 
should  not  become  “discomboomerated” 
by  the  defense  program.  What  is  more, 
he  asserted  that  the  program  we  had 
then  underway  should  not  be  confused 
with  our  activities  during  the  last  war. 
This  was  only  a  defense  program,  not 
mobilization.  It  did  not  involve  a  major 
effort  such  as  was  the  case  in  1917.  This 
press  conference  as  reported  by  the  New 
York  Times  of  May  29,  1940,  is  well  worth 
quoting  at  length: 

The  President  said  that  there  was  no  reason 
for  the  country  to  become  “discomboomer¬ 
ated”  in  apprehension  of  what  may  come  to 
pass.  The  women  of  the  country  would  not 
have  to  give  up  their  cosmetics,  lipsticks,  and 
chocolate  sodas  in  consequence  of  the  pre¬ 
paredness  program.  It  was  the  intention  not 
to  upset  the  normal  trends  of  American  life 
any  more  than  necessary. 

Mr.  Roosevelt  underscored  his  observation 
that  the  present  defense  program  was  not  to 
be  compared  with  that  of  1917,  when  the 
Nation  was  attempting  to  raise  an  army  of 
4,000,000  men.  There  was  no  thought  in 
government  today  to  revive  the  draft  system, 
whether  of  men  or  money. 

The  whole  idea  was  that  the  present  trou¬ 
bled  state  of  international  affairs  called  for 
an  outlay  of  about  a  billion  and  a  quarter 
dollars  over  and  above  the  $2,000,000,000  that 
was  being  spent  on  the  Military  and  Naval 
Establishments,  and  it  was  necessary  to  set 
up  an  organization  to  supervise  the  expendi¬ 
ture  and  make  it  effective. 

What  the  administration  was  undertaking 
now  was  nothing  like  a  complete  national 
mobilization,  the  President  explained — New 
York  Times,  May  29,  1940. 

Of  course,  the  President,  in  his  fireside 
chat  of  May  26,  1940,  expressed  the  same 
view.  Here  he  said : 

There  is  nothing  in  our  present  emergency 
to  justify  a  lowering  of  the  standards  of  em¬ 
ployment.  Minimum  wages  should  not  be 
reduced.  It  is  my  hope,  indeed,  that  the 
new  speed-up  of  production  will  cause  many 
businesses  which  now  pay  below  the  minimum 
standards  to  bring  their  wages  up. 

There  is  nothing  in  our  present  emergency 
to  justify  a  breaking  down  of  old-age  pen¬ 
sions  or  unemployment  insurance.  I  would 
rather  see  the  systems  extended  to  other 
groups  who  do  not  now  enjoy  them. 

There  is  nothing  in  our  present  emergency 
to  justify  retreat  from  any  of  our  social  ob¬ 
jectives— conservation  of  resources,  assistance 
to  agriculture,  housing,  and  help  to  the  un¬ 
derprivileged — New  York  Times,  May  27,  1940. 

President  Roosevelt,  in  his  Budget  mes¬ 
sage  submitted  to  Congress  on  January  6, 
1941,  still  adhered  to  the  same  view.  He 
believed  that  national  income  would  be 
increased  by  the  defense  program  and 
that  the  present  taxes,  applied  to  this 
increased  income,  would  yield  increased 
revenue.  He  asserted  positively  that  it 
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was  undesirable  to  impose  any  new  taxes 
that  would  restrict  consumption. 

There  is  no  agreement  on  how  much  of 
such  an  extraordinary  defense  program  should 
be  financed  on  a  pay-as-you-go  basis  and  how 
much  by  borrowing.  Only  very  drastic  and 
restrictive  taxation  which  curtails  consump¬ 
tion  would  finance  defense  wholly  on  a  pay- 
as-you-go  basis.  I  fear  that  such  taxation 
would  interfere  with  the  full  use  of  our  pro¬ 
ductive  capacities.  We  have  a  choice  between 
restrictive  tax  measures  applied  to  the  pres¬ 
ent  national  income  and  a  higher  tax  yield 
from  increased  national  income  under  less 
restrictive  tax  measures.  I  suggest,  there¬ 
fore,  a  financial  policy  aimed  at  collecting 
progressive  taxes  out  of  a  higher  level  of  na¬ 
tional  income.  I  am  opposed  to  a  tax  policy 
which  restricts  general  consumption  as  long 
as  unused  capacity  is  available  and  as  long 
as  idle  labor  can  be  employed. 

We  cannot  yet  conceive  the  complete  meas¬ 
ure  of  extraordinary  taxes  which  are  neces¬ 
sary  to  pay  off  the  cost  of  emergency  defense 
and  to  aid  in  avoiding  inflationary  price  rises 
which  nay  occur  wher  full  capacity  is  ap¬ 
proached. 

However,  a  start  should  be  made  this  year 
to  meet  a  larger  percentage  of  defense  pay¬ 
ments  from  current  tax  receipts.  The  addi¬ 
tional  tax  measures  should  be  based  on  the 
principle  of  ability  to  pay.  Because  it  is  the 
fixed  policy  of  the  Government  that  no  citi¬ 
zen  should  make  any  abnormal  net  profit  out 
of  national  defense,  I  am  not  satisfied  that 
existing  laws  are  in  this  respect  adequate. 
(Message  transmitting  the  Budget,  1942.) 

Apparently  he  believed  that  the  pro¬ 
ductive  capacity  of  the  country  could  in¬ 
crease  without  limit. 

Probably  the  most  extreme  statement 
of  the  more  -  guns  -  and  -  more  -  butter 
school  of  thought  was  that  stressed  by 
Gearhard  Colm  at  the  American  Acad¬ 
emy  of  Political  and  Social  Science  in 
March  1941.  Mr.  Colm,  who  is  a  fiscal 
analyst  of  the  Bureau  of  the  Budget,  as¬ 
serted  that  the  national-defense  program 
would  not  cost  the  national  economy  a 
penny.  In  fact,  it  would  be  quite  the 
contrary.  He  asserted  that  the  national 
economy  as  a  whole  would  make  a  profit 
of  $5,000,000,000  off  the  national-defense 
program.  The  national  income  would  be 
tremendously  increased  by  Government 
spending.  The  increased  national  in¬ 
come  could  be  taxed  at  the  present  level 
of  taxation  and  the  returns  from  these 
taxes  would  pay  for  the  national-defense 
program.  The  national  income  would  be 
increased  by  $5,000,000,001  more  than  the 
total  cost  of  defense,  which  would  all  be 
paid  from  taxes.  His  words  were: 

These  expenditures  have  stimulated  the 
use  of  idle  resources  to  such  an  extent  that 
production  for  civilian  consumption  has  in¬ 
creased  in  addition  to  the  increase  in  de¬ 
fense  production.  *  *  * 

It  seems  reasonable  to  assume  that  within 
1  or  2  years  national  production  can  be 
stepped  up  to  at  least  $90,000,000,000  (in 
terms  of  1940  prices).  That  would  be  an  in¬ 
crease  of  almost  $20,000,000,000  ovrr  and 
above  the  annual  rate  of  the  national  income 
in  the  first  6  months  of  the  calendar  year 
1940.  If  such  an  increase  in  national  income 
should  be  achieved,  and  if  the  total  defense 
program  should  absorb  as  much  as  $15,000,- 
000,000  in  that  year,  it  would  still  leave  an 
increase  of  $5,000,000,000  for  consumption  and 
investment  over  and  above  the  level  of  the 
first  6  months  of  the  calendar  year  1940. 
(The  Cost  of  Arming  America,  the  Annals, 
March  1941,  p.  11.) 


It  is  quite  apparent  that  he  believed 
the  capacity  of  the  national  income  to 
increase  the  production  of  both  con¬ 
sumers’  goods  and  defense  materials  was 
unlimited. 

Mr.  William  Knudsen,  Director  Gen¬ 
eral  of  the  Office  of  Production  Manage¬ 
ment,  was  one  of  the  greatest  supporters 
of  this  idea  in  the  early  days  of  the  de¬ 
fense  program.  He  ridiculed  any  person 
who  believed  that  the  defense  program 
should  come  first  and  normal  consumers’ 
needs  should  be  superimposed  upon  de¬ 
fense  needs  so  far  as  they  could  be  met. 
In  a  speech  that  he  made  on  October  9, 
1940,  in  New  York,  he  said: 

This  is  a  large  amount  of  work  to  throw 
into  the  productive  labor  picture  of  the 
United  States  and  will  have  its  effect  on  the 
general  business  picture  after  it  gets  under 
way.  We  decided  at  the  start  to  superimpose 
the  program  on  the  regular  business  of  the 
country  in  order  to  absorb  as  much  idle  plant 
and  men  as  was  possible  at  the  beginning  and 
then  adjust  later  when  the  defense  load  was 
spread.  One  of  our  many  constructive  crit¬ 
ics  took  me  to  task  last  week  in  the  papers 
for  doing  this,  saying  that  it  was  all  well  and 
good  to  superimpose  the  program  on  the 
regular  business  but  that  he  felt  it  should  be 
the  other  way  around  in  order  that  the  de¬ 
fense  program  could  really  get  a  clean  track. 
This  of  course  is  all  right  after  the  program 
is  ready — what  he  did  not  realize  was  that 
shop  drawings,  tooling,  and  materials  have  to 
be  provided  before  we  could  adjust  the  load. 
In  this  respect  we  are  reminded  of  Mr. 
Kettering’s  famous  remark  that  “two  hens 
sitting  on  the  eggs  do  not  produce  the  chicks 
in  half  the  time.’’  (Press  release,  National 
Defense  Advisory  Commission,  October  8, 
1940.) 

The  high  priest  of  New  Deal  economics, 
Mr.  Leon  Henderson,  was  long  addicted  to 
the  more-guns-and-more-butter  school 
of  thought.  On  October  23,  1940,  he  as¬ 
serted  that  the  productivity  of  the  na¬ 
tional  economy  would  be  increased  by  15 
percent  during  the  next  year  or  two  and 
that  this  increase  in  productivity  would 
give  us  defense,  reemployment,  and  a 
higher  standard  of  living.  In  this  speech 
he  said: 

Today  we  are  at  a  new  high.  And  this 
means  that  our  industrial  output  per  person 
also  has  been  reaching  new  high  levels. 

Even  so,  our  industrial  plant  is  not  stag¬ 
gering,  wheezing,  or  giving  any  signs  of  im¬ 
minent  collapse.  There  is  a  lot  of  power  in 
reserve  to  climb  the  hills  ahead.  Unless  the 
“guesstimators’  ”  signs  of  the  zodiac  fail,  in¬ 
dustrial  production  will  climb  15  percent 
above  current  levels  within  the  next  year  or 
so.  Out  of  this  additional  15  percent,  which 
represents  about  $11,000,000,000  in  national 
income,  this  country  will  get  defense,  reem¬ 
ployment  and  a  higher  standard  of  living. 
(Press  release,  National  Defense  Advisory 
Commission,  October  23,  1940.) 

This  was  a  pretty  strong  stand,  but  it 
was  the  usual  New  Deal  stand.  The 
emphasis  was  always  placed  upon  the 
fact  that  it  was  not  necessary  to  make 
any  sacrifices  on  the  part  of  the  consum¬ 
ing  public.  It  certainly  was  consoling  to 
the  public  to  be  told  this.  They  wanted 
to  hear  it,  and  the  new  dealers  wanted 
them  to  believe  it  because  they  could  get 
more  popular  support  for  the  defense 
program  if  the  people  believed  it  would 
not  disturb  their  ordinary  mode  of  living 
but  that  it  would  really  enrich  and  widen 
their  consuming  habits. 
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But  as  it  now  turns  out,  and  as  it  could 
have  been  observed  by  any  person  who 
did  not  want  to  be  lulled  into  a  false  sense 
of  security  by  soft  words,  this  whole 
philosophy  has  proved  anything  but  fea¬ 
sible.  The  new  dealers  apparently  did 
not  envisage  the  full  scope  of  the  na¬ 
tional-defense  program.  They  did  not 
realize,  or  else  refused  to  admit,  that 
there  would  be  any  shortages  in  the 
productive  capacity  of  industry  or  in  the 
supply  of  skilled  labor  that  we  would  have 
to  draw  upon.  All  during  the  winter  of 
1940-41  we  have  heard  about  increasing 
plant  capacity  for  many  goods  in  order  to 
have  both  more  guns  and  more  butter. 
New  dealers  confidently  asserted  that  we 
could  increase  steel  capacity  by  10,000,000 
tons.  They  did  not  talk  about  restricting 
the  consumption  of  steel.  They  did  not 
seem  to  realize  that  it  would  take 
2,000,000  tons  of  steel  to  increase  plant 
capacity  for  the  production  of  10,000,000 
more  tons  of  steel;  the  fact  that  it  would 
require  a  diversion  of  2,000,000  tons  of 
steel  from  national  defense  for  such  plant 
expansion,  for  at  that  time  the  steel  in¬ 
dustry  was  already  producing  at  the  peak 
of  capacity. 

In  order  to  support  the  more-guns-and- 
more-butter  argument  certain  falsifica¬ 
tions  were  presented  in  New  Deal  press 
releases.  For  example,  on  November  28, 
1940,  the  National  Defense  Advisory 
Commission  issued  a  press  release  that 
there  was  no  shortage  of  aluminum  but 
that  there  was  sufficient  aluminum  for  all 
needs,  both  in  national  defense  and  for 
increasing  consumer  purchases.  In  this 
press  release  it  was  stated: 

Edward  R.  Stettinius,  Jr  Commissioner  in 
charge  of  the  Industrial  Materials  Division 
of  the  National  Defense  Advisory  Commis¬ 
sion,  made  the  following  points  today  (No¬ 
vember  28)  during  his  press  conference  on  the 
subject  of  aluminum  supply: 

1.  The  production  of  ingot  aluminum  dur¬ 
ing  the  next  2  years,  from  the  present  plants 
and  those  additional  units  already  planned, 
together  with  the  secondary  supply,  appears 
adequate  to  take  care  of  military  require¬ 
ments  as  now  estimated,  and  present  civilian 
requirements  over  the  present  level,  or  in  mil¬ 
itary  requirements  if  needed. 

Ingot  production  has  already  been  increased 
from  the  1939  level  of  325,000,000  pounds  to 
the  present  capacity  of  465,000,000  pounds  per 
year. 

Expansions  already  under  way  and  planned 
will  increase  the  level  to  690,000,000  pounds 
per  year  by  July  1941  and  825,000,000  pounds 
by  July  1942.  This  July  1942  production  will 
be  two  and  one-half  times  the  1939  level. 
(Press  release,  National  Defense  Advisory 
Commission,  November  28,  1940.) 

As  was  demonstrated  clearly  in  the 
hearing  of  the  Senate  Select  Committee 
Investigating  National  Defense  in  May 
1941  at  that  very  time — November  1940 — 
the  Aluminum  Co.  of  America,  which  was 
then  the  sole  producer  of  aluminum  in 
America,  was  administering  an  unofficial 
priority  system  for  the  allocation  of 
aluminum  for  defense  and  nondefense 
needs  because  there  was  not  sufficient 
aluminum  being  produced  to  meet  the 
needs  even  at  that  time.  Apparently  the 
New  Deal  didn’t  want  to  break  the  sad 
news  to  the  American  public  and  inform 
the  American  housewife  that  it  would  not 
be  possible  for  her  to  have  a  new  wash¬ 
ing  machine,  a  new  and  shiny  coffee  pot, 
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or  other  such  useful  household  gadgets, 
and  defense  all  ,at  the  same  time. 
Finally,  in  an  article  published  in  the 
Harvard  Business  Review  in  June  1841, 
Mr.  Henderson  admitted  the  falsity  of 
the  more  guns  and  more  butter  school  of 
thought  that  he  had  so  vigorously  cham¬ 
pioned.  In  this  article  he  said: 

By  all  odds,  the  best  type  of  control  of 
inflation  is  to  increase  production.  If  output 
could  be  increased  to  keep  pace  with  effective 
demand  there  never  would  be  any  inflation. 
So  far  as  it  is  possible,  it  should  be  our  aim 
to  use  the  remedy  of  increased  output. 
Whenever  a  shortage  appears,  we  should  try 
to  make  good  the  shortage.  But  unfortu¬ 
nately,  this  method  is  limited  in  its  usefulness 
under  the  present  emergency  conditions.  To 
get  enough  armament,  we  must  divert  labor 
and  productive  facilities  from  the  production 
of  consumer  goods  to  the  production  of  de¬ 
fense  goods.  The  slogan  of  “business  as 
usual,”  the  argument  that  we  can  have  more 
guns  and  more  butter  both,  has  had  to  give 
way  before  the  stern  necessity  of  speedily 
increasing  the  defense  effort.  In  all  proba¬ 
bility  it  is  necessary  to  devote  as  much  as  40 
percent  of  our  total  productive  capacity  to 
military  expenditures;  and,  therefore  the  in¬ 
crease  of  production  of  civilian  goods  to  curb 
price  inflation  is  rapidly  becoming  a  weapon 
of  limited  effectiveness  (press  release  of  the 
O.  E.  M .). 

In  fact,  Mr.  Henderson  has  gone  even 
further.  He  has  said  not  only  that  we 
cannot  have  more  butter,  but  he  has 
stated  that  we  will  have  to  produce  less 
consumer  goods  in  the  future  than  we 
have  been.  In  an  article  in  the  July  1941 
issue  of  Fortune  he  stated  that  we  would 
have  to  restrict  production  of  consumers’ 
goods  by  at  least  $6,000,000,000  or  $7,000,- 
000,000  during  the  next  year.  And  on 
July  14,  1941,  he  said: 

It  is  becoming  evident  now  that  the 
amount  of  materials  required  for  armaments 
fs  going  to  be  so  great  that  we  won’t  have 
enough  left  over  for  consumers’  durable 
goods. 

Certainly,  if  you  restrict  the  supply  of 
consumers’  goods  it  is  impossible  for  the 
American  people  to  have  more  butter. 
Thus  these  new  dealers,  in  order  to  make 
the  defense  program  more  palatable  to 
the  American  public,  have  committed  a 
great  wrong  on  the  public,  retarded  na¬ 
tional-defense  production,  and  injured 
the  national  economy. 

It  would  have  been  much  better  for  the 
American  public  to  realize  at  the  earliest 
possible  date  that  it  would  have  to  make 
sacrifices  for  national  defense.  The  ear¬ 
lier  they  realized  it  the  earlier  they  could 
reshape  their  normal  habits  in  order  to 
fit  the  new  situation.  The  earlier  the 
consumption  of  consumers’  goods  was  re¬ 
stricted,  the  more  materials  would  be 
available  for  the  production  of  national 
defense.  The  earlier  the  scarcity  of  im¬ 
portant  materials  was  realized  the  more 
likely  was  the  possibility  of  plant  ex¬ 
pansion. 

The  failure  to  utilize  as  much  of  our 
natural  resources  as  possible  in  the  early 
stages  of  the  program  will  slow  up  pro¬ 
duction  for  months  to  come.  It  will 
make  it  harder  to  restrict  the  consump¬ 
tion  of  consumers’  goods  after  this  false 
philosophy  has  had  a  whole  year  to  take 
hold.  The  potentialities  of  inflation 
would  by  then  have  been  increased  as  a 
consequence  and  the  ultimate  realization 
on  the  part  of  the  American  public  that 


it  has  been  misled  by  false  theory  will 
not  increase  public  morale.  Thus  this 
overly  simplified  and  erroneous  New  Deal 
theory  has,  I  am  certain,  already  proved 
exceedingly  dangerous  to  our  defense 
effort. 

Mr,  DOUGHTON.  Mr.  Chairman,  I 
move  that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Cole  of  Maryland  reported  that  the 
Committee,  having  had  under  considera¬ 
tion  the  bill  (H.  R.  5417)  to  provide 
revenue,  and  for  other  purposes,  had 
come  to  no  resolution  thereon. 

TRIALS  OF 'And  JUDGMENTS  UPON  THE 

ISSUE  OF  GOOD  BEHAVIOR  IN  THE  CASE 

OF  CERTAIN  FEDERAL  JUDGES 

Mr.  SABATH,  from  the  Committee  on 
Rules,  submitted  the  following  resolution 
(H.  Res.  282) ,  which  was  referred  to  the 
House  Calendar  and  ordered  to  be 
printed : 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
$he  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  state  of  the  Union 
for  the  consideration  of  the  bill  (H.  R  146) 
to  provide  for  trials  of  and  judgments  upon 
the  issue  of  good  behavioi  in  the  case  of  cer¬ 
tain  Federal  judges.  That  after  genera]  de¬ 
bate,  which  shall  be  confined  to  the  bill  and 
continue  fict  to  exceed  3  hours,  to  be  equally 
divided  and' ■controlled  by  the  chairman  and 
ranking  minority  member  of  the  Committee 
on  the  Judiciary,  the  bill  shall  be  read  for 
amendment  under  the  5-minute  rule.  At  the 
conclusion  of  th&,  reading  of  the  bill  for 
amendment,  the  Committee  shall  rise  and  re¬ 
port  the  same  to  the  kpuse  with  such  amend¬ 
ments  as  may  have  bfeen  adopted,  and  the 
previous  question  shall  be  considered  as  or¬ 
dered  on  the  bill  and  amendments  thereto 
to  final  passage  without  intervening  motion 
except  one  motion  to  recommit. 

EXTENSION  OF  REMARKS 

Mr.  JARMAN  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  awn  re¬ 
marks  in  the  Record. 

Mr  STEARNS  of  New  Hampshire. 
Mr.  Speaker,  I  ask  unanimous  consent 
to  extend  my  own  remarks  in  the  Record, 
and  to  include  therein  an  editorial. 

The  SPEAKER.  Is  there  objection  to 
ithe  request  of  the  gentleman  from  New 
Hampshire? 

There  was  no  objection 

Mr  MARTIN  of  Massachusetts  Mr. 
Speaker,  I  ask  unanimous  consent  that 
ithe  gentleman  from  Michigan  [Mr. 
Hoffman!  may  extend  his  own  remarks 
in  the  Record  and  include  two  short 
newspaper  articles. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 

Mr.  COSTELLO.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  in  the  Record  and  to  include 
therein  a  brief  statement  by  Roscoe 
Pound,  dean  emeritus  of  the  Harvard  Law 
’School. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Cali¬ 
fornia? 

There  was  no  objection. 

(Mr.  PATRICK  asked  and  was  given 
permission  to  revise  and  extend  his  own 
remarks  in  the  Record.) 


THE  REVENUE  BILL 

The  SPEAKER.  Without  objection, 
House  Resolution  279  with  reference  to 
I-the  bill  now  under  consideration  in  Com¬ 
mittee  of  the  Whole  will  be  laid  on  the 
table. 

There  was  no  objection. 

LEAVE  OF  ABSENCE 

By  unanimous  consent  le&ve  of  ab¬ 
sence  was  granted  as  follows: 

To  Mr.  Case  of  South  Dakota,  indefi¬ 
nitely,  on  account  of  official  business. 

To  Mr.  Gregory,  for.5  days,  on  account 
of  official  business. 

EXTENSION  OF  REMARKS 

Mr.  TINKHAM.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  in  the  Record  and  to  include 
therein  a  dispatch  published  yesterday 
in  the  New  York  Times. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 

SENATE  BILL  REFERRED 

A  bill  of  the  Senate  of  the  following 
title  was  taken  from  the  Speaker’s  table 
and,  under  the  rule,  referred  as  follows: 

S.  1770.  An  act  authorizing  the  President 
of  the  United  States  to  appoint  Sgt.  Alvin  C. 
York  as  a  colonel  in  the  United  States  Army, 
and  then  place  him  on  the  retired  list;  to  the 
Committee  on  Military  Affairs. 

ENROLLED  BILLS  SIGNED 

Mr.  KIRWAN  from  the  Committee  on 
Enrolled  Bills,  reported  that  that  com¬ 
mittee  had  examined  and  found  truly 
enrolled  bills  of  the  House  of  the  follow¬ 
ing  titles,  which  were  thereupon  signed 
by  the  Speaker: 

H.  R.  1855.  An  act  for  the  relief  of  Laura 
McStay;  and 

H.R.  3802.  An  act  for  the  relief  of  Louis 
A.  Schwan. 

BILLS  PRESENTED  TO  THE  PRESIDENT 

Mr.  KIRWAN,  from  the  Committee  on 
Enrolled  Bills,  reported  that  that  com¬ 
mittee  did  on  this  day  present  to  the 
President,  for  his  approval,  bills  of  the 
House  of  the  following  titles: 

H.  R.  1855  An  act  for  the  relief  of  Laura 
tilcStay;  and 

H,  R.  3802.  An  act  for  the  relief  of  Louis  A. 
Schwan. 

\  ADJOURNMENT 

Mr.  DOUGHTON.  Mr.  Speaker,  I  move 
that  the  Souse  do  now  adjourn. 

The  motion  was  agreed  to ;  accordingly 
(at  5  o’clock  .and  3  minutes  p.  m.)  the 
House  adjourned  until  tomorrow,  Thurs¬ 
day,  July  31,  1944,  at  12  o’clock  noon. 


COMMITTEE  HEARINGS 
Committee  on  Public  Biddings  and  Grounds 

There  will  be  a  meeting  of  the  Commit¬ 
tee  on  Public  Buildings  ahd  Grounds  at 
10  a.  m.  on  Thursday,  July  31,  1941,  in 
the  caucus  room  for  consideration  of 
House  Resolution  209. 

Committee  on  the  Judiciary 

Subcommittee  No.  1  of  the  Committee 
on  the  Judiciary  will  start  hearings  in 
room  346,  old  House  Office  Building,  on 
Wednesday,  August  6, 1941,  at  10:30  a.  m., 
on  H.  R.  5234,  to  amend  the  Judicial  Code 
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in  respect  to  the  jurisdiction  of  the  Court 
of  Claims  in  certain  cases.  (Mr.  Sumners 
of  Texas.) 


EXECUTIVE  COMMUNICATIONS.  ETC. 

Under  clause  2  of  rule  XXIV,  Execu¬ 
tive  communications  were  taken  from 
the  Speaker’s  table  and  referred  as  fol¬ 
lows: 

vya.  A  letter  from  the  Under  Secretary  of 
Agriculture,  transmitting  a  report  on  the 
agricultural  experiment  stations  for  the  fiscal 
year  ended  June  30,  1940;  to  the  Committee 
on  Agriculture. 

800.  A  letter  frorr  the  Chairman,  Recon¬ 
struction  Finance  Corporation,  transmitting  a 
report  of  the  activities  and  expenditures  of 
the  Reconstruction  Finance  Corporation  for 
the  month  of  May  1941  (H.  Doc.  No.  333) ;  to 
the  Committee  on  Banking  and  Currency  and 
ordered  to  be  printed. 

801.  A  letter  from  the  Secretary  of  War, 
transmitting  letters  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  June  19, 
1941,  submitting  a  report,  together  with  ac¬ 
companying  papers  and  illustrations,  on  re¬ 
examination  of  Mermentau  River  and  tribu¬ 
taries,  Louisiana,  and  Louisiana  and  Texas 
Intracoastal  Waterway  from  Mississippi  River 
at  or  near  New  Orleans,  La„  to  Corpus  Christi, 
Tex.,  requested  by  resolutions  of  the  Com¬ 
mittee  on  Flood  Control,  House  of  Represent¬ 
atives,  adopted  January  26,  1939,  the  Com¬ 
mittee  on  Rivers  and  Harbors,  House  of  Rep¬ 
resentatives,  adopted  January  24,  1939,  June 
6,  1939,  June  23,  1939,  and  October  28,  1940, 
and  the  Committee  on  Commerce,  United 
States  Senate,  adopted  February  8,  1939;  to 
the  Committee  on  Rivers  and  Harbors. 

802.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  June  23, 
1941,  submitting  a  report,  together  with  ac¬ 
companying  papers  and  illustrations,  on  a 
preliminary  examination  and  survey  of,  and 
review  of  reports  on,  Bayou  Teche,  Teche- 
Vermilion  waterway  and  Vermilion  River, 
La.,  authorized  by  the  River  and  Harbor  Acts 
approved  August  26,  1937,  and  June  20,  1938, 
and  requested  by  resolutions  of  the  Com¬ 
mittee  on  Flood  Control,  House  of  Repre¬ 
sentatives,  adopted  January  26,  1939,  the 
Committee'on  Rivers  and  Harbors,  House  of 
Representatives,  adopted  January  24,  1939, 
and  the  Committee  on  Commerce,  United 
States  Senate,  adopted  February  8,  1939,  and 
July  19,  1940;  to  the  Committee  on  Rivers 
and  Harbors. 


REPORTS  OF  COMMITTEES  ON  PUBLIC 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  reports  of 
committees  were  delivered  to  the  Clerk 
for  printing  and  reference  to  the  proper 
calendar,  as  follows: 

Mr.  SABATH:  Committee  on  Rules.  House 
Resolution  280.  Resolution  providing  for  the 
consideration  of  H.  R.  5417,  a  bill  to  provide 
revenue,  and  for  other  purposes;  without 
amendment  (Rept.  No.  1076).  Referred  to 
the  House  Calendar 

Mr.  FULMER:  Committee  on  Agriculture. 
H.  R.  5171.  A  bill  to  amend  section  392  of 
the  Agricultural  Adjustment  A.ct  of  1938,  as 
amended,  so  as  to  provide  for  separate  appro¬ 
priation  accounts  for  administrative  expenses 
of  the  Agricultural  Adjustment  Administra¬ 
tion,  so  as  to  modify  the  1-  and  2-percent 
limitations  on  administrative  expenses  and 
to  provide  over-all  limitations  in  lieu  thereof, 
and  for  other  purposes;  with  amendment 
(Rept.  No.  1077) .  Referred  to  the  Committee 
of  the  Whole  House  on  the  state  of  the 
Union. 

Mt.  BLAND:  Committee  on  the  Merchant 
Marine  and  Fisheries.  H.  R.  5397.  A  bill  to 
provide  for  the  protection  of  the  fish-cultural 


station  at  Spearfish,  S.  Dak.;  without  amend¬ 
ment  (Rept.  No.  1078).  Referred  to  the 
Committee  of  the  Whole  House  on  the  state 
of  the  Union. 

Mr.  BLAND:  Committee  on  the  Merchant 
Marine  and  Fisheries.  House  Joint  Resolu¬ 
tion  221.  Resolution  to  declare  abandoned 
the  title  of  the  city  of  Marquette,  Mich.,  to 
certain  land  in  the  county  of  Marquette,  and 
to  vest  control  of  such  land  in  the  Secretary 
of  the  Treasury  for  Coast  Guard  purposes; 
without  amendment  (Rept.  No.  1079).  Re¬ 
ferred  to  the  Committee  of  the  Whole  House 
on  the  state  of  the  Union. 

Mr.  SABATH:  Committee  on  Rules.  House 
Resolution  282.  Resolution  for  consideration 
of  H.  R.  146,  to  provide  for  trials  of  and 
judgment  upon  the  issue  of  good  behavior  in 
the  case  of  certain  Federal  judges;  without 
amendment  (Rept.  No.  1081).  Referred  to 
the  House  Calendar. 


REPORTS  OF  COMMITTEES  ON  PRIVATE 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  reports  of 
committees  were  delivered  to  the  Clerk 
for  printing  and  reference  to  the  proper 
calendar,  as  follows: 

Mr.  KING:  Committee  on  Immigration  and 
Naturalization.  H.  R.  5300.  A  bill  for  the 
relief  of  Louise  Hsien  Djen  Lee  Lum;  without 
amendment  (Rept.  No.  1080).  Referred  to 
the  Committee  of  the  Whole  House. 


PUBLIC  BILLS  AND  RESOLUTIONS 

Under  clause  3  of  rule  XXII,  public 
bills  and  resolutions  were  introduced  and 
severally  referred  as  follows: 

By  Mr.  CULLEN: 

H.  R.  5443.  A  bill  authorizing  the  Secretary 
of  the  Treasury  to  convey  an  easement  in  cer¬ 
tain  lands  to  the  city  of  New  York,  and  for 
other  purposes;  to  the  Committee  on  Public 
Buildings  and  Grounds. 

By  Mr.  SCHULTE: 

H.  R.  5444.  A  bill  to  amend  the  act  to  regu¬ 
late  barbers  in  the  District  of  Columbia,  and 
for  other  purposes;  to  the  Committee  on  the 
District  of  Columbia. 

By  Mr.  ANGELL: 

H.  R.  5445.  A  bill  for  the  relief  of  veterans 
of  the  Spanish-American  War,  including  the 
Philippine  Insurrection  and  Chinese  Boxer 
Rebellion;  to  the  Committee  on  Pensions. 

By  Mr  BLAND: 

H.  R.  5446.  A  bill  to  establish  a  system  of 
unemployment  insurance  for  the  maritime 
industry,  and  for  other  purposes;  to  the  Com¬ 
mittee  on  the  Merchant  Marine  and  Fisheries. 

By  Mr.  RANDOLPH: 

H.  R.  5447.  A  bill  to  amend  section  907  of 
the  act  entitled  “An  act  to  establish  a  code 
of  law  for  the  District  of  Columbia,”  ap¬ 
proved  March  3,  1901,  relating  to  second  con¬ 
viction  of  criminal  offenses;  to  the  Committee 
on  the  District  of  Columbia 

H.  R.  5448.  A  bill  to  define  and  punish 
vagrancy  in  the  District  of  Columbia,  and  for 
other  purposes;  to  the  Committee  on  the  Dis¬ 
trict  of  Columbia. 

By  Mr.  DICKSTEIN: 

H.  J.  Res.  225.  Joint  resolution  to  declare 
October  28,  1941,  Statue  of  Liberty  Day;  to 
the  Committee  on  the  Judiciary. 

By  Mr.  BLAND: 

H.  Res.  281.  Resolution  authorizing  the 
Committee  on  the  Merchant  Marine  and 
Fisheries  to  investigate  the  progress  of  the 
national-defense  program  insofar  as  it  relates 
to  said  committee;  to  the  Committee  on 
Rules. 


PRIVATE  BILLS  AND  RESOLUTIONS 

Under  clause  1  of  rule  XXII,  private 
bills  and  resolutions  were  introduced  and 
severally  referred  as  follows: 


By  Mr  BARRY : 

H.  R.  5449.  A  bill  for  the  relief  of  Mr? 
Cecile  Herzog  and  Lucille  Herzog  (an  infan^ 
to  the  Committee  on  Claims. 

By  Mr.  DAVIS  of  Ohio: 

H.  R.  5450.  A  bill  granting  an  increase  of 
pension  to  Rachel  L.  Rector;  to  tjae  Com¬ 
mittee  on  Invalid  Pensions. 

By  Mr.  EDWIN  ARTHUR  HALL: 

H.  R.  5451.  A  bill  awarding/ the  Distin¬ 
guished  Service  Cross  to  Pvt.  Charles  B. 
Terrell;  to  the  Committee  on 'Military  Affairs. 

By  Mr.  KILBURN: 

H.R.  5452.  A  bill  for  the  relief  of  Emmett 
Armstrong;  to  the  Committee  on  Claims. 

By  Mr.  RODGERS  of  Pennsylvania: 

H.R.  5453.  A  bill  granting  an  increase  of 
pension  to  Sophronia  Bronson;  to  the  Com¬ 
mittee  on  Invalid  Pensions. 

By  Mr.  SMITH  of  Washington: 

H.  R.  5454.  A  bill  for  the  relief  of  David 
Caron;  to  the  Committee  on  Claims. 

By  Mr.  SHERIDAN: 

H.  R.  5455.  A  bill  for  the  relief  of  Rebecca 
Goldbaugh;  to  the  Committee  on  Invalid 
Pensions. 


PETITIONS,  ETC. 

Under  clause  1  of  rule  XXII,  petitions 
and  papers  were  laid  on  the  Clerk’s  desk 
and  referred  as  follows: 

1704.  By  Mr.  HART:  Petition  of  the  Ho¬ 
boken  (N.  J.)  Chamber  of  Commerce,  Ogden 
H.  Hammond,  president,  recommending  a 
rigid  economy  in  nondefense  expenditures 
through  the  elimination  of  all  deferrable  pub¬ 
lic  improvements;  to  the  Committee  on  Ap¬ 
propriations. 

1705.  By  Mr.  MARTIN  J.  KENNEDY:  Peti¬ 
tion  of  the  New  York  Zoological  Society,  op¬ 
posing  House  bill  2675,  known  as  the  Murdock 
bill;  to  the  Committee  on  the  Public  Lands. 

1706.  By  Mr.  KEOGH:  Petition  of  the  Kings 
County  Council,  Jewish  War  Veterans  of  the 
United  States,  Brooklyn,  N.  Y.,  concerning  the 
retaining  in  the  service  of  the  United  States 
Army,  the  Federalized  National  Guard,  se¬ 
lectees,  Reserve  officers,  and  others  in  the 
service;  to  the  Committee  on  Military  Affairs. 

1707.  By  Mr.  JOSEPH  L.  PFEIFER:  Petition 
of  the  Kings  County  Council,  Jewish  War 
Veterans  of  the  United  States,  Brooklyn,  N.  Y„ 
concerning  the  retention  of  the  armed  forces 
now  in  training  for  the  period  of  the  emer¬ 
gency;  to  the  Committee  on  Military  Affairs. 

1708.  By  Mr.  ROLPH:  Resolution  of  the 
Western  Plant  Board,  State  of  California  de¬ 
partment  of  agriculture,  requesting  Congress 
to  continue  undiminished  the  annual  appro¬ 
priation  made  to  the  Bureau  of  Entomology 
and  Plant  Quarantine  of  the  United  States 
Department  of  Agriculture  for  emergency  con¬ 
trol  of  incipient  pest  outbreaks;  to  the  Com¬ 
mittee  on  Appropriations. 

1709.  By  Mr.  SHAFER  of  Michigan:  Reso¬ 
lution  of  the  Michigan  State  Union  Meeting 
Association  of  the  Brotherhood  of  Locomotive 
Engineers, 'opposing  the  St.  Lawrence-Great 
Lakes  seaway;  to  the  Committee  on  Rivers 
and  Harbors. 

1710.  Also,  resolution  of  the  Council  of  the 
City  of  Dearborn,  Mich.,  requesting  that  cur¬ 
tailment  in  production  of  automobiles  be 
made  on  a  basis  that  would  prevent  wide¬ 
spread  unemployment  in  the  automotive  in¬ 
dustry;  to  the  Committee  on  Ways  and 
Means. 

1711.  By  Mr.  TALLE:  Petition  of  Mrs.  I.  H. 
Benson  and  46  other  women  of  Rockford, 
Iowa,  urging  the  enactment  of  Senate  bill 
860;  to  the  Committee  on  Military  Affairs. 

1712.  By  Mr.  VORYS  of  Ohio:  Petition  rf 
H.  F.  Stafford  and  35  others,  urging  the  pass¬ 
ing  of  Senate  bill  860;  to  the  Committee  on 
Military  Affairs. 

1713. "  By  the  SPEAKER:  Petition  of  the 
county  of  San  Diego,  Calif.,  petitioning  con¬ 
sideration  of  their  resolution  with  reference 
to  the  enactment  of  legislation  for  the  estabr 
lishment  of  an  old-age  pension  program;  to*, 
the  Commirtee  on  Ways  and  Means. 
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Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on 
the  state  of  the  Union  for  the  further 
consideration  of  the  bill  H.  R.  5417,  to 
provide  revenue,  and  for  other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  state  of  the  Union  for  the  further 
consideration  of  the  bill  H.  R.  5417,  with 
Mr.  Cole  of  Maryland  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Illinois  [Mr.  Dewey]. 

Mr.  DEWEY.  Mr.  Chairman,  I  have 
asked  for  this  time  in  order  that  I  may 
discuss  a  feature  of  the  pending  tax  bill 
reported  last  week  by  our  great  Com¬ 
mittee  on  Ways  and  Means.  This  item 
was  not  discussed  during  the  public  hear¬ 
ings  but  became  a  part  of  the  bill  during 
the  executive  sessions. 

In  a  search  to  find  means  of  raising 
additional  revenue,  the  administration 
proposed  that  a  husband  and  wife  be 
required  to  file  a  joint  income-tax  return. 
That  recommendation  has  been  incor¬ 
porated  in  this  bill. 

It  is  contended  that  this  radical  inno¬ 
vation  in  our  tax  system  will  raise  about 
$300,000,000  of  additional  revenue.  It  is 
also  advocated  as  a  way  to  prevent  tax 
avoidance,  as  where  one  member  of  a 
family  has  all  the  income  and  transfers 
a  portion  of  it  to  the  other  member, 
thereby  causing  the  tax  rate  on  the  in¬ 
come  of  the  original  recipient  to  be  low¬ 
ered. 

Despite  these  and  other  alleged  bene¬ 
fits,  I  am  constrained  to  protest.  I  be¬ 
lieve  the  proposed  compulsory  joint  re¬ 


turn  for  husband  and  wife  constitutes  a 
radical  departure  from  the  American 
concept  of  equal  rights  and  privileges.  I 
believe  it  is  an  unjustified  intrusion  on 
the  rights  of  women.  I  believe  it  will  be 
a  deterrent  to  the  growth  of  the  middle- 
class  American  family,  which  is  the  back¬ 
bone  of  our  economic  life.  And  lastly, 
I  believe  the  mandatory  joint  return  is 
in  effect,  if  not  in  fact,  an  indirect 
method  of  reducing  the  value  of  the 
$2,000  exemption  from  taxation  allowed 
under  existing  law  to  a  husband  and  wife. 

In  the  past  and  under  existing  law  a 
husband  and  wife  have  been  considered 
separate  entities.  Each  has  been  per¬ 
mitted  to  make  an  independent  return 
and  to  apply  the  exemption  allowed  a 
married  couple  as  suited  them.  Our  laws 
recognize  the  right  of  a  woman  to  own 
property  in  her  own  name  and  to  dispose 
of  it  as  she  sees  fit.  And  the  Federal 
income-tax  law  has  given  this  same  rec¬ 
ognition  to  the  income  derived  from  this 
property. 

Ever  since  the  passage  of  the  nine¬ 
teenth  amendment,  giving  the  right  of 
suffrage  to  women,  it  has  become  an  es¬ 
tablished  American  principle  that  women 
enjoy  the  same  rights  as  men.  While 
laws  of  the  States  differ,  generally  speak¬ 
ing  the  States  have  enacted  various  stat¬ 
utes  abolishing  the  old  common-law  re¬ 
strictions  on  the  rights  of  women.  It  is 
now  the  American  doctrine  that  a  woman 
has  freedom  of  contract  and  the  right  to 
hold  and  convey  property  in  her  own 
right.  A  married  woman  may  sue  in 
her  own  name  and  is  liable  to  suit.  The 
individual  earnings  of  a  married  woman 
are  her  separate  property  and  not  subject 
to  the  control  and  disposition  of  her  hus¬ 
band. 

The  mandatory  joint  return  would 
mean  a  complete  departure  from  this  es¬ 
tablished  American  doctrine.  It  smacks 
of  the  old  medieval  conception  that  a 
husband  and  wife  are  one;  namely,  the 
husband,  and  that  if  a  wife  had  any  status 
at  all,  it  was  merely  a  chattel.  I  cannot 
bring  myself  to  believe  that  the  American 
womanhood  today  will  accept  any  such 
medieval  concept. 

Today  almost  every  young  woman 
graduating  from  high  school  or  college 
seeks  a  position  in  the  business  world. 
She  desires  to  be  financially  independent. 
Women  have  distinguished  themselves  in 
the  medical  and  legal  professions.  They 
occupy  places  of  leadership  in  banking, 
insurance,  and  business  generally.  They 
have  made  a  great  contribution  to  the 
various  social  sciences.  In  the  Congress 
itself  we  have  as  colleagues  nine  duly 
elected  women  representatives  of  the 
people.  The  mere  fact  that  women  are 
elected  to  the  Congress  is  evidence  enough 
that  the  American  people  adhere  to  the 
principle  that  American  women  are  inde¬ 
pendent. 

To  require  a  married  woman  to  report 
her  income  as  being  income  of  her  hus¬ 
band  as  well  as  herself  is  to  deny  women 
their  independent  status.  I  believe  the 
American  women  will  not  be  willing  to 
accept  this  encroachment  on  their  inde¬ 
pendent  status  because  of  a  Federal  tax- 
law  provision  inserted  to  gain  additional 
revenue  otherwise  obtainable  by  a  frank 
and  open  increase  of  the  tax  rate  upon 
the  individual.  If  the  American  women 


are  to  be  treated  as  chattels,  I  venture 
to  predict  that  they  will  remember  this 
return  to  the  dark  ages  when  they  next 
go  to  the  polls. 

Not  only  does  the  mandatory  joint  re¬ 
turn  constitute  an  encroachment  upon 
the  independent  status  of  American 
women;  it  is  an  attack  on  marriage,  in 
that  such  a  requirement  imposes  a  pen¬ 
alty  on  the  family. 

I  give  as  an  example  a  successful  young 
man  with  earned  income  before  exemp¬ 
tions  of  $5,000  and  a  young  woman  with 
an  earned  income  before  exemptions  of 
$3,000.  Under  the  pending  tax  bill  the 
young  man  pays  a  tax  of  $430  and  the 
young  woman  $192,  a  total  of  $622.  If 
they  marry  and  are  permitted  to  make 
separate  returns,  their  tax  will  be  re¬ 
duced  to  a  total  of  $588,  due  to  the 
larger  family  exemption.  However,  if 
this  newly  married  couple  are  forced  to 
make  a  joint  return,  their  tax  will  be 
increased  to  $688,  or  an  increase  of  21 
percent  in  tax  money  required. 

The  group  of  people  who  will  be  most 
affected  by  the  innovation  of  the  manda¬ 
tory  joint  return  in  our  Federal  tax  sys¬ 
tem  is  the  thousands  of  families  of  mod¬ 
erate  means  with  two  or  three  children 
of  college  age.  Take,  for  instance,  the 
example  of  a  married  man  with  an 
earned  income  of  $10,000  before  exemp¬ 
tions  and  his  wife  with  an  earned  in¬ 
come  of  $3,000.  Using  the  tax  rates  in 
the  pending  bill,  if  these  two  were  per¬ 
mitted  to  file  a  separate  return,  their 
total  tax  would  be  $1,348.  Under  the 
mandatory  joint  return  their  combined 
tax  would  be  $1,768,  or  an  increase  of  31 
percent  in  tax  money.  This  increase  of 
31  percent  represents  the  cost  of  a  year’s 
education  at  college  for  one  of  their 
children. 

It  is  imperative  that  the  Treasury  col¬ 
lect  unprecedented  sums  in  the  form  of 
taxes  to  finance  the  unprecedented  ex¬ 
penditures  for  our  national  defense  and 
aid  to  Great  Britain,  to  both  of  which 
this  country  is  committed.  The  people 
have  as  yet  little  conception  of  the  tax 
burden  they  are  about  to  be  asked  to  bear 
and  the  sacrifices  they  will  be  obliged  to 
make.  This  burden  may  be  more  readily 
accepted  and  the  sacrifices  made  if  the 
people  have  concrete  examples  of  econ¬ 
omy  set  by  the  Government  itself  in  the 
elimination  and  reduction  of  all  unneces¬ 
sary  and  nondefense  items  in  the  Budget. 

Moreover,  in  making  these  demands 
of  the  people  I  believe  that  great  forth¬ 
rightness  should  be  maintained.  The 
Treasury  officials  argue  that  the  base  of 
taxation  is  as  broad  as  is  possible  and 
that  there  should  be  no  reduction  in 
exemptions.  But,  as  a  matter  of  fact,  a 
study  of  the  mandatory  joint  return  by 
husband  and  wife  proves  that  the  tax 
value  of  the  exemption  of  $2,000  al¬ 
lowed  married  couples  is  reduced  or  the 
relative  tax  value  of  $800  allowed  single 
persons  increased. 

It  is  presumed  that  as  the  exemption 
for  a  single  person  is  only  $800  and  that 
for  a  married  couple  $2,000,  the  Con¬ 
gress  desires  to  encourage  the  marital 
status.  The  proposed  mandatory  joint 
return  completely  annuls  this  policy. 

Take,  as  an  example,  a  single  man  with 
a  $4,000  income  and  a  single  woman  with 
a  $3,000  income.  Each  takes  a  deduction 
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of  $800  and  files  a  separate  return.  The 
man  will  pay  a  tax  of  $308  and  the  woman 
$192,  a  total  for  both  of  $500. 

This  couple  marries,  and  their  com¬ 
bined  income  remains  the  same,  but  as  a 
married  couple  they  are  allowed  an 
exemption  of  $2,000.  They  file  separate 
returns,  as  heretofore  permitted,  each 
taking  an  exemption  of  $1,000.  Their  to¬ 
tal  tax  will  be  $452,  or  9.6  percent  less 
than  they  both  paid  when  single.  Hence, 
as  a  married  couple  they  have  benefited 
by  the  larger  exemption  of  $2,000. 

Now,  under  the  pending  mandatory 
joint  return  it  will  be  found  that  by 
combining  their  incomes  they  will  have 
to  pay  $542  instead  of  $452  and  that 
their  tax  is  over  8  percent  greater  than 
when  they  were  single  and  only  had  $800 
exemption  apiece  instead  of  $2,000  be¬ 
tween  them.  Under  the  joint  return  this 
young  couple  should  be  allowed  an 
exemption  of  $2,200  if  they  are  to  enjoy 
the  same  privilege  as  when  single  and 
not  be  penalized  by  marrying.  Con¬ 
versely,  to  go  back  to  my  original  state¬ 
ment,  the  mandatory  joint  return  will, 
in  effect,  reduce  the  tax  value  of  the 
exemption  to  about  $1,800  for  married 
couples  with  a  combined  earned  income 
of  $7,000. 

Let  us  consider  now  the  situation  of 
persons  of  larger  income — the  man  with 
an  earned  income  of  $10,000  and  a 
woman  with  an  earned  income  of  $3,000. 
If  each  makes  a  separate  return  and 
takes  the  individual  exemption  of  $800, 
the  man  will  pay  a  tax  of  $1,336  and  the 
woman  $192,  a  total  for  the  two  of 
$1,528.  Suppose  this  couple  marries  and 
are  allowed  the  larger  exemption  of 
$2,000  for  married  couples  but  are  forced 
to  make  a  joint  return  of  income.  Their 
tax  will  be  increased  to  $1,768,  or  by  over 
15  percent.  In  order  that  this  couple 
will  not  be  penalized  by  marrying,  their 
family  exemption  should  be  increased  to 
$2,900;  or  conversely,  the  mandatory 
joint  return  of  husband  and  wife  will 
reduce  the  tax  value  of  the  family  ex¬ 
emption  to  about  $1,100. 

As  I  have  said,  in  giving  a  family 
exemption  of  $2,000  for  tax  purposes,  it 
was  the  intent  of  Congress  to  aid  the 
American  family  form  of  life.  That  has 
always  been  the  spirit  of  American  law. 
The  innovation  of  the  joint  return  will, 
however,  completely  disturb  the  rela¬ 
tionship  between  this  exemption  and  the 
single  person’s  exemption  of  $800.  If 
the  Congress  does  not  wish  to  place  a 
premium  on  remaining  single,  in  direct 
opposition  to  its  former  policy,  one  of 
three  steps  must  be  taken: 

First.  Refuse  to  accept  the  mandatory 
joint  return  for  husband  and  wife. 

Second.  Increase  the  exemptions  for 
married  couples. 

Third.  Decrease  the  exemption  for 
single  persons. 

To  return  to  the  example  of  the  young 
couple,  the  man  with  an  income  of  $4,000 
and  the  woman  with  an  income  of  $3,000. 
Each  filed  a  separate  return,  taking  an 
individual  exemption  of  $800.  Their 
total  tax  would  be  $500.  Should  they 
marry  and  make  a  joint  return,  their 
tax,  as  I  have  stated,  would  be  increased 
to  $542.  In  order  that  their  tax  may 
remain  the  same  before  and  after  mar¬ 


riage  and  so  as  not  to  place  a  premium 
on  remaining  single,  the  individual  ex¬ 
emption  must  be  reduced  for  persons  of 
this  income  class  to  $600  instead  of  $800, 
as  now  allowed.  Further  adjustment 
downward  would  have  to  be  made  as  the 
income  increases. 

As  you  have  doubtless  noted,  in  all  the 
illustrative  cases  I  have  presented  as  to 
how  the  mandatory  joint  return  operates 
I  have  not  included  the  defense  tax  of  10 
percent.  I  have  omitted  this  tax  in  my 
calculations,  inasmuch  as  it  is  a  flat  rate 
applicable  to  all  individual  taxpayers  re¬ 
gardless  of  status  or  classification. 

To  recapitulate,  there  is  nothing  new 
in  the  theory  of  the  joint  return.  It 
has  been  urged  by  the  Treasury  De¬ 
partment  ever  since  1933,  principally  to 
invade  the  rights  of  the  several  States 
which  have  elected  to  have  community 
property  between  husband  and  wife.  The 
mandatory  joint  return  also  invades  the 
rights  of  American  women.  Moreover, 
as  I  have  endeavored  to  show,  the  man¬ 
datory  joint  return  annuls  the  intent  of 
Congress  to  stimulate  the  development  of 
American  family  life  by  reducing  the  tax 
value  of  the  family  exemption. 

I  believe  the  joint  return  is  just  an¬ 
other  case  of  bringing  into  being  an¬ 
other  unpopular  project  by  dressing  it 
up  in  the  uniform  of  a  national-defense 
necessity.  The  same  revenue  can  un¬ 
doubtedly  be  obtained  by  frankly  reduc¬ 
ing  the  exemptions,  thereby  bringing  di¬ 
rectly  to  the  people’s  understanding 
what  the  present  cost  of  government 
really  means  to  them. 

I  cannot  protest  too  strongly  against 
the  mandatory  joint  return  item  in  this 
bill.  It  is  arbitrary,  discriminatory,  and 
un-American. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to 
the  gentleman  from  Vermont  [Mr. 
Pltjmley], 

Mr.  PLUMLEY.  Mr.  Chairman,  it  is 
urged  and  rightly  so  that  we  must  raise 
more  taxes  for  national  defense.  Of 
course,  that  is  true.  The  reason  why,  and 
the  responsibility  for  the  situation  is 
not,  however,  found  primarily  in  the  fact 
that  the  war  is  on. 

The  reason  why  we  have  to  raise  more 
money  by  the  imposition  of  heavier  taxes 
is  found  in  the  fact  that  money  hereto¬ 
fore  voted  for  preparedness  has  gone  into 
New  Deal  boondoggling  social  experimen¬ 
tation  and  40  other  foolish  projects 
fathered  by  the  administration,  which 
have  created,  at  the  taxpayers  expense, 
a  prosperity  as  unreal  as  an  opium  eater’s 
dream.  That  is  where  we  stand  as  we 
take  a  dive  into  the  unknown  today. 

Just  how  much  money  can  we  raise? 
We  need  all  we  can  get  today  to  make 
up  for  the  foolishness  of  yesterday,  and 
to  really  defend  ourselves.  We  ought  to 
have  thought  of  this  7  years  ago,  and 
through  the  7  years  as  money  has  poured 
out  and  through  the  New  Deal  sieve  like 
water  into  sand. 

Of  course  we  need  it.  I  shall  vote  for 
it,  though  I  have  voted  against  the  New 
Deal  policy  of  spending  and  spending, 
because,  as  I  have  said  repeatedly,  this 
day  of  reckoning  would  arrive.  It  is 
here. 

I  realize  the  futility  and  fatuity  in¬ 
volved  in  speech  making  with  respect  to 


the  provisions  of  this  bill,  but  I  do  not 
propose  to  let  the  opportunity  pass  with¬ 
out  saying,  that  though  I  shall  vote  for 
it,  because  we  must  have  the  money,  and 
as  a  temporary  measure  it  is  the  best  we 
can  get,  yet  had  it  not  been  for  the  waste¬ 
ful,  wanton,  reckless  spending  program  of 
the  last  7  years  this  bill  would  not  have 
been  necessary.  And  others  are  on  the 
line. 

We  approach  this  fortieth  emergency 
of  the  Roosevelt  administration  because 
of  the  road  paved  with  taxpayers’  money 
carelessly  and  wastefully  expended,  that 
could  lead  nowhere  else,  and  for  no  other 
reason.  That  is  the  reason.  Do  not  be 
fooled. 

The  taxpayers’  money  has  been  squan¬ 
dered  without  rhyme  or  reason  and  the 
sun  of  the  day  of  reckoning  has  risen. 
God  only  knows  when  it  will  set.  The 
people  certainly  will  be  tax  conscious  for 
many,  many  years  before  the  taxes  and 
taxes  and  more  taxes  are  paid.  That  is 
the  sequel  to  the  story  the  first  chapters 
of  which  only  have  been  written.  “My 
friends.” 

Franklin  D.  Roosevelt  will  be  remem¬ 
bered  longer  than  all  of  our  other  Presi¬ 
dents,  singly  or  combined;  but  not  for  the 
same  reasons.  He  has  wastefully  spent 
and  unwisely  allocated  more  money  than 
all  of  them  combined,  and  not  wisely,  but 
too  much.  As  the  people  pay,  and  pay 
“through  the  nose'  down  the  long  years, 
they  will  remember  him. 

Now  we  are  confronted  by  inflation, 
bankruptcy,  and/or  repudiation.  Right 
now,  when  we  should  be  confronted  with 
no  financial  emergency,  the  responsibil¬ 
ity  is  on  the  doorstep  of  the  Roosevelt 
administration,  which  has  been  produc¬ 
tive  of  a  procession  of  emergencies  and 
broken  promises  to  reduce  debt  and  taxes 
and  spending,  and  today  we  are  face  to 
face  with  an  emergency  that  is  “bigger 
and  better”  for  it  will  cost  the  taxpayers 
more  and  more,  and  last  longer  than  any 
or  all  of  its  predecessors.  God  save  the 
state  and  pity  the  people  who  must  bear 
the  burden  of  paying  the  bills. 

I  could  say  a  lot  more  about  the  bill 
itself,  as  drawn,  but  it  would  be  a  waste 
of  breath  and  of  time.  So  long  as  we 
spend,  we  will  have  to  pay,  and  taxes  is 
the  answer. 

The  amount  of  money  that  will  have 
to  be  raised  in  taxes  out  of  the  pockets  of 
the  people  in  order  to  pay  existing  obli¬ 
gations  is  so  stupendously  staggering  as 
to  be  almost  impossible  of  understating 
or  appreciation.  The  length  of  time  it 
will  take  in  order  to  raise  the  money  even 
on  the  basis  of  confiscatory  taxes  is  un¬ 
believable. 

The  people  will  have  to  pay  the  bills, 
and  they  danced  to  the  polls  and  voted  to 
continue  the  New  Deal  spending  policy. 
It  was  a  lot  of  fun,  so  long  as  they  were 
not  personally  responsible.  Now  they 
will  have  to  pay  the  fiddler;  when  they 
really  become  tax  conscious  and  learn 
how  they  have  been  fooled  by  hidden 
taxes,  as  they  will  as  these  are  increased; 
when  the  income  tax  reaches  down  to  the 
$700  class  and  under;  when  the  head  tax 
is  imposed,  and  they  pay  or  work  it  out; 
when  the  sales  tax  is  put  on  top  of  all 
the  others,  then  they  will  realize  that 
the  only  more  abundant  life  to  be  offered, 
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or  realized  by  any  American,  is  found  in 
his  own  effort  and  ability  to  carve  it  out 
for  himself,  without  the  aid  or  interfer¬ 
ence  of  a  paternalistic  government  which 
feeds  him  the  froth  of  promises  while  he 
dreams  but  wakes  to  feed  himself,  worse 
off  than  before  he  fell  asleep  listening  to 
a  bedtime  story. 

No  tax  bill  can  be  drawn  that  is  100 
percent  equitable  or  just.  That  is  his¬ 
tory.  This  bill  is  neither,  in  many  par¬ 
ticulars.  What  is  one  man’s  meat  is  poi¬ 
son  for  another.  So  it  has  been  and  al¬ 
ways  will  be. 

This  bill  raises  money.  That  is  what 
it  undertakes  to  do,  let  the  chips  fall 
where  they  may.  The  people  must  pay 
whether  they  like  it  or  not.  We  need  the 
money;  that  is  the  answer.  But  why? 
You  think  that  over,  and  weep. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Ohio  [Mr.  McGregor]. 

Mr.  McGREGOR  Mr.  Chairman,  the 
Nation’s  finances  are  in  a  critical  state — 
not  due  to  defense  expenditure,  but 
largely  due  to  the  extravagant  spending 
and  reckless  borrowing  of  the  present 
administration  of  the  last  8  years.  This 
extravagant  program  is  objected  to  by 
not  only  Republicans  of  my  district,  but 
also  those  old-line  Jeffersonian  Demo¬ 
crats  who  believe  with  us  Republicans 
that  cur  Nation’s  strength  is  not  based 


An  examination  of  this  chart  will  show 
that  when  the  initial  request  was  made 
for  defense  expenditure  last  year  the 
New  Deal  spenders  had  exhausted  the 
then  existing  debt  limit  of  $45,000,000,000, 
and  all  spent  for  nondefense  items.  And, 
my  friends,  this  is  not  the  end.  I  proph¬ 
esy  that  within  a  year  our  debt  limit  will 
exceed  $100,000,000,000,  with  only  a  small 
percent  used  as  an  expenditure  for  de¬ 
fense. 

Our  fiscal  situation  is  bad  because  of 
the  Chief  Executive’s  unwillingness  to 
take  a  firm  stand  against  congressional 
spenders  when  the  worst  years  of  depres¬ 
sion  were  behind  us.  Today  his  attitude 
remains  unchanged  in  spite  of  the  ad¬ 
vent  of  the  defense  program.  The  Presi¬ 
dent’s  refusal  to  reduce  nondefense 
spending  and  his  silence  on  this  subject 
is  one  of  the  underlying  causes  of  our 
financial  insecurity. 

If  the  President  showed  by  deeds  as 
well  as  by  words  that  he  fully  realized 
the  dangers  of  uncontrolled  expenditure 
and  intended  to  support  all  economy 
moves  that  did  not  hamper  the  defense 
program,  the  thinking  people  of  the 
country  would  feel  greatly  relieved.  They 
would  be  more  willing  to  support  new 
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only  on  the  number  of  guns,  airships, 
battleships,  and  tanks  that  we  have,  but 
who  believe  that  the  morale  of  our 
people  and  the  financial  condition  of 
our  Nation  are  to  be  considered  as  a 
safety  to  sound  and  permanent  govern¬ 
ment. 

I  am  not  worried  so  much  about  the 
size  of  the  national  debt  as  I  am  about 
the  rapidity  with  which  it  has  risen  since 
Mr.  Roosevelt  took  office.  In  8  years  the 
present  administration  has  spent  as 
much  as  it  cost  to  run  the  Government 
during  the  first  131  years  of  our  coun¬ 
try — from  the  administration  of  George 
Washington  through  the  administra¬ 
tion  of  Woodrow  Wilson,  including  the 
World  War  period.  It  has  accumulated 
a  series  of  staggering  deficits,  for  non¬ 
defense  items,  that  forces  Congress  to 
put  upon  the  people  a  heavy  tax  burden. 
Yet  even  this  tax  program  that  we  have 
before  us  is  but  a  small  percent  of  the 
amount  required  to  meet  the  Govern¬ 
ment’s  deficit.  Of  the  $67,000,000,000 
spent  in  the  last  8  years  only  approxi¬ 
mately  $5,000,000,000  represents  an  out¬ 
lay  for  the  defense  program,  a  program 
which  we  are  all  in  favor.  But  what  I 
want  to  impress  upon  your  mind  is  that 
the  Nation’s  present  financial  condition 
was  not  caused  by  our  defense  expendi¬ 
ture.  The  following  table  sets  forth  the 
picture  of  the  financial  record  from 
July  1,  1933,  to  July  30,  1941: 


tax  proposals.  But  they  want  to  be  sure 
that  increased  revenues  will  be  used  for 
defense  and  not  for  nonessential  expen¬ 
ditures.  They  would  be  willing  to  save 
more  and  buy  more  Government  bonds  if 
they  felt  sure  their  sacrifices  would  make 
the  Government  financially  stronger. 

I  certainly  agree  with  the  minority  re¬ 
port  on  the  tax  bill  when  it  says: 

If  the  Government  is  going  “all-out”  for 
national  defense,  and  “all-out”  for  taxes  upon 
the  people,  it  is  compelled  both  by  necessity 
and  by  a  regard  for  its  obligation  to  the 
taxpayers  of  the  country  to  also  go  “all-out” 
for  economy. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Wisconsin  [Mr.  Johns]. 

Mr.  JOHNS.  Mr.  Chairman,  H.  R. 
5417  is  the  result  of  8  years  of  spending 
money  and  the  creation  of  a  huge  debt 
for  the  people  of  the  United  States  to 
pay.  For  8  years  we  have  drifted  along 
and  used  the  credit  of  the  United  States 
to  keep  the  people  pacified  and  quiet, 
handing  out  public  funds  to  every  person 
who  could  think  of  some  scheme  whereby 
he  could  use  money.  This  Congress  has 
been  warned  a  number  of  times  by  its 
Members  that  the  day  of  reckoning  would 


soon  be  at  hand,  and  today  it  has  arrived. 
From  now  on  we  may  expect  taxes — more 
taxes  and  higher  taxes. 

This  bill  is  before  us  under  a  rule  which 
does  not  permit  of  any  amendment  to  the 
bill  unless  approved  by  the  committee, 
although  many  Members  of  Congress  feel 
that  there  are  many  changes  that  should 
be  made  in  it  in  order  to  make  it  equi¬ 
table  to  all  taxpayers.  I  am  happy  to 
know  that  we  are  going  to  be  able  to  vote 
on  the  provision  which  would  require 
joint  income  returns  of  husbands  and 
wives  and  I  appreciate  the  committee 
consenting  to  this  amendment  to  the 
rule  so  that  we  can  do  so. 

The  results  of  joint  returns  for  hus¬ 
bands  and  wives  cannot  be  foreseen  at 
the  present  time,  but  from  the  letters  I 
have  received  opposing  the  joint  return, 
from  both  wives  and  husbands,  I  am  sat¬ 
isfied  that  it  would  cause  a  great  deal  of 
trouble  in  many  families  throughout  the 
United  States.  It  should  be  amended  so 
that  both  the  husband  and  the  wife  may 
make  a  separate  return  if  they  care  to 
do  so.  In  fact,  the  Supreme  Court  of  the 
United  States  has  said  that  that  is  what 
they  should  do.  I  call  the  attention  of 
the  Members  of  the  House  to  the  case 
of  Hoeper  against  Tax  Commission  of 
Wisconsin,  reported  in  Two  Hundred  and 
Eighty-fourth  United  States  Reports  at 
page  206.  Here  the  Court  decided  that 
the  Wisconsin  law,  which  attempted  to 
tax  the  combined  incomes  of  husbands 
and  wives,  was  unconstitutional.  If  it 
was  unconstitutional  for  the  State  to  do 
it,  it  certainly  ought  to  be  unconstitu¬ 
tional  for  the  United  States  Government 
to  do  it.  Many  young  men  and  women 
who  marry  nowadays  have  separate  in¬ 
comes,  and  to  penalize  them  because  they 
get  married,  and  subject  them  to  a  larger 
income  tax  than  they  would  have  been 
required  to  pay  if  they  had  not  married 
is  not  promoting  the  welfare  of  the 
United  States  and  certainly  would  be 
against  good  public  policy.  The  plea  that 
we  need  the  money  is  no  justification  for 
such  arbitrary  action  on  our  part,  be¬ 
cause  in  addition  to  the  full  statutory 
share  of  all  increases  in  individual  taxes 
under  the  new  schedules,  39  percent  more 
than  the  total  of  such  increases  is  to  be 
extorted  exclusively  from  individuals  who 
are  married;  and,  secondly,  because  the 
$323,000,000 — represented  by  this  39- 
percent  supertax  on  married  individu¬ 
als — could  and  should  be  equitably  ob¬ 
tained  from  higher  normal  taxes  and 
lower  exemptions,  as  suggested  by  the 
Treasury,  with  adjustment  of  surtaxes  if 
and  as  necessary,  and  from  other  sources 
in  harmony  with  a  sound  public  policy. 
There  is  no  logical  reason  why  the  Gov¬ 
ernment  should  in  one  breath  declare 
that  husband  and  wife  are  one  and  in¬ 
dissoluble  for  purposes  of  surtax  but  di¬ 
vided  and  as  far  apart  as  the  poles  for 
gift  tax  and  death  duty. 

The  tax  proposed  in  the  bill  on  motor 
vehicles,  semitrailers,  motor-vehicle  parts 
and  accessories,  tires  and  tubes  seems  to 
be  extremely  high  and  should  be  lowered, 
but  there  is  no  way  that  this  important 
matter  can  come  before  the  membership 
for  a  vote.  This  affects  truck  companies, 
especially,  because  it  is  a  well-known  fact 
that  any  tax  increase  on  the  sale  of  com¬ 
modities,  such  as  are  enumerated  under 
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Expenditures 

Receipts 

Deficits 

Public  debt 

Fiscal  year — 

1934 . 

$6,011,000, 000 
7, 010, 000, 000 
8, 666. 000, 000 
8, 177,000,  COO 

7,  239, 000,  000 

8,  707, 000, 000 
8,  998,  000, 000 

12,  710,  000, 000 

$2, 895,  000, 000 
3,  210, 000, 000 
4, 550, 000, 000 
3, 148, 000, 0C0 
1,  384,  000,  000 
3,  542, 000, 000 
3,  611,000,  000 
5, 103,  000, 000 

$27, 053, 000, 000 
28,  701, 000, 000 
33,  778,  000,  000 
36,  425,  000, 000 
37, 165, 000, 000 
40,  440, 000, 000 
42,  968, 000, 000 
48,  961, 000,  000 

1935 . 

3, 800, 000, 000 

1936 . 

1937 . 

1938 . 

1939 . 

1940 . 

1941 . 

Total . 

07,  518, 000, 000 

40, 075, 000, 000 

27, 443, 000,  COO 

oflulyf^l^  19i>4  trough  1940  taken  from  the  1942  Budget.  Figures  for  1941  taken  from  Treasury  press  release 
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this  section,  are  transmitted  to  the  ulti¬ 
mate  consumer  and  experience  has 
taught  us  that  objections  are  few  and  far 
between  because  the  ultimate  consumer 
is,  in  99  cases  out  of  100,  unaware  of  the 
fact  that  he  is  paying  the  bill,  and  the 
manufacturer,  not  being  affected  because 
he  can  raise  prices  in  conformity  with 
these  increases,  does  not  say  anything 
about  it. 

The  gasoline  tax  is  high  enough  at  the 
present  time.  Gasoline  taxes  were  orig¬ 
inated  to  provide  funds  for  highways  and 
highway  regulation.  Surreptitiously,  this 
rich  source  of  revenue  has  been  tapped 
for  other  purposes,  notably  in  Wisconsin 
where  diversion  is  the  subterfuge.  New 
construction  has  declined  as  a  result. 
The  original  Federal  tax  on  gasoline  like¬ 
wise  had  some  justification  because  of 
Federal  aid  grants  for  construction  of 
highways  in  the  different  States.  Gaso¬ 
line  is,  in  short,  a  poor  base  for  a  general 
tax,  because  it  is  inequitable.  It  is  an 
ideal  source  of  revenue  for  highway  con¬ 
struction,  where  the  money  goes  into  im¬ 
provements  to  help  the  people  from 
whom  it  is  collected,  but  not  for  the  gen¬ 
eral  purpose  of  running  the  Government. 
I  covered  the  objections  to  this  tax  in  an 
extension  of  my  remarks  in  the  Con¬ 
gressional  Record  on  May  19. 

I  have  also  received  several  hundred 
protests  against  increasing  the  tax  on 
beer.  It  is  evident  to  everyone  who  has 
studied  the  subject  of  taxation  that  if 
you  get  the  tax  too  high  on  any  particular 
article,  you  do  not  gain  any  additional 
revenue,  but  in  many  instances  consump¬ 
tion  falls  off  and  as  a  result  you  do  not 
collect  as  much  revenue  as  if  the  tax  were 
not  so  high. 

There  have  also  been  many  protests 
filed  with  me  against  the  increase  of  tax 
on  the  sale  of  musical  instruments.  To 
me  this  is  a  matter  that  should  have 
received  very  serious  consideration  by  the 
Ways  and  Means  Committee — and  no 
doubt  it  did  receive  some  consideration 
by  the  committee.  In  recent  years  high 
schools  have  been  organizing  high-school 
bands  and  it  is  one  of  the  best  ways  that 
I  know  that  young  people’s  minds  can 
be  directed  in  the  right  channels  because 
when  they  are  practicing  to  play  in  the 
band,  their  minds  are  occupied  in  whole¬ 
some  and  elevating  education.  If  you 
tax  the  instruments  to  a  point  where  the 
parents  or  the  youngsters  themselves 
cannot  buy  these  instruments,  you  are 
doing  an  injury  and  an  injustice  to  the 
young  people  of  this  country  and  in  my 
opinion  this  tax  should  not  have  been 
placed  on  musical  instruments. 

Another  of  the  taxes  provided  in  this 
bill  is  that  on  outdoor  advertising.  The 
principal  objection  to  this,  of  course,  is 
that  outdoor  advertising  is  one  of  the 
means  we  have  to  educate  people  to  buy 
articles  and  thus  increase  the  sale  of  the 
products  of  everybody  in  the  country, 
and  if  you  put  a  tax  on  it,  and  a  penalty, 
naturally  you  are  not  going  to  get  as 
good  results.  It  will  naturally  slow  up 
business  activity  and  reduce  production, 
and  as  a  result  the  national  income  will 
be  decreased.  The  tax  is  unjust,  in  my 
opinion,  for  the  following  reasons: 

First.  The  proposed  tax  would  be  con¬ 
fiscatory  because  it  would  amount  to 


from  over  50  percent  to  more  than  100 
percent  of  the  profits  realized  annually 
by  the  individuals,  partnerships,  and  cor¬ 
porations  engaged  in  the  outdoor  adver¬ 
tising  business,  after  fair  compensation 
for  personal  services  rendered.  Obvi¬ 
ously,  therefore,  the  tax  would  defeat  its 
intended  purpose  by  the  process  of  “kill¬ 
ing  the  goose  that  lays  the  golden  egg.” 

Second.  If  the  purpose  of  the  pro¬ 
posed  tax  on  outdoor  advertising  is  a 
legitimate  one  in  securing  revenue,  it  is 
apparent  that  it  is  a  mistaken  principle 
to  attempt  to  levy  a  tax  upon  any  medium 
of  advertising  itself,  because  a  tax  on  any 
medium  of  advertising  is  an  economic 
fallacy  in  that  it  would  add  to  the  prob¬ 
lems  of  marketing  and  distribution, 
thereby  handicapping  manufacturing, 
production,  and  sales  service.  A  tax  on 
any  form  of  advertising  is  similar  to  a 
tax  on  the  tools  of  a  workman  or  the 
services  of  a  salesman. 

Third.  The  proposed  levy,  while  it  is 
ostensibly  an  occupational  tax  upon  the 
business  of  “renting  billboard  space  to 
others”  is  actually  a  tax  upon  outdoor 
advertising  and  while  there  is  a  provision 
in  the  measure  for  taxing  the  net  time 
sales  of  radio  stations  on  a  graduated 
scale  from  5  to  15  percent,  there  is  no 
proposed  tax  on  other  major  advertising 
media  such  as  newspapers,  magazines, 
direct-mail,  window  displays,  and  car 
cards.  Furthermore,  the  proposed  levy 
is  not  equitable  because  it  discriminates 
between  advertising  and  all  other  selling 
effort. 

Fourth.  Based  on  knowledge  of  the 
physical  facilities  available  in  outdoor 
advertising,  the  proposed  tax  will  not 
produce  a  gross  revenue  of  more  than 
$2,000,000,  instead  of  the  $7,000,000  an¬ 
ticipated,  according  to  the  announce¬ 
ment  in  the  public  press.  Furthermore, 
the  administration  and  mechanics  of  ap¬ 
plying  the  tax,  determining  the  measure¬ 
ments  of  structures,  etc.,  would  be  more 
costly  than  the  gross  revenue  produced 
by  the  tax. 

Fifth.  Outdoor  advertising  (billboards) 
is  an  efficient  and  economical  method 
for  the  dissemination  to  the  public 
by  Government  and  industry  respect¬ 
ing  subjects  important  to  the  welfare  of 
the  Nation  and  its  citizens  and  certainly 
should  not  be  handicapped  by  a  tax  not 
levied  on  other  forms  of  such  communi¬ 
cation.  In  the  present  emergency  it 
would  be  detrimental  to  the  success  of 
the  national- defense  program  and  the 
maintenance  of  the  national  morale  if 
any  one  of  the  fundamental  means  of 
disseminating  information  to  the  general 
public  were  to  be  crippled  or  made  ineffec¬ 
tive  by  the  process  of  taxation,  especially 
in  view  of  the  fact  that  it  would  not,  in 
the  final  analysis,  produce  important 
revenue  to  the  Government  or  serve  any 
sound  economic  or  sociological  objective 
or  purpose. 

The  record  of  service  to  the  country 
by  the  organized  outdoor-advertising  in¬ 
dustry  during  the  period  of  national 
emergency  represented  by  the  World  War 
and  its  aftermath  is  one  which  should 
cause  us,  the  elected  Representatives  of 
the  people,  responsible  for  the  Nation’s 
welfare,  to  give  serious  thought  to  the 


future  needs  of  the  country,  as  well  as 
the  present,  before  lending  our  support 
to  such  an  un-American  and  unsound 
confiscatory  and  discriminatory  proposal 
as  is  contemplated. 

Recent  contributions  in  space,  labor, 
and  materials  in  the  national  interest 
made  by  the  men  and  women  owning  and 
operating  outdoor-advertising  facilities 
in  behalf  of  the  United  States  Army  and 
the  U.  S.  O.  are  evidence  of  the  readiness 
and  capacity  of  the  organized  outdoor- 
advertising  industry  to  serve  the  public 
interest. 

Sixth.  In  the  World  War  of  over  20 
years  ago  a  similar  tax  on  outdoor  adver¬ 
tising,  but  expressly  excluding  newspaper 
advertising,  was  proposed,  and  the  Ways 
and  Means  Committee,  realizing  that  it 
was  unfair  and  patently  discriminatory, 
after  investigating  the  matter,  deleted  it. 
Moreover,  the  committee  found  that  the 
possible  returns  would  be  so  small  in  pro¬ 
portion  to  the  levy  contemplated  and  the 
disastrous  effects  upon  business  gener¬ 
ally,  and  especially  the  businesses  served 
by  outdoor  advertising,  would  be  so  great, 
that  it  would  be  uneconomical  to  impose 
any  tax  upon  outdoor  advertising. 

The  same  arguments  as  were  proposed 
at  that  time  are  still  applicable.  Out¬ 
door  advertising  is  a  national  sales  fa¬ 
cility  and  offers  the  manufacturer  and 
merchant  the  lowest-cost  advertising 
facility  available  to  them  for  the  move¬ 
ment  of  goods  from  the  manufacturer 
through  the  retailer  to  the  consumer. 
Certainly  a  trade  facility  of  this  nature 
should  not  be  penalized  by  a  special  tax 
which  does  not  apply  to  other  national 
advertising  media,  such  as  the  news¬ 
papers  and  magazines. 

Seventh.  A  tax  on  any  form  of  adver¬ 
tising  is  uneconomical  because  it  would 
serve  to  slow  up  business  activity  and 
therefore  decrease  the  national  income. 
Consequently  the  proposed  levy  on  out¬ 
door-advertising  structures  is  absolutely 
unsound.  As  a  matter  of  fact,  the  levy, 
as  proposed,  loses  sight  of  the  fact  that 
outdoor  advertising  is  a  national  adver¬ 
tising  medium.  By  its  very  terms  it  pro¬ 
poses  a  tax  on  those  concerns  “who  rent 
billboards  to  others”  and  makes  it  an 
occupational  tax  for  such  service.  It, 
purposely  or  otherwise,  disregards  the 
fact  that  outdoor  advertising  is  not  a 
business  of  renting  space,  but  is  a  na¬ 
tional  and  recognized  trade  facility 
which  the  leading  manufacturers  of  this 
country  use  for  the  exploitation  of  their 
products  because  it  is  the  most  economi¬ 
cal  medium  per  thousand  of  circulation 
for  that  exploitation. 

For  these  reasons,  I  regret  exceedingly 
that  the  Members  of  this  House  are  not 
permitted  to  take  up  and  vote  on  amend¬ 
ments  and  at  least  get  the  sentiment  of 
the  Members  on  these  all-important  mat¬ 
ters  included  in  this  tax  bill.  Under  the 
present  rule,  we  must  take  it  all  or  noth¬ 
ing.  If  we  were  not  in  such  a  serious  con¬ 
dition  financially  in  this  country  and  did 
not  need  the  money  so  badly,  I  would 
feel  like  voting  against  the  bill.  How¬ 
ever,  a  majority  of  the  taxpayers  of  this 
country  have  voted  for  the  condition  that 
we  find  ourselves  in  todas?,  so  there  is  not 
much  that  can  be  done  by  anyone  now 
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except  to  find  some  means  by  which  we 
can  get  the  money  to  take  care  of  our 
public  expenditures  and  our  increasing 
public  debt. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
Missouri  [Mr.  Duncan], 

Mr.  DUNCAN.  Mr.  Chairman,  I  pro¬ 
pose  to  discuss  during  this  time  title  I 
of  the  bill,  that  is,  the  individual-income- 
tax  provision.  Under  this  title,  it  is  pro¬ 
posed  to  raise  $1,152,000,000  in  excess  of 
the  schedules  which  are  in  effect  under 
the  present  law.  You  who  have  read  the 
report  or  the  bill  will  have  seen  that  it  is 
not  proposed  to  increase  the  normal 
rates.  They  remain  as  they  are  now,  but 
the  surtax  rate  is  increased. 

Under  the  present  law  the  first  $4,000 
of  income  is  exempt  from  the  surtax  but 
subject  to  the  normal  tax.  The  present 
bill  proposes  to  reduce  that  amount  to 
the  first  dollar  of  net  income  for  surtax 
purposes;  in  other  words,  instead  of  the 
surtax  beginning  as  it  does  now  at  $4,000, 
it  will  begin  with  the  first  dollar  of  in¬ 
come  after  the  deductions  and  exemp¬ 
tions  are  taken. 

The  question  may  arise  in  your  minds 
and  in  the  minds  of  some  who  read  the 
bill,  “Why  did  you  not  increase  the  nor¬ 
mal  rate  instead  of  imposing  surtax 
rates  and  accomplish  the  same  purpose?” 
The  reason  is  this,  and  it  applies  to  the 
individual  income-tax  returns  just  as  it 
applies  to  the  corporation  income-tax 
returns:  The  normal  tax  rate  on  corpora¬ 
tions  has  not  been  increased.  There  are 
many  billions  of  tax-exempt  securities 
in  the  United  States  which  are  exempt 
from  the  normal  tax  but  not  exempt  from 
the  surtax.  It  was  the  thought  of  the 
committee  that  in  times  like  these  the 
income  from  those  billions  of  dollars’ 
worth  of  Government  bonds  ought  to  be 
subjected  to  an  income  tax.  During  the 
past  few  years  a  great  many  people  in 
this  country  who  have  money  to  invest 
have  invested  in  this  type  of  bond  and 
have  been  satisfied  with  a  comparatively 
small  rate  of  return,  but  it  seemed  to  us 
that  they  ought  to  bear  a  part  of  this 
burden.  Therefore  we  imposed  a  surtax 
instead  of  increasing  the  normal  tax  to 
reach  this  income. 

Another  change  in  the  proposed  bill  is 
that  the  earned-income  credit  of  10  per¬ 
cent  will  not  be  allowed  for  surtax  pur¬ 
poses.  Under  the  present  law  10  percent 
of  the  income  is  deducted.  That  is  a 
sort  of  wearing-out  deduction.  We  allow 
depreciation  on  machinery  and  equip¬ 
ment,  so  why  should  not  the  human  body 
or  the  human  mind,  which  wears  out  just 
like  a  piece  of  machinery  ultimately,  have 
some  consideration  in  that  respect? 
Heretofore  that  was  applicable  for  sur¬ 
tax  purposes  as  well  as  normal  tax  pur¬ 
poses.  It  will  be  allowed  under  this  bill 
for  normal  taxes  but  not  for  surtax  pur¬ 
poses. 

Mr.  Chairman,  it  has  been  said  a  good 
man,  times  on  the  floor  of  the  House 
during  this  debate  and  during  discus¬ 
sions  on  other  tax  bills  that  we  ought  to 
lower  the  base,  that  we  ought  to  make 
everybody  in  the  United  States  pay  an 
Income  tax  so  that  they  would  become 
tax  conscious  and  refrain  from  making 


unnecessary  demands  upon  the  Govern¬ 
ment  Treasury  to  meet  the  demands  of 
certain  groups  in  the  country.  I  believe 
this  is  a  beautiful  thought,  and  it  comes 
usually  from  those  who  are  in  the  higher 
income  tax  brackets  and  want  to  avoid 
the  payment,  to  a  large  degree,  of  their 
own  income  tax;  but  do  not  forget  that 
whenever  you  lower  the  exemptions  and 
reduce  the  brackets,  whatever  the  amount 
of  that  deduction  may  be,  it  goes  on  top 
of  the  income  tax  payments  imposed  in 
the  higher  brackets.  It  is  necessary  to 
do  that,  or  you  would  have  to  have  a  dif¬ 
ferent  ratio  for  those  in  the  lower  income 
brackets  than  for  those  in  the  upper 
brackets,  and  I  do  not  believe  that  would 
be  fair.  In  other  words,  every  time  you 
reduce  the  base  $400,  that  $400  goes  on 
top  of  the  man  who  is  already  in  the  75 
percent  bracket,  and  he  pays  a  tax  on 
that  $400  at  that  rate. 

There  is  another  reason,  it  seems  to  me, 
that  is  stronger  than  that.  Get  this,  if 
you  please,  and  analyze  it.  There  are 
more  families  in  this  country  earning 
$500  or  less  than  there  ought  to  be  or 
than  we  like  to  think  there  are.  There 
are  more  people  making  $1,000  a  year 
than  we  would  like  to  have  in  the  United 
States.  The  $500  group  pays  as  great  a 
percent  of  their  income  in  taxes  as  those 
making  between  $5,000  and  $10,000,  and 
the  $1,000  group  pays  as  great  a  percent¬ 
age  of  tax  as  those  earning  between 
$4,000  and  $5,000.  You  will  find  in  the 
hearings  of  the  committee  tables  showing 
these  facts. 

Remember  that  in  addition  to  this 
$1,152,000,000  which  we  are  proposing  to 
raise  from  personal  income  taxes,  there 
is  likewise  an  equal  amount  being  raised 
from  excise  taxes  which  are  being  pro¬ 
posed  upon  almost  every  commodity  that 
the  people  of  this  country  use  and  they 
must  meet  that  obligation.  Every  time 
they  buy  something  they  pay  a  part  of 
that  tax,  and  in  addition  to  this  they  have 
their  State  taxes  to  meet. 

So,  Mr.  Chairman,  we  must  face  the 
situation  in  a  very  practical  way.  You 
cannot  take  all  that  these  people  have. 
They  are  sufficiently  tax  conscious  now 
when  the  remainder  of  their  income, 
after  the  payment  cf  these  various  obli¬ 
gations,  is  looked  at.  So  it  seems  to  me 
that  they  are  paying  now  a  greater  per¬ 
centage  of  their  income  than  could  really 
be  expected  of  them,  and  this  lower-in¬ 
come  group  meets  75  percent  of  the 
excise  tax.  Those  in  the  higher-income 
groups,  of  course,  pay,  but  in  the  lower- 
income  groups  every  dollar  of  their  in¬ 
come  goes  for  living,  whereas  those  in  the 
higher-income  groups  spend  it  for  many 
other  types  cf  things,  as  well  as  actual 
living  expenses  that  must  be  met  every 
day  to  meet  the  obligations  of  the  ordi¬ 
nary  family. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  will  the  gentleman  yield  for  a 
question? 

Mr.  DUNCAN.  Briefly. 

Mr.  AUGUST  H.  ANDRESEN.  Does 
the  gentleman  refer  to  indirect  taxes 
paid  by  those  consumers  who  receive 
around  $500  a  year? 

Mr.  DUNCAN.  I  refer  to  that;  yes. 
I  refer  to  the  tax  they  pay  every  day  as 


excise  taxes  that  are  not  hidden.  The 
expression  “hidden  taxes”  to  me  is  the 
most  fallacious  thing  in  the  world,  be¬ 
cause  the  excise  taxes  are  just  as  open 
and  above  board  and  written  into  the  law 
the  same  as  the  income  taxes  which  you 
pay  every  year  under  your  return. 

Mr.  AUGUST  H.  ANDRESEN.  I  agree 
with  the  gentleman  on  that,  but  there 
are  a  whole  lot  of  hidden  taxes  that  the 
people  pay  when  they  buy  things.  Does 
the  gentleman  have  any  idea  of  the  per¬ 
centage  of  the  dollar  that  is  contained 
in  hidden  taxes? 

Mr.  DUNCAN.  No;  I  do  not  have  that 
in  mind,  but  I  know  a  few  years  ago,  even 
before  the  last  tax  bill,  one  of  the  great 
insurance  companies  of  the  country  made 
a  survey  and  the  families  of  this  country 
with  incomes  of  $1,800  paying  no  income 
taxes  were  paying  $228.50  out  of  that 
$1,800  as  taxes,  and  that  is  a  greater 
percentage  than  you  and  I  and  the  rest 
of  us  were  paying. 

There  is  not  any  way  to  get  away  from 
hidden  taxes.  Hidden  taxes  are  repre¬ 
sented  in  the  taxes  on  the  properly  we 
rent.  They  are  represented  in  the  taxes 
that  are  paid  on  the  personal  property 
that  we  buy  every  day.  There  is  not  any 
way  to  get  away  from  these  so-called 
hidden  taxes  unless  we  wipe  out  all  forms 
of  taxes  on  property. 

Mr.  REED  of  New  York.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  DUNCAN.  I  yield  to  the  gentle¬ 
man. 

Mr.  REED  of  New  York.  One  of  our 
greatest  problems  was  not  so  much  the 
hidden  taxes  as  the  hidden  taxpayers 
whom  we  are  trying  to  reach. 

Mr.  DUNCAN.  That  is  right,  and  we 
have  pretty  well  reached  them,  I  will  say 
to  the  gentleman. 

Now,  Mr.  Chairman,  I  have  heard  it 
said  several  times  by  some  gentlemen 
that  they  wish  this  tax  bill  was  bigger; 
that  they  wished  the  rates  were  higher, 
and  that  we  were  paying  more.  You  know 
we  are  paying  a  pretty  good  sum  now.  I 
hear  it  held  up  to  us  every  day  that  our 
taxes,  compared  with  those  of  Great  Brit¬ 
ain  and  Canada,  are  very  small.  Well, 
frankly,  I  am  awfully  glad  we  are  living 
in  the  United  States  and  not  in  Great 
Britain  or  Canada  or  anywhere  else,  and 
I  hope  that  our  taxes  never  will  reach  the 
height  that  they  have  in  those  countries. 
I,  for  one,  am  satisfied  with  the  amount 
in  this  bill.  As  a  matter  of  fact,  I  would 
have  been  satisfied  had  the  rates  not  been 
as  high  as  they  are  now.  Do  not  forget 
for  one  moment  that  this  tax  bill  is  going 
to  be  retroactive  so  far  as  these  individual 
taxes  are  concerned  for  practically  9 
months.  We  are  going  to  say  to  the  tax¬ 
payers  of  this  country  that  they  must  go 
back  to  the  1st  of  January  1941  and  pay 
the  taxes  which  we  are  now  imposing 
upon  them  in  this  bill.  They  have  made 
their  obligations,  they  have  anticipated 
their  incomes,  they  may  have  gone  into 
debt  for  certain  things  which  they  had  a 
right  to  expect  they  would  be  able  to  pay 
for,  and  we  come  along  with  this  tax  bill 
and  take  a  very  large  portion  away  from 
them.  This  is  going  to  interfere  with  the 
obligations  which  they  have  created.  I 
say  to  you  now,  and  I  have  said  this  pub¬ 
licly  to  the  people  I  represent,  this  bill 
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is  going  to  be  bigger  next  year.  Next 
year,  I  am  convinced,  the  rates  will  be 
higher.  I  am  convinced  they  are  going 
to  be  higher  the  next  year  after  that,  but 
we  will  finally  build  up  to  it.  Let  us  not 
jump  from  here  way  up  to  here  at  one 
jump  or  from  the  second  or  third  step  to 
about  the  tenth  step  at  one  jump.  We 
have  got  to  meet  this  condition  gradu¬ 
ally.  Remember  that  only  about  20  per¬ 
cent  of  our  economy  at  this  time  is  being 
devoted  to  war  purposes. 

We  found  in  writing  this  tax  bill  and 
raising  the  money  to  meet  the  obligations 
that  we  have  to  look  at  the  normal  econ¬ 
omy  of  75  percent  of  the  people  who  are 
not  engaged  in  war  work.  They  have  to 
live.  Unless  we  think  of  these  problems 
in  writing  tax  bills,  we  will  be  asked  the 
question.  How  are  the  75  percent  of  the 
people  going  to  meet  the  obligation  that 
the  25  percent  are  creating?  That  is  the 
thought  that  I  have  personally  with  re¬ 
spect  to  this  tax  bill.  I  would  be  willing 
to  raise  the  amount  very  much  more  next 
year  than  I  would  be  willing  to  raise 
it  this  year.  I  believe  that  is  good 
philosophy. 

Mr.  LEAVY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DUNCAN.  Yes. 

Mr.  LEAVY.  This  tax  bill  carried  for 
the  first  time,  I  think,  a  tax  on  outdoor 
advertising. 

Mr.  DUNCAN.  I  did  not  intend  to  de¬ 
bate  that.  I  was  seeking  to  confine  my 
remarks  to  the  individual  income  tax.  I 
think  some  other  gentlemen  will  discuss 
that,  and  I  do  not  like  to  be  diverted, 
though  probably  I  can  answer  the  ques¬ 
tion  that  the  gentleman  has  in  mind. 

Mr.  DOUGHTON.  Mr.  Chairman,  it 
is  understood  that  the  gentleman  from 
Michigan  [Mr.  Dingell]  will  specialize 
in  his  speech  on  excise  taxes. 

Mr.  DUNCAN.  And  I  may  say  to  the 
gentleman  from  Washington  that  there 
will  be  an  amendment  suggested  to  this 
bill  which  changes  the  situation  con¬ 
siderably. 

Mr.  LEAVY.  And  also  as  to  radio 
taxes? 

Mr.  DUNCAN.  Not  as  to  radio  taxes. 

Mr.  LEAVY.  Is  there  anything  in  the 
bill  which  affects  newspaper  advertise¬ 
ment? 

Mr.  DUNCAN.  No. 

Mr.  LEAVY.  Is  there  any  reason  for 
that  distinction? 

Mr.  DUNCAN.  Mr.  Chairman,  with  all 
due  courtesy  to  the  gentleman,  I  do  not 
want  to  go  into  a  discussion  of  that  phase 
of  the  bill. 

Mr.  LEAVY.  it  does  appear  to  me  that 
there  is  a  marked  discrimination  be¬ 
tween  the  two  types  of  advertising. 

Mr.  DUNCAN.  I  prefer  that  the  gen¬ 
tleman  discuss  it  who  has  prepared  that 
phase  of  it,  if  the  gentleman  does  not 
mind.  Last  year,  or  under  existing  law, 
a  man  making  $900  a  year  paid  44  cents 
income  tax.  Under  the  present  bill  he 
will  pay  $5.94.  That  is  a  considerable 
increase.  In  the  $10,000  income  class, 
last  year  the  taxpayer  paid  $686 — a  single 
person — and  now  he  will  pay  $1,469.  That 
is  a  considerable  increase.  A  married 
man  with  two  dependents,  last  year  paid 
$440,  and  this  year  he  will  pay  $998.80. 
Those  are  pretty  fair  jumps  for  a  begin¬ 


ning.  The  amount  of  expenditures  have 
been  discussed  here  many  times.  Of 
course,  we  knew  when  this  bill  came  up 
that  practically  everybody  was  going  to 
vote  for  it,  so  far  as  the  revenue  is  con¬ 
cerned.  There  may  be  some  things  that 
some  do  not  like,  just  as  I  do  not  like. 
Everybody  will  have  to  make  a  sacrifice. 
We  are  going  to  have  to  pay  a  lot  more 
taxes  than  we  have  heretofore  paid,  but 
the  result  of  these  sacrifices  ought  to  be 
devoted  exclusively  to  the -defense  of  this 
country. 

I  agree  with  my  colleagues  on  both 
sides  of  the  aisle  that  everything  that  is 
unnecessary  ought  to  be  cut  off,  that  we 
ought  to  prune  and  trim  down  our  ex¬ 
penditures  to  the  absolute  minimum.  We 
are  going  to  have  to  borrow  a  lot  of  the 
money  as  it  is,  but,  Mr.  Chairman,  if 
this  country  is  right  in  the  theories  that 
it  is  now  pursuing,  if  we  are  right  in 
building  a  great  Army  for  our  defense,  it 
is  just  as  much  a  problem  for  my 
grandchildren  as  it  is  my  problem,  be¬ 
cause  if  we  lose  the  liberties  and  the 
rights  which  we  today  enjoy,  there  will 
be  nothing  left  for  them — the  old  home¬ 
stead  will  have  been  destroyed.  There¬ 
fore,  a  pavi  of  it  must  be  passed  on  to 
them.  We  ought  to  pay  every  dollar 
that  we  can,  but  in  doing  that,  let  us 
not  destroy  ourselves.  Sometimes  in 
cur  anxiety  over  the  present  I  wonder  if 
we  do  not  forget  the  future.  In  our 
anxiety  to  build  an  Army  to  prepare  for 
our  defense,  for  which  I  am  as  strong  as 
anyone  in  this  House,  I  repeat  to  you 
that  we  must  not  forget  the  normal 
economy  of  our  country  as  we  go  along, 
and  we  must  not  ruin  the  people.  We 
must  build  this  thing  up  gradually,  as 
high  as  it  can  possibly  go. 

If  we  have  to  pay  50  percent  of  all  of 
the  income  of  this  country  to  meet  this 
obligation,  then  we  must  do  it,  but  let 
us  not  place  the  load  upon  the  people 
all  at  one  time.  You  can  put  a  man  in 
the  Army,  take  him  out  of  an  office  and 
put  him  in  the  Army  and  put  a  pack  on 
his  back  and  start  him  on  a  30-mile 
march;  he  probably  would  not  last  30 
minutes,  and  when  he  became  exhaust¬ 
ed,  he  would  be  likely  no  more  good  for 
a  long  time  and  probably  not  at  all; 
but  if  you  give  him  sufficient  training, 
and  harden  him  up,  and  get  him  ready 
for  the  task,  he  could  perform  it  with¬ 
out  undue  hardship.  So,  I  say  it  is  the 
same  way  with  this  tax  burden.  We 
must  meet  the  situation  as  it  is  and 
build  up  to  it  and  save  our  normal  econ¬ 
omy  and  get  it  into  such  situation  that 
we  can  meet  this  obligation. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  5  additional  minutes. 

Mr.  DUNCAN.  I  had  not  expected  to 
talk  about  the  joint  returns.  When  the 
matter  first  came  up  in  the  committee 
I  thought  considerably  about  the  legal 
phases  of  it.  I  used  to  be  a  lawyer,  at 
least  I  was  a  member  of  the  bar  before 
I  came  to  Congress  8  years  ago,  but  since 
I  came  here  I  suppose  I  am  not;  but  I  was 
concerned  about  the  legal  phases  of  it. 
After  studying  it  considerably  and  listen¬ 
ing  to  the  arguments  made  by  the 
lawyers  and  specialists,  I  changed  my 


mind  about  it.  Gentlemen  who  have  dis¬ 
cussed  the  legal  phases  of  community- 
property  States,  for  example,  it  seems  to 
me,  are  missing  the  point.  We  are  not 
attempting  in  any  way  to  interfere  with 
the  property  rights  in  those  States.  We 
are  simply  saying  that  every  dollar  of  in¬ 
come  in  this  country,  so  far  as  the  Fed¬ 
eral  Government  is  concerned,  ought  to 
pay  the  same  obligation.  They  can  dis¬ 
pose  of  their  property  just  as  they  do 
now,  without  any  restrictions  whatso¬ 
ever.  But  when  it  comes  to  a  question 
of  meeting  the  Federal  obligation,  every 
dollar  ought  to  meet  the  same  tax  obli¬ 
gation  that  every  other  dollar  meets. 

A  short  time  ago  I  talked  with  a  very 
good  friend  of  mine.  He  is  a  man  of 
considerable  means.  He  has  made  a 
great  deal  of  money.  He  was  bitterly 
attacking  this  joint  return.  He  spoke 
about  how  many  securities  he  had  trans¬ 
ferred  to  his  wife.  I  asked:  “Why  did 
you  transfer  them  to  her?’’  He  said, 
“For  the  purpose  of  keeping  from  paying 
income  tax  on  them.”  I  said,  “Do  you 
think  that  is  right?”  He  said,  “Yes;  I 
think  it  is  right.  If  I  can  transfer  my 
property  to  my  wife  and  avoid  part  of 
the  tax  obligation  I  think  it  is  fair.”  He 
said,  “I  paid  the  gift  tax  on  that  money.” 
“Yes,”  I  said,  “you  pay  the  gift  tax.  You 
had  $40,000  of  exemptions  on  which  you 
did  not  have  to  pay  the  gift  tax,  and  on 
all  above  that  which  you  gave  her  you 
paid  the  gift  tax,  but  you  only  paid  it 
once.  The  income  tax  recurs  every  year. 
You  are  still  a  young  man.  Your  wealth 
is  increasing  and  that  money  which  you 
transferred  to  your  wife  for  the  purpose 
of  avoiding  the  payment  of  the  income 
tax  in  the  higher  bracket  will  bring  re¬ 
turns  to  you  many,  many  times  over 
the  gift  tax. 

If  that  title  is  stricken  out  of  this  bill 
the  figures  which  I  have  read  you,  the 
income  tax  which  you  are  going  to  pay 
and  which  are  abou  ,  three  times  this  year 
what  you  paid  last  year  on  your  salary, 
will  go  at  least  one-third  higher  than 
that,  and  that  will  be  true  of  every  per¬ 
son  in  the  country  who  is  paying  an  in¬ 
come  tax.  While  that  happens  those 
folks  who  have  not  been  bearing  their 
just  portion  of  the  Federal  obligation 
will  be  getting  away  with  it  just  as  they 
are  now.  In  the  States  of  those  gentle¬ 
men  who  divide  their  congressional  sal¬ 
aries  with  their  wives  and  pay  on  that 
proportion,  they  will  not  be  bearing  the 
same  obligation  that  you  and  I  are  bear¬ 
ing  in  the  States  in  which  we  live.  Gen¬ 
tlemen  who  are  giving  away  their  prop¬ 
erty,  and  they  have  been  dcing  it  by  mil¬ 
lions  of  dollars  in  the  past  few  years, 
will  be  getting  away  with  the  same  thing, 
while  in  my  State,  95.79  percent  of  the 
people  will  be  paying  the  burden  for  the 
4.21  percent  of  those  who  ave  getting 
away  now  with  less  income  tax  than  they 
ought  to  be  paying. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  DUNCAN.  I  yield. 

Mr.  WHITTINGTON.  In  that  con¬ 
nection,  with  respect  to  the  tax  burden, 
is  it  not  also  fair  to  say  that  the  Federal 
income  tax  in  many  cases  does  not 
amount  to  nearly  as  much  as  the  ad 
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valorem  and  other  local  tax  bills,  paid  by 
taxpayers  of  the  United  States?  I  sug¬ 
gest  that  that  matter  ought  to  be  kept 
in  mind  when  we  compare  the  income  tax 
in  the  United  States  with  the  income  tax 
of  Great  Britain  and  other  countries. 

Mr.  DUNCAN.  That  is  definitely  true. 
A  $10,000  income  pays  $4,600  in  England 
and  in  Canada  it  pays  $3,600.  Those  are 
comparable  figures  in  Canada  and  Great 
Britain.  They  have  had  these  same  joint 
returns  in  Great  Britain  for  20  years. 

Mr.  WHITTINGTON.  In  that  con¬ 
nection  does  the  gentleman  have  a  state¬ 
ment  as  to  the  comparative  ad  valorem 
taxes  paid? 

Mr.  DUNCAN.  I  do  not  have  that. 

Mr.  WHITTINGTON.  That  is  what  I 
called  attention  to,  that  in  this  country 
we  pay  an  ad  valorem  tax  and  they  dc  not 
pay  it  in  those  countries.  That  should 
be  kept  in  mind. 

Mr.  DUNCAN.  I  do  not  have  those 
figures. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
Minnesota  [Mr.  Knutson]. 

Mr.  KNUTSON.  Mr.  Chairman,  I 
shall  not  take  the  full  20  minutes  allotted 
to  me  because  the  bill  has  been  very 
thoroughly  covered  in  all  of  its  aspects 
by  preceding  speakers.  Were  I  to  do 
so  it  would  be  merely  repetition. 

This  is  the  fourteenth  tax  bill  that  has 
been  sent  to  us  since  the  New  Deal  took 
over  and  we  are  told  that  from  now  on  we 
may  look  for  a  general  tax  bill  each  year. 
Nearly  all  of  these  tax  measures  were 
made  necessary  by  New  Deal  prodigality 
and  waste.  I  do  not  suppose  that  in  all 
the  history  of  the  world  there  has  been 
such  an  orgy  of  spending  and  collecting 
as  we  have  witnessed  in  the  last  8Y2 
years.  What  I  am  saying  now  is  not 
being  said  in  a  partisan  spirit.  These  are 
facts  that  I  feel  the  American  people 
either  do  not  know  or  are  indifferent  to. 
We  cannot  continue  the  present  rate  of 
spending  indefinitely  without  bankrupt¬ 
ing  the  country.  I  call  attention  to  the 
minority  report,  page  76,  which  contains 
among  other  things  an  appendix  in  which 
contains  the  economy  message  sent  to 
the  Congress  by  Mr.  Roosevelt  on  March 
10,  1933.  I  can  find  no  place  in  the  New 
Deal  program  where  they  ever  attempted 
to  follow  out  the  very  sound  principle  laid 
down  in  that  message  by  the  President 
in  1933. 

This  administration  has  collected  $40,- 
000,000,000  in  revenues  in  the  last  8*4 
years  and  has  spent  $67,000,000,000  in 
the  same  period,  leaving  a  deficit  of  $27,- 
000,000,000.  A  studied  effort  is  being 
made  to  create  the  impression  that  much 
of  this  deficit  is  due  to  our  defense  pro¬ 
gram.  Bear  in  mind  that  to  date  we  have 
spent  only  $5,000,000,000  of  actual  money 
under  the  emergency  defense  program, 
and  it  was  this  emergency  which  I  think 
is  the  forty-second  that  we  have  had  in 
8Y2  years — or  is  it  the  forty-third?  I 
have  sort  of  lost  track.  This  emergency 
was  only  declared  late  in  1939  after  the 
war  broke  out,  and  the  deficit  up  to  that 
time  was  something  like  eighteen  thou¬ 
sand  million  dollars,  as  I  recall.  Mr. 
Chairman,  you  can  readily  see  we  can¬ 
not  continue  along  that  course  if  we  are 


to  remain  solvent.  Mr.  Roosevelt  has 
spent  or  committed  us  to  spend  more 
money  than  all  Presidents  from  Wash¬ 
ington  to  Hoover. 

In  this  connection  I  want  to  compli¬ 
ment  the  majority  members  of  the  Ways 
and  Means  Committee.  Our  distin¬ 
guished  chairman  and  many  of  his  col¬ 
leagues  on  the  Democratic  side  repeatedly 
called  the  attention  of  the  Treasury  offi¬ 
cials  to  the  necessity  for  reducing  ex¬ 
penditures  to  the  lowest  possible  point 
consistent  with  national  defense  and 
efficient  governmental  operations.  I 
merely  mention  this  to  show  that  the 
demand  for  economy  comes  not  from  the 
Republicans  alone,  but  from  old-fash¬ 
ioned  Democrats  as  well.  In  fact,  the  de¬ 
mand  is  universal,  but  we  do  not  seem  to 
be  able  to  get  the  ear  of  tha  White  House. 

I  was  told  this  morning  we  may  soon 
look  for  another  lease-lend  bill  which 
will  again  carry  $7,000,000,000.  I  realize, 
of  course,  that  Comrade  Stalin  must  be 
financed.  It  is  my  information  that 
Comrade  Hopkins  is  now  over  in  Mos¬ 
cow  negotiating  with  the  Russian  Gov¬ 
ernment,  or  should  I  say  the  proletarian 
government  of  Russia,  arranging  the  de¬ 
tails  of  the  loans  we  are  to  make  to  that 
country. 

Mr.  JOHNSON  of  Indiana.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  KNUTSON.  I  yield. 

Mr.  JOHNSON  of  Indiana.  Does  the 
gentleman  know  whether  in  this  next 
lease-lend  bill  additional  money  will  be 
included  to  buy  more  rum  and  more 
champagne  glasses  to  assist  in  fighting 
this  war  for  the  other  side? 

Mr.  KNUTSON.  There  are,  of  course, 
a  lot  of  bubbles  in  this  whole  program. 
Whether  they  come  from  champagne  or 
gas  I  do  not  know. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  KNUTSON.  I  yield. 

Mr.  AUGUST  H.  ANDRESEN.  The 
gentleman  referred  to  loans  to  Russia. 
Would  not  the  gentleman  construe  these 
loans  more  or  less  as  gifts  to  these  so- 
called  allies? 

Mr.  KNUTSON.  Anything  that  gets 
out  of  Uncle  Sam’s  hands  seems  to  sink 
out  of  sight.  I  do  not  recall  any  loans 
that  have  been  paid  back  since  this  emer¬ 
gency  was  declared,  save  the  payments 
by  Finland.  This  is  a  rambling  talk,  but 
I  have  a  number  of  things  on  my  mind 
that  I  wish  to  discuss  with  you. 

Mr.  McLEAN.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  KNUTSON.  I  yield. 

Mr.  McLEAN.  The  gentleman  has 
been  referring  to  the  matter  of  emergen¬ 
cies.  The  gentleman  said  there  had  been 

42  emergencies  in  the  last  8V2  years. 

Mr.  KNUTSON.  I  would  not  be  too 

certain  of  the  exact  number,  it  may  be 

43  or  44. 

Mr.  AUGUST  H.  ANDRESEN.  Fifty- 
seven. 

Mr.  McLEAN.  Would  the  gentleman 
mind  giving  us  a  break-down  of  the  emer¬ 
gency  showing  the  various  times  of  emer¬ 
gencies,  classifying  them  by  kinds? 

Mr.  KNUTSON.  Let  me  suggest  to  the 
gentleman  that  he  wait  until  we  get  57, 
then  we  will  classify  them. 


Mr.  McLEAN.  Classify  them  accord¬ 
ing  to  varieties? 

Mr.  KNUTSON.  Fifty-seven  varieties; 
yes. 

Nearly  all  metals  have  been  put  on 
the  so-called  strategic  or  restricted  list, 
but  it  is  my  information  that  as  our 
manufacturers  and  exporters  are  being 
compelled  to  take  themselves  out  of  the 
foreign  markets  the  vacancies  we  create 
are  being  taken  over  by  the  British. 
Only  the  other  day  I  saw  a  letter  from 
a  Canadian  firm  to  an  American  busi¬ 
nessman  calling  his  attention  to  the  fact 
that  it  was  going  to  be  impossible  for 
American  rubber  manufacturers  to  sup¬ 
ply  his  needs  in  the  future  but  that  they 
would  be  glad  to  do  so.  I  do  not  know 
how  it  comes  that  the  British  can  sup¬ 
ply  the  market  that  we  are  forbidden  to 
take  care  of,  but  it  looks  as  though  they 
have  got  a  pool  not  only  on  rubber  but 
on  aluminum.  I  am  told  one  can  buy 
aluminum  ware  over  in  Britain  now.  I 
understand  that  a  while  ago  the  admin¬ 
istration  took  one  of  the  big  Clippers  off 
the  Pan-American  Airways  and  gave  it 
to  England,  and  England  put  it  into 
service  on  one  of  her  commercial  air 
lines. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  KNUTSON.  I  yield. 

Mr.  AUGUST  H.  ANDRESEN.  I  have 
just  received  a  list  of  goods  that  the 
British  are  offering  for  sale  in  the  United 
States.  It  contains  everything  from 
hardware  to  textiles  which  they  are  ready 
to  sell  here  in  this  country. 

Mr.  KNUTSON.  The  whole  thing  is 
“nutty.” 

Mr.  TREADWAY.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  KNUTSON.  I  yield. 

Mr.  TREADWAY.  Has  the  gentleman 
received  any  information  to  the  effect 
that  steel  which  is  on  the  priority  list 
is  being  shipped  abroad  and  then  sold  to 
South  America  by  Britain?  Has  the 
gentleman  any  information  along  that 
line? 

Mr.  KNUTSON.  Would  the  gentle¬ 
man  mind  repeating  his  question? 

Mr.  TREADWAY.  Has  the  gentleman 
any  information  relative  to  the  idea  that 
has  been  spread  abroad  that  steel  which 
is  on  the  defense  list  for  priority  use, 
practically  unobtainable  by  our  manu¬ 
facturing  industries,  is  being  shipped  to 
England  and  from  there  reshipped  to 
South  America  and  sold  to  our  customers 
in  South  America? 

Mr.  KNUTSON.  My  attention  was 
called  to  a  very  interesting  little  article 
in  the  New  York  Times  yesterday  morn¬ 
ing  which  stated  that  a  British  firm  that 
manufactures,  exports,  and  imports  steel 
window  casings  had  taken  a  lease  on  a 
piece  of  property  over  in  New  York,  which 
would  indicate  to  me  that  this  concern  is 
in  position  to  make  deliveries  right  along 
or  it  would  not  have  leased  this  property. 
It  was  not  a  very  big  piece  of  property, 
as  I  recall,  but  it  would  indicate  to  me 
that  Britain  is  shipping  steel  products 
to  this  country  as  well  as  to  our  former 
customers  abroad. 

Miss  SUMNER  of  Illinois,  Will  the 
gentleman  yield? 
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Mr.  KNUTSON.  I  yield  to  the  gentle¬ 
woman  from  Illinois. 

Miss  SUMNER  of  Illinois.  One  of  my 
clients  is  an  industry  which  has  a  sub¬ 
sidiary  in  England.  They  use  steel  both 
here  and  abroad.  My  client  here  cannot 
get  enough  steel  to  fill  their  current  or¬ 
ders.  They  have  orders  up  until  past 
Christmas  and  they  cannot  fill  them  on 
account  of  the  lack  of  steel,  but  their 
subsidiary  in  England  is  getting  all  the 
steel  they  want.  They  are  informed  that 
2,000,000  tons  of  sheet  steel  were  shipped 
there  under  the  lease-lend  bill,  and  they 
are  filling  all  the  orders,  not  only  in 
England  but  in  South  America  and  other 
foreign  countries,  from  their  English 
subsidiary. 

Mr.  KNUTSON.  We  are  doing  more 
for  Britain  than  we  are  doing  for  our 
own  people.  I  am  not  surprised  to  learn 
what  the  gentlewoman  from  Illinois  has 
just  stated. 

As  a  result  of  this  indefensible,  waste¬ 
ful  spending  program,  Congress  has  had 
to  raise  the  limit  of  the  national  debt 
twice — once  a  year  ago  from  $45,000,- 
000.000  to  $49,000,000,000  and  during  last 
winter  we  had  to  raise  the  limit  of  the 
national  debt  from  $49,000,000,000  to 
$65,000,000,000.  There  are  many  author¬ 
ities  who  say  that  the  national  debt  will 
reach  the  staggering  sum  of  $100,000,- 
000,000  before  the  defense  program  has 
been  completed.  That  it  should  cost  us 
more  to  get  ready  to  fight  than  it  actually 
cost  us  to  conduct  the  war  back  in  1917 
is  a  most  anomalous  situation.  But  we 
should  not  be  surprised  at  that. 

Those  of  you  who  have  been  following 
the  proceedings  of  the  House  closely,  and 
I  know  all  of  you  have,  will  recall  that  our 
colleague  the  gentleman  from  Michigan 
[Mr.  Engel]  conducted  an  investigation 
into  the  building  of  our  Army  canton¬ 
ments.  Now,  the  word  of  the  gentleman 
from  Michigan  is  absolutely  good  and  I 
will  take  anything  he  says  at  100-percent 
par.  He  stated  that  his  investigation 
showed  that  we  have  spent  $800,000,000 
on  camps,  and  submitted  to  the  House 
indisputable  evidence  that  of  that  huge 
sum  $250,000,000  had  been  squandered. 
No  wonder  it  is  costing  us  so  much  to  get 
ready  to  fight  this  next  war  that  we  were 
promised  we  would  be  kept  out  of.  Of 
course,  we  have  not  been  promised  that 
lately.  I  do  not  recall  that  we  have 
been  promised  we  would  be  kept  out  of 
the  war  since  election  day.  Of  course,  we 
are  going  to  get  into  the  war  because 
several  days  ago  Churchill  said  we  are, 
and  they  know  more  about  our  foreign 
policy  over  at  No.  10  Downing  Street 
than  we  do  up  here  on  Capitol  Hill.  That 
is  probably  due  to  the  fact  that  Downing 
Street  has  so  much  to  say  in  formulating 
the  American  foreign  policy.  The  fol¬ 
lowing  day  Anthony  Eden  announced 
that  we  would  help  finance  the  restora¬ 
tion  of  Europe  when  the  war  is  over. 

I  do  not  know  as  I  care  to  take  more 
of  your  time  except  to  say  that  as  tax 
bills  go  this  is  a  pretty  good  bill.  In 
fact,  I  am  so  well  satisfied  with  it  that  I 
voted  for  the  special  rule  yesterday  so 
that  the  House  could  not  emasculate  it. 
We  gave  consideration  to  broadening  the 
base  by  lowering  all  exemptions,  but 
the  Treasury  Department  recommended 


against  it  because  it  would  bring  in  about 
10,000,000  new  returns  but  little  addi¬ 
tional  revenue.  It  costs  50  cents  to  han¬ 
dle  a  return  and  if  we  were  to  add 
10,000,000  returns  to  what  is  now  coming 
in  it  would  mean  an  additional  expendi¬ 
ture  of  $5,000,000  and  the  employment 
of  3,500  or  4,000  deserving  new  dealers. 

I  stated  a  few  minutes  ago  that  this  is 
not  a  bad  bill.  It  is  much  less  severe 
than  it  would  have  been  had  the  Treas¬ 
ury  Department  had  their  way  about  it. 
I  want  to  give  you  some  comparisons. 
Let  us  take  a  married  couple  with  no  de¬ 
pendents,  a  family  with  a  net  income  of 
$3,000.  That  family  pays  $30.80  under 
the  present  lav/.  The  Treasury  proposal 
would  have  taxed  them  $151.80,  but  this 
bill  only  imposes  a  tax  of  $85.80.  On 
$5, COO  net  incomes  the  present  tax  is 
$110;  the  Treasury  would  have  increased 
that  to  $500;  the  committee  fixed  it  at 
$308,  nearly  $200  less  than  the  Treasury 
recommendation.  On  a  $10,000  net  in¬ 
come,  and  this  is  the  item  that  seems  to 
arouse  more  interest  than  any  other,  the 
present  tax  is  $528.  I  am  speaking  now 
of  a  married  man  with  no  dependents; 
the  Treasury  Department  proposed  that 
we  levy  a  tax  of  $1,628;  the  committee 
set  the  amount  at  $1,166,  or  a  saving  of 
nearly  $500.  On  a  $25,000  income  the 
present  law  levies  $3,843.40;  the  Treas¬ 
ury  recommended  that  that  amount  be 
increased  to  $6,824.40;  the  committee  set 
it  at  $6,505.40. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
New  York  [Mr.  Crowther]. 

Mr.  CROWTHER.  Mr.  Chairman,  I 
ask  unanimous  consent  to  read  a  letter 
from  the  Treasury  Department. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
New  York  [Mr.  Crowther]  ? 

There  was  no  objection. 

Mr.  CROWTHER.  Mr.  Chairman,  I  do 
net  intend  in  this  limited  time  to  discuss 
the  tax  bill,  because  it  has  been  very  thor¬ 
oughly  explained  up  to  this  moment,  and, 
undoubtedly,  there  will  be  many  more 
brilliant  and  illuminating  speeches  on 
the  subject  of  taxation  before  this  general 
debate  is  ended.  Some  of  the  moot  ques¬ 
tions  here  will  be  subjected  to  a  very  con¬ 
siderable  discussion  and  dissection.  They 
will  probably  be  put  on  the  dissecting 
table  and  operated  on,  if  I  guess  correctly 
the  temper  of  the  House  at  this  time. 

The  gentleman  from  Minnesota,  who 
preceded  me,  said  that  it  is  not  a  bad  tax 
bill.  Of  course,  there  never  was  a  good 
tax  bill.  There  never  was  a  tax  bill  that 
even  when  the  committee  got  through 
with  it,  either  the  committee  or  the  pub¬ 
lic  were  either  happy  or  satisfied  regard¬ 
ing  its  final  requirements. 

Mr.  KNUTSON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CROWTHER.  I  yield  to  the  gen¬ 
tleman  from  Minnesota. 

Mr.  KNUTSON.  I  think  my  good 
friend  will  admit  that  this  bill  could  have 
been  much  worse. 

Mr.  CROWTHER.  Perhaps  the  gen¬ 
tleman  is  thinking  of  the  man  before  the 
Kentucky  judge  on  a  whisky  charge,  for 
handling  bad  whisky.  The  judge  said  he 
would  not  consider  that  case  at  all,  be¬ 


cause,  in  his  opinion,  there  was  no  bad 
whisky,  some  whisky  was  better  than 
others. 

Mr.  KNUTSON.  It  is  a  much  better 
bill  as  far  as  the  general  taxpayer  is  con¬ 
cerned  than  it  would  have  been  had  we 
followed  the  recommendations  of  either 
the  Treasury  Department  or  Mr.  Eccles. 

Mr.  CROWTHER.  It  does  not  produce 
quite  as  much  money  as  under  the  Treas¬ 
ury  recommendations,  but  it  reached  the 
goal  set  by  the  committee.  I  did  not 
think  it  was  enough.  I  thought  and  ad¬ 
vocated  constantly,  as  the  gentleman  re¬ 
calls,  that  we  ought  to  raise  $5,000,000,000 
in  order  to  make  something  more  than  a 
gesture  toward  the  amortization  of  the 
tremendous  debt  we  were  accumulating. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  CROWTHER.  I  yield  to  the 
gentleman  from  Minnesota. 

Mr.  AUGUST  H.  ANDRESEN.  The 
gentleman  said  there  was  no  good  tax 
bill.  I  recall  three  good  tax  bills  that 
were  passed  in  the  twenties,  bills  that 
were  all  tax  reductions. 

Mr.  CROWTHER.  When  you  give 
people  money  instead  of  taking  it  away 
from  them,  that  alters  their  attitude 
entirely.  The  installation  of  the  Santa 
Claus  motif  has  made  this  administra¬ 
tion  very  popular. 

I  want  to  call  attention,  however,  to 
the  debt  that  is  now  facing  us  and  that 
will  be  constantly  increasing  with  the 
continuation  of  this  defense  program.  I 
hark  back  for  just  a  moment  to  the  days 
of  World  War  No.  1.  At  that  time  our 
national  debt  was  $1,230,000,000.  When 
we  finished  the  World  War  we  owed 
$26,000,000,000. 

I  was  interested  and  wondered  how 
much  that  debt  had  cost  us  during  the 
intervening  period,  in  trying  to  envision 
what  might  happen  to  us  as  a  result  of 
the  probable  $100,000,000,000  debt  that 
is  in  the  offing,  so  I  tried  to  figure  it  out 
myself.  I  tried  to  average  that  debt 
over  a  period  of  23  years,  from  1918  to 
1941,  and  figure  an  average  rate  of  in¬ 
terest.  When  I  got  through  figuring, 
having  covered  a  dozen  or  more  sheets 
of  paper,  the  sum  was  so  large  that  it 
staggered  me.  I  communicated  with  the 
Treasury  to  see  how  nearly  correct  I  was, 
and  I  have  received  this  letter  in  reply: 

My  Dear  Mr.  Crowther:  Further  refer¬ 
ence  is  made  to  your  letter  of  April  14,  1941, 
in  regard  to  the  amount  of  interest  paid  on 
the  national  debt  which  was  incurred  during 
the  first  World  War. 

The  latest  Treasury  estimate  of  the  money 
cost  of  the  World  War  to  the  United  States 
Government  is  that  contained  in  the  Secre¬ 
tary’s  annual  report  for  the  fiscal  year  ended 
June  30,  1934.  At  that  time  the  interest  on 
the  national  debt  incurred  as  a  result  of  the 
Warld  War  was  estimated  at  $12,303,640,982. 

I  could  have  saved  myself  a  great  deal 
of  figuring  and  work  if  I  had  known  that 
that  figure  was  in  the  1934  report. 

Continuing  the  letter: 

For  the  reasons  stated  in  my  letter  of 
April  19,  it  would  be  difficult  at  this  time  to 
make  an  estimate  of  the  interest  cost  attrib¬ 
utable  to  the  World  War  debt.  The  obliga¬ 
tions  originally  issued  by  the  Treasury  in 
financing  the  World  War  have  lost  their  iden¬ 
tity  in  subsequent  refunding  of  the  out¬ 
standing  public  debt,  and,  therefore,  it  would 
be  necessary  to  adept  certain  arbitrary  as- 
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sumptions  in  compiling  the  information  you 
desire.  On  the  theory  that  no  war  debt  has 
been  retired  since  December  1930 — 

That  is  true — 

when  the  post-war  debt  reached  its  low  point 
and  commenced  to  increase,  the  amount  of 
the  public  debt  at  the  present  time  which 
may  be  attributed  to  the  World  War — 

That  is,  out  of  our  present  $50,000,000,- 
000  debt— 

would  be  in  the  neighborhood  of  $15,000,- 
000,000.  The  annual  interest  on  this  amount 
at  2.6  percent,  the  approximate  average  rate 
of  interest  on  the  public  debt  since  1935, 
would  be  about  $390,000,000  a  year,  and  for 
the  6  y2  fiscal  years  to  December  31,  1940, 
would  be  approximately  $2,535,000,000,  which, 
when  added  to  the  $12,303,640,992  mentioned 
above,  would  equal  $14,838,640,992. 

There  is  the  picture.  We  started  the 
last  war  with  a  national  debt  of  $1,230,- 
000,000.  We  finished  it  with  a  debt  of 
$26,000,000,000.  The  Republican  Party 
reduced  that  debt  under  our  administra¬ 
tion  $11,000,000,000  in  11  years,  an  aver¬ 
age  of  $1,000,000,000  a  year.  That  left 
$15,000,000,000.  So  we  started  with  a 
$1,000,000,000  debt  and  finished  with  a 
$26,000,000,000  debt,  paid  off  $11,000,- 
000,000  in  11  years;  $15,000,000,000  of  it 
is  still  attributable  to  the  war  debt  and  is 
part  of  our  present  national  debt,  and  we 
paid  nearly  $15,000,000,000  in  interest 
during  that  period. 

You  can  just  imagine  that  starting 
with  a  $45,000,000,000  debt,  as  we  did  in 
this  war,  and  with  expenditures  in  front 
of  us  that  will  bring  the  national  debt 
to  $100,000,000,000  or  more,  what  the  pic¬ 
ture  of  the  interest  debt  will  be  23  years 
from  today,  in  view  of  what  it  is  23  years 
after  the  signing  of  the  armistice  in 
1918.  I  just  call  this  to  your  attention 
because  the  figures  to  me  are  alarming. 

I  think  perhaps  people  have  lost  sight 
of  the  fact,  when  we  talk  about  the  $3,- 
500,000,000  tax  bill  we  are  considering  at 
this  time,  that  that  is  in  addition  to  the 
$9,500,000,000  that  we  expect  to  get  under 
the  present  law,  so  that  we  are  collecting 
this  coming  year  $13,000,000,000  in  taxes 
from  the  American  people  through  vari¬ 
ous  types  and  kinds  of  taxes,  distributed 
as  equitably  and  as  fairly  as  could  be 
done  in  the  judgment  of  the  committee. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  CROWTHER.  I  yield  to  the  gen¬ 
tleman  from  Kentucky. 

Mr.  ROBSION  of  Kentucky.  I  see  that 
the  gentleman  is  worried  about  this 
debt.  I  entertained  such  worries  as  that 
until  our  President  said  there  was  no 
cause  to  worry;  that  we  owed  it  to  our¬ 
selves. 

Mr.  CROWTHER.  Yes;  I  remember 
that  statement.  Perhaps  it  might  be 
classified  as  a  bit  of  campaign  oratory. 
The  President,  when  asked  about  means 
of  providing  the  money  for  the  first  de¬ 
fense  expenditures,  just  flicked  the  ashes 
from  his  cigarette  and  told  the  press  that 
was  a  mere  detail,  and  that  he  was  going 
to  erase  the  “silly  old  dollar  sign.”  Let 
me  tell  you,  gentlemen,  that  on  the  15th 
of  next  March  Mr.  Morgenthau,  who  does 
not  believe  that,  will  not  erase  the  silly 
old  dollar  sign,  and  he  will  not  take  any 
old  tires  or  any  old  brass  or  any  old 


aluminum  kettles  for  your  taxes.  You 
will  lay  the  money  right  on  the  line  for 
Mr.  Morgenthau — and  how — when  you 
pay  your  income  taxes. 

Mr.  CRAWFORD.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CROWTHER.  I  yield  to  the  gen¬ 
tleman. 

Mr.  CRAWFORD.  I  would  like  to  ask 
the  gentleman  from  New  York  this  ques¬ 
tion,  if  he  will  give  us  the  information: 
Why  did  the  Ways  and  Means  Committee 
in  this  bill  assess  such  low  taxes — and  I 
mean  low — against  excess  profits  of  cor¬ 
porations? 

Mr.  CROWTHER.  We  raised  all  the 
rates  10  points  and  we  adopted  a  new 
method  of  determining  the  excess-profits 
tax  which  considerably  raises  that  total 
figure.  We  must  look  ahead.  In  England 
they  gave  them  a  2 -year  average  busi¬ 
ness  experience  and  above  that  they  take 
every  dollar.  It  may  get  to  the  point 
where  we  may  have  to  take  every  dollar, 
but  right  now  taxation  can  only  be  car¬ 
ried  to  that  point,  as  regards  an  indi  ¬ 
vidual  or  a  corporation,  where  you  are 
going  to  save  them  for  future  activity. 
Excessive  rates  discourage  the  use  of  pri¬ 
vate  capital;  they  destroy  corporate  ac¬ 
tivity,  which  may  result  in  unemploy¬ 
ment.  You  can  only  go  so  far;  and  I 
think  with  $13,000,000,000  to  be  collected 
for  1942,  the  committee  has  increased  the 
general  tax  burden  as  much  as  is  war¬ 
ranted  at  this  time.  We  have  been  ad¬ 
vised  by  the  President  of  the  probable 
necessity  of  a  tax  bill  every  year.  With 
the  gradual  drying  up  of  our  sources  of 
revenue  it  probably  means  a  continuous 
raising  of  rates. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  25  minutes  to  the  gentleman  from 
Tennessee  [Mr.  Cooper]. 

Mr.  COOPER.  Mr.  Chairman,  it  is 
recognized  that  a  very  essential  element 
connected  with  the  national-defense 
program  is  the  necessity  that  the  re¬ 
quired  revenue  be  provided  to  pay  for  it. 
Large  sums  of  money  have  been  appro¬ 
priated  for  national  defense  and  the 
money  must  be  provided  to  pay  the  bill. 
The  people  must  be  called  upon  to  pay 
more  taxes  to  their  Government  to  pro¬ 
vide  this  required  revenue. 

When  the  Secretary  of  the  Treasury 
appeared  before  your  committee  on  April 
24,  1941,  he  stated  that  as  of  that  date 
the  appropriations,  authorizations,  and 
recommendations  for  the  national-de¬ 
fense  program  totaled  $39,000,000,000,  in¬ 
cluding  the  lease-lend  appropriation. 
According  to  the  estimates  of  the  Bureau 
of  the  Budget  as  of  June  1,  1941,  this 
figure  had  increased  to  $43,000,000,000. 
It  is  now  set  at  approximately  $50,000,- 
000,000.  It  will  be  seen  that  since  last 
April  the  scope  of  our  defense  program 
has  increased  by  about  $11,000,000,000. 

The  Secretary  also  stated  that  actual 
expenditures  for  all  Federal  purposes  for 
the  fiscal  year  1942  were  then  expected 
to  be  $19,000,000,000.  It  is  now  expected 
that  the  expenditures  for  this  fiscal  year 
will  be  about  $22,000,000,000. 

Revenue  from  the  present  law  is  esti¬ 
mated  to  yield  about  $9,400,000,000  in  the 
fiscal  year  1942.  The  estimate  of  the 
revenue  to  be  provided  by  the  pending 


bill  is  $3,529,200,000  for  a  full  year  of 
operations  of  the  bill’s  provisions,  or  a 
total  tax  revenue  of  $12,929,200,000,  or 
substantially  $13,000,000,000  when  this 
bill  is  fully  operative. 

Such  a  sum  is  equivalent  to  about  60 
percent  of  the  cost  of  Government,  in¬ 
cluding  national  defense,  estimated  for 
fiscal  year  1942. 

As  was  pointed  out  so  effectively  by 
the  chairman  of  the  committee  on  yes¬ 
terday,  during  the  World  War  period  we 
provided  one-third  of  the  required  reve¬ 
nue  by  taxes  and  borrowed  the  other  two- 
thirds.  Now  the  policy  has  been  reversed, 
and  at  the  time  the  Secretary  appeared 
before  your  committee  it  was  then  rec¬ 
ommended  that  we  provide  sufficient 
money  to  pay  for  two-thirds  of  the  ex¬ 
penses  and  borrow  one-third.  Additional 
requirements  that  have  been  made  since 
then  now  make  the  ratio  stand  at  60  per¬ 
cent  of  tax  revenue  and  40  percent  of 
borrowed  money  to  pay  for  our  national 
expenditures. 

In  recent  years  your  committee  has 
recommended  and  Congress  has  enacted 
several  revenue  laws  designed  and  in¬ 
tended  to  bring  our  expenditures  and  our 
revenue  into  a  closer  degree  of  balance. 
If  it  had  not  been  for  the  enormous 
amounts  required  for  the  national-de¬ 
fense  program,  this  objective  would  have 
been  accomplished,  and  I  invite  your  at¬ 
tention  to  these  figures. 

For  the  fiscal  year  1941  we  had  total 
expenditures  of  $12,710,000,000.  During 
the  fiscal  year  1941  we  had  $6,048,000,000 
for  national  defense,  which  would  leave  a 
difference  of  $6,662,000,000  for  all  other 
purposes  for  the  Federal  Government, 
and  we  received  total  receipts  of  $7,607,- 
000,000.  Thus  it  will  be  seen  that  for  the 
fiscal  year  1942,  except  for  the  enormous 
expenditure  required  for  national  de¬ 
fense,  we  would  have  had  our  Budget 
substantially  in  balance,  or,  perhaps,  a 
little  surplus. 

Much  has  been  said  yesterday  and  to¬ 
day  with  respect  to  tax  relief  and  the  re¬ 
duction  of  expenditures.  I  have  had  oc¬ 
casion  to  remark  here  on  several  occa¬ 
sions  in  the  past,  as  well  as  elsewhere, 
that  the  most  effective  way  to  accom¬ 
plish  real  tax  relief  is  to  more  closely 
watch  the  appropriations  made  by  Con¬ 
gress.  It  is  very  well  for  us  to  have  our 
attention  very  definitely  drawn  to  the 
necessity  of  reducing  expenses  when  we 
are  called  upon  to  consider  the  largest  tax 
bill  in  the  history  of  our  Nation.  I  favor 
economy  as  much  as  anybody  could,  but 
the  important  thing  to  bear  in  mind  is 
that  this  is  not  the  time  to  be  talking 
about  economy  or  saving  money.  The 
time  to  do  that  is  when  these  authoriza¬ 
tion  bills  and  appropriation  bills  come 
before  the  House  for  consideration. 

We  cannot  go  along  as  we  have  in  the 
past  authorizing  vast  expenditures,  and 
then  appropriating  money,  spending 
large  sums,  without  providing  the  reve¬ 
nue  that  is  necessary  to  pay  the  debt. 
So  the  important  thing  to  remember  is 
that  as  these  authorizations  and  appro¬ 
priations  come  along,  then  is  the  time  to 
think  about  tax  relief  and  reducing  Fed¬ 
eral  expenditures.  As  I  have  said  re¬ 
peatedly,  we  should  always  remember 
that  there  is  no  way  by  which  one  dollar 
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can  get  into  the  Federal  Treasury  or  one 
dollar  can  get  out  of  the  Federal  Treas¬ 
ury  except  by  the  action  of  Congress. 
We  hear  some  criticism  of  the  executive 
branch  of  the  Government,  but  after  all, 
under  our  system  of  government,  the 
responsibility  rests  right  here  with  the 
Congress.  So  we  may  well  pay  closer  at¬ 
tention  in  the  future  to  authorizations 
and  appropriations,  realizing  that  that  is 
where  the  money  is  to  be  saved,  if  it  is 
to  be  saved. 

The  responsibility  of  initiating  tax 
legislation  rests  with  your  Committee  on 
Ways  and  Means.  After  3  months  of 
very  strenuous  effort,  last  Friday  the 
Ways  and  Means  Committee  reported 
the  pending  bill,  which  is  the  revenue 
bill  of  1941.  Estimates  of  the  revenue 
involved,  as  we  have  frequently  heard  it 
stated,  are  that  this  bill  will  produce 
three  and  a  half  billion  dollars  of  addi¬ 
tional  revenue  for  the  Federal  Govern¬ 
ment.  Of  that  amount  $2,475,000,000 
will  come  from  corporations  and  indi¬ 
vidual  income-tax  payers;  $152,000,000 
from  estate  and  gift  taxes;  and  about 
$900,000,000  from  additional  excise  taxes. 

It  is  my  purpose  to  very  briefly  dis¬ 
cuss  some  of  the  provisions  of  the  pend¬ 
ing  bill.  The  new  corporation  and 
individual  income  taxes  are  effective  un¬ 
der  this  measure  from  January  1  of  this 
year.  The  10-percent  defense  tax  is 
made  permanent.  Personal  exemptions 
of  $800  for  a  single  person  and  $2,000 
for  married  people  are  continued.  We 
have  had  considerable  discussion  of  the 
question  of  lowering  exemptions  and 
broadening  the  base.  It  is  interesting 
to  look  into  that  subject,  as  your  com¬ 
mittee  has  endeavored  to  do.  We  see 
many  suggestions  in  the  press  and  hear 
of  them  elsewhere  about  broadening  the 
base  and  lowering  the  exemptions.  I 
would  not  especially  object  to  some  low¬ 
ering  of  exemptions,  but  your  committee 
in  its  wisdom  felt  that  the  exemptions 
should  not  be  lowered  further  at  this 
time.  Let  us  remember  that  last  year 
we  reduced  the  exemption  for  a  single 
person  from  $1,000  to  $800  and  for  a 
married  person  from  $2,500  to  $2,000,  so 
that  now  we  have  the  lowest  exemptions 
that  we  have  ever  had  since  our  income- 
tax  system  began  in  1913.  The  $2,000 
for  married  people  is  as  low  now  as  it 
has  ever  been,  and  the  $800  exemption 
for  single  people  is  lower  than  it  has  ever 
been  before. 

Mr.  VORYS  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  COOPER.  Yes. 

Mr.  VORYS  of  Ohio.  I  received  today 
suggestions  that  the  exemptions  be  taken 
out  of  the  lowest  brackets  rather  than 
out  of  the  highest  brackets  as  being  the 
fairest  way  to  make  the  exemptions 
amount  to  the  same  for  each  taxpayer. 
I  wondered  whether  the  committee  had 
considered  that  method  of  equalizing  the 
exemptions  and  of  course  raising  more 
revenue. 

Mr.  COOPER.  I  think  I  may  accu¬ 
rately  state  to  the  gentleman  that  your 
committee  considered  every  phase  of  this 
question.  Let  us  bear  in  mind  in  the 
beginning  that  the  exemptions  have  al¬ 
ways  been  considered  what  it  is  thought 
to  be  necessary  for  people  to  secure  at 


least  the  bare  necessities  of  life.  People 
should  have  some  amount  that  is  exempt 
from  Federal  taxation.  Exemptions 
have  varied  from  time  to  time  under  dif¬ 
ferent  measures  and  have  been  fixed  at 
different  amounts.  The  present  exemp¬ 
tions  mean  about  $15  per  week  for  a  sin¬ 
gle  person  and  $38  per  week  for  a  mar¬ 
ried  person.  I  call  attention  to  this  very 
significant  fact  with  respect  to  exemp¬ 
tions,  and  it  is  something  that  does  not 
seem  to  be  generally  taken  into  consid¬ 
eration.  The  real  effect  of  lowering  the 
exemptions  is  simply  to  take  that  much 
money  off  of  the  bottom  and  put  it  on 
the  top.  Last  year  we  lowered  the  ex¬ 
emptions  for  married  people  from  $2,500 
to  $2,000.  What  was  the  effect  of  that? 
It  simply  meant  that  the  $500  by  which 
the  exemption  was  reduced  was  added  on 
the  top  of  your  other  sources  of  income 
on  your  income-tax  return,  and  was, 
therefore,  taxed  at  the  highest  rate  of 
tax  which  you  pay  on  any  source  of 
income.  That  is  the  effect  of  it,  and 
there  is  no  way  to  avoid  that  that  we 
have  been  able  to  figure  out.  Of  course, 
some  people  seem  to  think  that  we  should 
be  getting  more  money  from  these  peo¬ 
ple  in  the  lower  brackets,  but  whenever 
you  reduce  exemptions,  as  has  been  sug¬ 
gested,  the  effect  is  to  simply  take  that 
much  off  of  the  bottom  and  put  it  on  the 
top.  You  do  get  more  revenue,  but  you 
get  it  from  the  people  who  are  already 
paying  the  taxes,  and  from  whom  we  are 
already  receiving  the  bulk  of  revenue 
that  the  Government  gets  and  from 
whom  we  can,  by  raising  the  tax  rates, 
get  the  same  revenue  effect  as  would' be 
accomplished  by  lowering  exemptions. 
This  is  the  procedure  followed  in  this 
bill  for  getting  the  extra  revenue  from 
the  individual  income  tax.  Furthermore, 
by  making  the  first  dollar  of  surtax  net 
income  subject  to  surtax  we  have  accom¬ 
plished  the  same  purpose  as  lowering  the 
exemptions  in  adding  large  numbers  of 
new  taxpayers  to  the  rolls. 

Mr.  KRAMER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COOPER.  Yes. 

Mr.  KRAMER.  What  explanation 
can  the  gentleman  give  with  reference  to 
the  tax  proposed  on  billboards  as  against 
magazine  and  other  advertising? 

Mr.  COOPER.  I  hope  the  gentleman 
will  withhold  that  question.  I  am  talking 
about  individual  income  taxes. 

Mr.  KRAMER.  I  thought  the  gentle¬ 
man  was  trying  to  recover  revenue. 

Mr.  COOPER.  I  appreciate  the  gen¬ 
tleman’s  question,  but  I  hope  that  he  will 
withhold  it  until  I  get  to  that  subject. 

Mr.  VORYS  of  Ohio.  Will  the  gen¬ 
tleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  VORYS  of  Ohio.  We  ha,_e  heard 
some  discussion  of  the  possibility  of  leav¬ 
ing  exemptions  as  they  are,  but  of  having 
an  arbitrary  tax  on  those  who  are  below 
that  exemption. 

Mr.  COOPER.  I  get  your  point.  Your 
committee  considered  that  very  care¬ 
fully.  What  does  that  mean?  That 
means  that  you  will  have  two  schedules 
of  income-tax  rates.  You  will  have  a 
schedule  of  rates  from  your  present  ex¬ 
emptions  on  up.  Then  you  will  have 
another  schedule  of  rates  from  the  bot¬ 


tom  up  to  the  limit  of  your  present  sched¬ 
ule.  Now,  suppose  some  person  ir.  the 
highest  bracket  of  the  new  schedule  has 
$1  of  additional  revenue,  then  you  bring 
him  into  the  other  schedule  of  income- 
tax  rates.  There  just  has  not  been  any 
way  devised  so  far  to  work  it  out  so  that 
you  can  accomplish  that  purpose. 

Some  suggestion  was  made  that  a  levy 
of  $5  or  $10  be  made  on  everybody.  That 
simply  amounts  to  a  Federal  poll  tax. 
That  is  what  that  is.  Certainly  that  is 
not  embraced  within  the  authority  of 
the  sixteenth  amendment,  which  au¬ 
thorizes  the  Congress  to  lay  and  collect 
taxes  on  income  from  whatever  source 
derived. 

That  will  give  some  indication  of  the 
extreme  difficulties  involved.  So  that 
your  committee  thought  the  only  way  it 
could  be  considered  would  be  to  lower  the 
exemptions  and  broaden  the  base,  which 
as  I  say  simply  amounts  to  that  much 
being  taken  off  of  the  bottom  and  placed 
on  the  top  of  people  already  paying  sub¬ 
stantial  income  taxes. 

Another  thing  in  that  connection,  last 
year  when  we  lowered  the  exemptions, 
as  I  have  previously  indicated,  and 
changed  the  requirement  for  filing  re¬ 
turns,  it  resulted  in  nearly  8,000,000 
more  tax  returns  being  filed  than  were 
received  in  the  previous  year,  but  of  that 
number  about  6,000,000  did  not  pay  any 
tax.  About  2,000,000  of  the  newly  filed 
returns  paid  small  amounts,  varying 
from  a  few  cents  to  a  few  dollars.  It  has 
been  estimated  that  we  received  about 
$16,500,000  additional  revenue  from 
newly  filed  returns  and  that  it  cost  us 
about  $8,000,000  to  collect  it.  We  wound 
up  with  about  $8,500,000  net  revenue 
from  these  newly  filed  returns. 

Some  have  suggested  that  it  would  be 
desirable  to  have  those  people  included 
in  the  lower  brackets,  to  make  them  tax 
conscious,  so  that  they  would  have  to  file 
an  income-tax  return,  and  it  might  have 
some  effect  on  demands  for  expenditures. 
But,  after  all,  what  we  are  considering 
here  is  a  revenue  bill  to  provide  revenue 
for  the  Government.  If  you  adopt  a 
method  whereby  a  great  many  additional 
income-tax  returns  will  have  to  be  filed 
and  yet  wind  up  getting  only  a  small  ad¬ 
ditional  amount  of  revenue  from  newly 
filed  returns,  certainly  you  cannot  say 
that  that  is  for  the  purpose  of  raising  rev¬ 
enue  when  substantially  the  same  rev* 
enue  effect  can  be  accomplished  by  ad¬ 
justing  the  tax  rates. 

Mr.  CASEY  of  Massachusetts.  Mr 
Chairman,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  CASEY  of  Massachusetts.  I  think 
when  the  committee  lowered  the  base  to 
$800  they  went  about  as  far  as  they  pos¬ 
sibly  could,  but  I  am  interested  in  know¬ 
ing  how  you  arrived  at  the  figure  of  $800. 
Did  you  take  into  consideration  that 
figure  as  being  the  lowest  amount  upon 
which  an  individual  could  subsist,  that 
is,  pay  rent,  clothing,  and  the  necessities 
of  life? 

Mr.  COOPER.  Not  necessarily.  Of 
course  the  House  bill  last  year  had  one 
figure  and  the  Senate  bill  had  another 
figure,  and  in  conference  this  was  the 
amount  agreed  upon.  As  frequently  hap¬ 
pens,  it  was  a  matter  of  compromise. 
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With  the  increasing  cost  of  living  that  is 
apparent  on  every  hand,  your  committee 
felt  that  for  the  present  at  least  these 
exemptions  should  be  left  as  they  are. 

Miss  SUMNER  of  Illinois.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
woman  from  Illinois. 

Miss  SUMNER  of  Illinois.  I  have  had 
complaints  from  taxpayers  who  have  been 
paying  income  taxes,  that  the  enforce¬ 
ment  has  not  been  well  done.  They  say 
that  the  enforcers  go  out  to  a  man  mak¬ 
ing  from  $7,000  up,  and  they  go  around 
to  their  offices  every  year  and  go  into 
their  books  thoroughly,  but  below  that 
bracket,  around  $5,000,  there  are  any 
number  of  people  who  are  not  paying  the 
amount  of  tax  they  should  pay.  They 
are  cheating  on  their  income  tax.  It  is 
well  known  that  if  one  or  two  cases  were 
brought  to  court  and  a  penalty  put  on, 
many  of  those  people  would  be  paying 
taxes  who  are  not  paying  today. 

Mr.  COOPER.  That  is  a  very  fine 
contribution  the  gentlewoman  from  Illi¬ 
nois  has  made.  Your  committee  looked 
into  that  feature  of  it.  As  I  recall  now, 
they  told  us  it  required  3,800  additional 
revenue  agents  to  police  or  take  care  of 
the  situation  created  by  reason  of  the 
lowering  of  the  exemption  last  year- 

Miss  SUMNER  of  Illinois.  Will  the 
gentleman  yield  further  on  that? 

Mr.  COOPER.  Yes;  I  yield. 

Miss  SUMNER  of  Illinois.  If  I  may 
comment,  from  my  personal  experience 
as  a  lawyer  handling  tax  work,  I  have 
known  one  agent  sit  around  my  office  hour 
after  hour,  and  he  has  even  asked  me 
off  the  bench,  when  with  a  little  head 
work  he  could  have  handled  the  matter 
and  got  on  to  other  work. 

Mr.  COOPER.  I  have  no  doubt  some 
instances  of  that  kind  may  occur,  but 
certainly  your  Committee  on  Ways  and 
Means  cannot  watch  every  one  of  these 
internal-revenue  agents  throughout  the 
country. 

Miss  SUMNER  of  Illinois.  I  knew  you 
were  very  close  to  the  Treasury  and  that 
is  why  I  mentioned  the  matter. 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Kansas. 

Mr.  CARLSON.  The  gentleman  from 
Tennessee  mentioned  8,000,000  new  re¬ 
turns  that  were  received  and  I  believe  he 
said  we  received  2,000,000  new  taxes.  If 
I  might  quote  from  a  statement  by  Secre¬ 
tary  Sullivan  in  a  report  to  the  commit¬ 
tee.  He  said: 

As  a  result  of  the  act  approximately  8,200,- 
000  new  returns  will  be  filed  in  1941  and  there 
will  be  nearly  4,000,000  new  taxpayers. 

Mr.  COOPER.  My  recollection  was 
that  the  item  of  nearly  4,000,000  new 
taxpayers  referred  to  by  Mr.  Sullivan  in¬ 
cluded  not  only  the  newly  filed  returns 
but  also  returns  which  would  have  been 
filed  but  which  would  have  been  non- 
taxable  if  the  exemptions  had  not  been 
lowered,  but  I  do  recall  that  the  estimate 
was  given  us  that  they  received  about 
$16,500,000  additional  revenue  from  new¬ 
ly  filed  returns,  and  it  took  about  $8,000,- 
000  to  collect  it. 

Mr.  WILLIAM  T.  PHEIFFER.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield. 


Mr.  WILLIAM  T.  PHEIFFER.  I  real¬ 
ize  that  the  problems  attendant  on  trying 
to  tap  new  tax  resources  in  the  country 
are  enormous.  No  doubt  it  was  a  Gar¬ 
gantuan  task.  I  am  wondering  if  we 
are  not  going  to  have  to  come  eventually 
to  meet  the  problem  as  suggested  by  the 
Treasury  by  starting  in  on  the  plan 
which  has  been  estimated  to  yield  $31,- 
000,000  on  a  hypothetical  national  in¬ 
come  of  $80,000,000,000?  By  so  doing 
we  would  be  making  at  least  a  start  on 
trying  to  do  something  we  are  going  to 
have  to  adopt  eventually  into  our  tax 
system. 

Mr.  COOPER.  I  may  say  to  the  gen¬ 
tleman  from  New  York  I  have  no  doubt 
that  eventually  we  are  going  to  have  to 
lower  the  exemptions  still  further.  I 
think  we  shall  probably  come  to  that. 
We  shall  probably  have  to  come  to  many 
other  things  that  we  do  not  think  it  nec¬ 
essary  to  come  to  just  at  this  time.  We 
are  raising  $3,500,000,000  of  revenue  in 
this  bill  which  was  estimated  by  the  re¬ 
sponsible  officials  of  the  Government  as 
being  necessary.  As  to  what  we  may 
have  to  do  in  the  future  I  cannot  foresee, 
and  prefer  to  wait  until  we  reach  that 
point  before  speculating  too  much  about 
it. 

The  committee  felt  that  the  exemptions 
fixed  in  the  act  of  last  year  should  be 
continued.  With  respect  to  indiivdual 
income  taxes  under  the  provisions  of  this 
bill  the  normal  tax  rate  of  4  percent  is 
continued.  The  10-percent  defense  tax 
is  continued.  The  surtax  rates  are  in¬ 
creased  substantially,  beginning  at  5  per¬ 
cent  on  the  first  $2,000  and  graduated  up, 
and  applying  to  the  first  dollar  of  net 
income. 

The  present  normal  corporation  tax 
rates  are  continued — that  is,  corpora¬ 
tions,  with  $25,000  or  less  net  income,  pay 
on  the  schedule  of  rates  now  in  existing 
law.  On  the  first  $5,000  the  rate  is  14.85 
percent;  on  the  next  $15,000  the  rate  is 
16.5;  on  the  next  $5,000  the  rate  is  18.7. 
Over  $25,000  the  rate  is  24  percent;  and 
these  percentages  I  have  given  you  in¬ 
clude  the  defense  tax. 

The  new  bill  imposes  upon  corpora¬ 
tions  a  surtax  of  5  percent  on  the  first 
$25,000  of  surtax  net  income,  and  6  per¬ 
cent  on  the  balance. 

The  surtax  is  employed  as  the  only 
means  of  reaching  income  from  a  large 
volume  of  partially  tax-exempt  Federal 
securities  now  held  by  corporations. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  10  additional  minutes  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  COOPER.  I  thank  the  gentleman 
from  North  Carolina. 

The  surtax  method  is  also  used  with 
respect  to  individual  income  taxpayers 
for  the  same  reason,  because  that  is  the 
only  way  you  can  reach  the  income  from 
this  large  volume  of  partially  tax-exempt 
Federal  securities  now  outstanding. 

Mr.  COCHRAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  COCHRAN.  In  arriving  at  the 
amount  this  bill  will  raise,  does  the  gen¬ 
tleman  base  it  upon  the  amount  that  was 
paid  last  year,  or  is  the  gentleman  an¬ 
ticipating  the  income  of  individuals  for 
the  present  calendar  year? 


Mr.  COOPER.  The  estimates  on  the 
yield  of  the  bill  were  provided  by  the 
Treasury  Department  and  are  based  upon 
the  tax  bases  used  in  preparing  the  latest 
official  Budget  estimates  for  the  revenues 
of  the  Federal  Government  in  the  cur¬ 
rent  year.  As  is  stated  in  the  table  of 
estimates  on  page  3  of  your  committee 
report  on  the  bill: 

The  estimates  for  corporation  and  indi¬ 
vidual  income  taxes  and  the  gift  tax  are  based 
on  income  levels  estimated  for  calendar  year 
1941;  all  other  estimates  are  based  on  income 
levels  estimated  for  fiscal  year  1942. 

Mr.  COCHRAN.  If  the  gentleman  will 
yield  further,  the  Committee  on  Ways 
and  Means  has  automatically  increased 
the  net  income  of  millions  of  our  citizens 
by  providing  that  for  surtax  purposes 
only,  as  I  understand  it,  the  committee  is 
requiring  the  individual  to  include  in  his 
income,  as  income,  interest  upon  tax- 
exempt  Government  bonds,  although  the 
committee  cannot  apply  the  normal  tax 
rates  against  the  income  from  such  se¬ 
curities.  Am  I  correct? 

Mr.  COOPER.  For  surtax  purposes. 
The  gentleman  is  correct. 

Mr.  COCHRAN.  And  in  that  way  we 
are  getting  at  these  people  who  have  had 
their  money  invested  solely  in  Govern¬ 
ment  securities — some,  of  course,  for  the 
purpose  of  escaping  taxes. 

Mr.  COOPER.  The  committee  has 
gone  just  as  far  as  it  could  go  in  this  bill 
in  reaching  that  situation. 

Mr.  ALLEN  of  Illinois.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  ALLEN  of  Illinois.  Referring  to 
the  retail  excise  taxes  on  jewelry  and 
cosmetics - 

Mr.  COOPER.  I  hope  the  gentleman 
will  withhold  that  for  the  moment  until 
I  finish  with  the  income-tax  phase  of 
the  discussion. 

Mr.  ALLEN  of  Illinois.  But  the  gen¬ 
tleman’s  time  is  about  to  expire. 

Mr.  COOPER.  I  hope  the  gentleman 
will  let  me  proceed  for  a  moment. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  WHITTINGTON.  If  I  under¬ 
stand  the  report  of  the  committee,  if  the 
provision  requiring  joint  returns  by  hus¬ 
band  and  wife  is  eliminated  from  this 
bill  it  is  the  view  of  the  committee  that 
it  would  be  necessary  to  levy  taxes  of 
approximately  an  additional  100  percent 
on  those  whose  income  lies  between 
$2,500  and  $4,000,  and  by  about  33  Mj  per¬ 
cent  on  those  from  $5,000  to  $12,000. 

Mr.  COOPER.  Something  like  that 
might  be  necessary.  In  other  words,  it 
is  estimated  that  the  provision  requiring 
mandatory  joint  returns  for  husband 
and  wife  living  together  will  produce 
about  $300,000,000  additional  revenue. 
If  this  is  eliminated  obviously  the  rate 
must  be  increased  in  the  brackets  all  the 
way  up  to  supply  the  loss  of  revenue. 

Mr.  WHITTINGTON.  But  the  fact 
remains,  as  stated  on  page  17  of  the  re¬ 
port,  that  the  principal  increase  will  be  in 
the  lower  brackets. 

Mr.  COOPER.  Undoubtedly  that 
would  probably  result  on  a  percentage  of 
increase  basis.  Now  I  should  like  to 
proceed  with  my  discussion. 
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Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  am  sorry,  I  cannot 
37ield  right  now. 

The  new  tax  bill  imposes  upon  corpo¬ 
rations  a  surtax,  as  I  said,  of  5  percent 
on  the  first  $25,000  of  surtax  net  income 
and  6  percent  on  the  balance.  For  the 
excess-profits  tax  which  applies  only  to 
corporations  the  present  optional 
method  of  average  earnings  or  invested 
capital  is  continued.  I  say  very  frankly 
that  personally  I  favored  a  much  more 
effective  excess  profits  than  is  provided. 
I  felt  very  strongly  that  with  this  enor¬ 
mous  amount  of  money  now  being  spent 
by  the  Federal  Government  and  the  evi¬ 
dence  on  every  hand  being  apparent  that 
everybody  is  going  to  be  making  more 
money  during  this  period,  and  corpora¬ 
tions  are  going  to  have  greatly  increased 
income  by  reason  of  the  Federal  Govern¬ 
ment  spending  this  forty  or  fifty  bil¬ 
lion  dollars,  now  is  the  proper  time  to 
get  more  revenue  into  the  Treasury 
through  the  application  of  an  excess- 
profits  tax  law.  I  favored  this,  but  the 
majority  of  the  committee  in  their  wis¬ 
dom  felt  that  the  present  optional 
method  should  be  continued.  Of  course, 
I  only  had  1  vote  out  of  25.  In  that  con¬ 
nection  I  would  like  to  say  that  the  Pres¬ 
ident  and  the  Treasury  Department 
made  such  a  suggestion. 

We  had  other  suggestions  presented 
to  us,  and  I  would  especially  like  to  in¬ 
vite  attention  to  the  recommendation  of 
the  American  Farm  Bureau  Federation 
on  this  particular  point,  which  appears  in 
the  statement  of  Mr.  Ed.  O’Neal,  presi¬ 
dent  of  that  organization,  at  the  hearing. 
This  is  the  resolution  adopted  at  the  Bal¬ 
timore  convention  of  the  American  Farm 
Bureau  Federation  in  December  1940, 
with  respect  to  Federal  taxation: 

The  national-defense  program  is  placing 
new  and  greatly  increased  burdens  upon  the 
Federal  Budget  In  affirmation  of  the  poli¬ 
cies  set  forward  by  the  board  of  directors, 
we  support  higher  taxes  to  meet  a  proper 
share  of  this  added  expenditure.  We  will 
oppose  efforts  to  raise  this  revenue  from  ex¬ 
cise  or  consumption  taxes.  The  corporate- 
and  personal-income  tax  must  be  the  main 
sources  of  revenue  and  the  excess-profits  tax 
should  be  tightened  and  maximum  rates  of 
profit  established  above  which  all  revenue 
will  be  considered  an  excess  profit  and  be 
taxable  as  such.  Only  by  such  tax  policies 
can  profiteering  be  forestalled  and  the  de¬ 
fense  program  financed  on  the  basis  of  ability 
to  pay. 

Mr.  CRAWFORD.  Will  the  gentleman 
yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  CRAWFORD.  Would  it  be  in  or¬ 
der  to  go  so  far  as  to  indicate  to  industry 
at  this  time  that  there  is  a  likelihood 
of  additional  excess-profits  taxes  being 
assessed  at  some  subsequent  date  prior 
to  December  31,  1941,  and  retroactive  to 
January  1,  1941?  Would  the  gentleman 
go  that  far  at  this  time? 

Mr.  COOPER.  I  am  not  prepared  to 
state  definitely  just  now  what  we  should 
do  in  the  future.  I  stated  very  frankly 
that  I  favored  it  now. 

Mr.  CRAWFORD.  I  agree  with  the 
gentleman  100  percent  on  that.  I  think 
we  should  have  made  it  retroactive. 


Mr.  COOPER.  When  we  have  this 
large  number  of  corporations  in  this 
country  that  go  along  making  30,  40,  50, 
some  of  them  as  high  as  100  percent, 

I  think  that  is  the  fairest  place  for  us 
to  approach  for  additional  revenue  dur¬ 
ing  this  great  period  of  national  emer¬ 
gency. 

Mr.  CRAWFORD.  The  gentleman 
wculd  say  it  would  not  only  be  fair  but 
if  the  units  of  industry  find  themselves 
in  that  position  from  a  managerial  stand¬ 
point,  it  will  keep  those  particular  in¬ 
dustries  out  of  bogholes  later  on? 

Mr.  COOPER.  It  comes  back  to  the 
old  question  of  trying  to  pay  our  debts 
while  we  are  making  money  and  while 
we  have  the  income,  or  postponing  the 
day  until  our  income  falls  off  and  we 
find  ourselves  in  more  difficult  times.  It 
is  like  the  old  saying,  some  people  think 
they  ought  to  make  debts  in  good  times 
and  pay  them  in  hard  times. 

Mr.  VOORHIS  of  California.  Will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  VOORHIS  of  California.  I  think 
the  gentleman  knows  that  I  thoroughly 
agree  with  what  he  says  about  the  ex¬ 
cess-profits  tax  proposition.  There  is 
another  argument  that  is  possible, 
namely,  the  disparity  between  certain 
small  business  and  some  of  those  getting 
the  defense  work. 

Mr.  COOPER.  That  is  true. 

Mr.  VOORHIS  of  California.  May  I 
ask  the  question.  Why  would  it  not  be 
possible,  even  though  we  could  not  reach 
beyond  the  average  earning  method  of 
computing  excess-profits  taxes,  to  im¬ 
pose  a  ceiling  on  the  percentage  or  capi¬ 
tal  plan? 

[Here  the  gavel  fell.] 

Mr.  DOUGPITON.  Mr.  Chairman,  I 
yield  the  gentleman  5  additional  min¬ 
utes. 

Mr.  COOPER.  Of  course,  that  could 
be  done.  Under  the  average-earnings 
plan  you  are  allowed  95  percent  of  what 
was  made  during  the  base  period  from 
1936  to  1939.  Under  the  invested-capital 
method  you  are  allowed  8  percent  on  the 
first  $5,000,000  of  invested  capital  and  7 
percent  on  the  remainder.  Any  varia¬ 
tion  of  those  figures  could  be  made  that 
Congress  would  think  proper. 

Mr.  VOORHIS  of  California.  Is  not 
the  great  loophole  the  fact  there  are  cer¬ 
tain  corporations  fortunately  situated 
for  some  reason  whose  earnings  in  the 
base  period  were  very  substantial  and  by 
using  the  average-earnings  plan  does  not 
become  effective  until  their  earnings 
become  very  substantial  indeed? 

Mr.  COOPER.  That  is  very  true. 
The  present  excess-profits  tax  rates  are 
increased  by  10  percentage  points  in  each 
bracket,  so  that  instead  of  ranging  from 
25  to  50  percent,  as  is  true  of  the  present 
law,  they  will  range  from  35  to  60  percent. 

There  is  also  an  important  change  in 
the  computation  of  excess-profits  taxes. 
Under  the  present  law  you  deduct  the 
normal  corporation  tax  before  you  deter¬ 
mine  the  amount  of  income  subject  to 
the  excess-profits  tax.  This  is  changed 
so  that  you  compute  the  excess-profits 
tax  before  the  deduction  for  the  normal 
tax.  So  that  you  apply  the  higher  tax  I 


to  the  higher  or  greater  amount.  For 
example,  a  corporation  determines  the 
amount  of  its  net  income;  then  from 
that  you  subtract  the  excess-profits  tax 
credit,  either  arrived  at  by  the  average¬ 
earning  plan  or  the  invested-capital  plan. 
Of  course,  for  the  average-earning  plan, 
it  is  95  percent  of  the  amount  during  the 
base  period  from  1936  to  1939,  inclusive. 

Under  the  invested-capital  plan  it  is 
8  percent  of  the  first  $5,000,000  of  in¬ 
vested  capital  and  7  percent  on  the  re¬ 
mainder.  Whichever  method  a  corpo¬ 
ration  desires  to  use  to  figure  its  excess- 
profits  credit,  the  amount  arrived  at  is 
taken  off  the  corporation  net  income. 
Then  you  apply  the  $5,000  specific 
exemption  that  is  given  to  all  corpora¬ 
tions.  Then  on  the  balance  you  figure 
the  excess-profits  tax  according  to  these 
rates  I  have  given  you.  Then  on  the 
balance  you  figure  the  corporation’s  nor¬ 
mal  tax  and  surtax.  Of  course,  the  sum 
of  those  items  determines  the  amount 
that  the  corporation  is  to  pay. 

On  the  estate  and  gift  taxes,  the  pres¬ 
ent  exemptions  of  $40,000  are  continued. 
The  rates  are  increased  so  as  to  provide 
$152,000,000  of  additional  revenue. 

With  respect  to  excise  taxes,  the  rates 
on  certain  existing  excise  taxes  are  in¬ 
creased  and  certain  new  excise  taxes  are 
imposed,  so  as  to  provide  $900,000,000 
additional  revenue. 

May  I  point  out  this,  which  I  believe 
to  be  important,  that  with  the  new  excise 
taxes  that  are  provided  in  this  bill  the 
ratio  of  revenue  provided  from  excise 
taxes  will  not  be  as  great  in  the  future  as 
it  is  at  the  present;  in  other  words,  you 
are  now  receiving  a  greater  ratio  of 
revenue  from  excise  taxes  with  relation 
to  other  taxes  than  you  will  be  receiv¬ 
ing  after  the  enactment  of  this  bill. 

Although  this  bill  provides  $900,000,000 
additional  revenue  from  excise  taxes,  it 
will  be  remembered  that  we  are  provid¬ 
ing  $2,475,000,000  additional  revenue 
from  corporation  and  individual  income 
taxes  and  $152,000,000  additional  revenue 
from  estate  and  gift  taxes. 

With  respect  to  individual  income  tax¬ 
payers,  the  new  taxes  mean  that  people 
with  a  net  income  up  to  about  $15,000  a 
year  will  have  to  pay  double  or  more  the 
amount  of  taxes  they  are  paying  now. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  additional  minutes  to  the  gentle¬ 
man  from  Tennessee. 

Mr.  COOPER.  People  with  net  in¬ 
come  up  to  $50,000  a  year  will  pay  about 
40  percent  more.  People  with  a  net  in¬ 
come  up  to  $100,000  a  year  will  pay  about 
23  percent  more. 

Mr.  ALLEN  of  Illinois.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Illinois. 

Mr.  ALLEN  of  Illinois.  The  gentle¬ 
man  a  few  moments  ago  said  that  when 
we  lowered  the  base,  although  we  re¬ 
ceived  but  $12,000,000  extra  it  cost  $8,- 
000,000  to  collect  the  tax. 

Mr.  COOPER.  That  is  my  recollec¬ 
tion  of  the  figures  given  by  the  Treasury 
Department. 

Mr.  ALLEN  of  Illinois.  The  gentle¬ 
man  also  stated  that  it  took  about  3,900 
investigators  to  collect  the  tax. 
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Referring  to  the  retailers’  excise  taxes 
on  jewelry  and  cosmetics,  where  a  retail 
tax  of  10  percent  has  been  imposed,  that 
naturally  would  require  many  more  in¬ 
vestigators  than  if  you  imposed  a  manu¬ 
facturers’  and  importers’  tax. 

For  the  gentleman’s  information,  I 
have  received  many  calls  from  Chicago 
from  reliable  jewelry  manufacturers  and 
retailers.  They  believe  that  of  the  250,- 
000  fly-by-night  jewelry  and  cosmetic 
concerns  which  will  have  to  pay  a  re¬ 
tailer’s  tax,  there  will  be  many  unreliable 
concerns  that  will  be  ducking  the  tax. 
The  same  principle  would  be  true  as  is 
true  in  regard  to  the  manufacturers’  tax 
on  whisky  or  beer.  You  pay  a  manu¬ 
facturers’  tax  there.  You  would  not  for 
a  moment  put  a  retailers’  tax  on  the 
various  taverns  in  Chicago  or  New  York 
City,  because  they  also  have  fly-by-night 
operators. 

Mr.  COOPER.  I  believe  I  get  the  gen¬ 
tleman’s  point.  What  would  the  gen¬ 
tleman  propose,  that  the  jewelry  tax  be 
changed  to  a  manufacturers’  excise  tax? 

Mr.  ALLEN  of  Illinois.  Correct. 

Mr.  COOPER.  Your  committee  con¬ 
sidered  that.  I  believe  if  the  gentleman 
will  look  at  the  testimony  given  before 
your  committee  by  Mr.  Niemeyer,  repre¬ 
senting  the  jewelry  industry,  you  will 
find  that  they  very  strongly  favored  a 
retail  tax  rather  than  a  manufacturers’ 
excise  tax. 

Mr.  ALLEN  of  Illinois.  Does  not  the 
gentleman  admit  that  it  will  cost  much 
more  to  have  250,000  concerns  send  in 
returns  every  month,  which  would 
amount  to  millions  of  returns?  Would 
not  th^  tax  revenue  be  much  less  under 
this  plan,  in  view  of  the  additional  ex¬ 
penditure?  And  after  all,  did  not  the 
gentleman  say  that  this  bill  is  a  revenue 
bill;  that  its  purpose  is  to  raise  money? 

Mr.  COOPER.  That  is  correct;  there 
is  no  doubt  about  that. 

Mr.  KRAMER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentleman 
from  California. 

Mr.  KRAMER.  I  should  like  to  have 
the  expert  of  our  Committee  on  Ways 
and  Means  give  me  an  explanation  as  to 
why  advertising  agencies  are  not  taxed  in 
the  same  manner  that  billboards  and 
radios  are  taxed. 

Mr.  COOPER.  I  do  not  know  that  I 
could  satisfactorily  rnswer  the  gentle¬ 
man.  Your  committee  looked  into  all  the 
sources  of  revenue  that  it  could  look  to. 
A  majority  of  them  decided  that  the  tax 
on  billboards  included  in  the  bill  was  fair 
and  equitable  and  would  produce,  as  I 
recall,  about  $7,000,000  of  revenue.  A 
majority  of  them  voted  to  impose  the 
tax.  There  is  a  committee  amendment  to 
be  offered  on  this  item. 

Mr.  KRAMER.  I  am  not  objecting  to 
the  tax  on  billboards;  I  am  inquiring  why 
the  other  advertising  agencies  are  left 
out  of  the  picture. 

Mr.  COOPER.  That  would  get  into  the 
field  of  newspapers,  magazines,  and  vari¬ 
ous  other  avenues  of  advertising.  The 
committee  just  did  not  reach  into  those 
fields  at  this  time. 

Mr.  KRAMER.  If  they  are  looking  for 
revenue,  that  is  the  place  to  get  it. 


There  is  a  great  deal  more  revenue  in 
newspapers  and  magazines  than  there  is 
in  billboard  advertising. 

Mr.  COOPER.  If  the  gentleman 
wants  to  advocate  a  tax  on  newspapers, 
that  is  his  privilege,  of  course. 

Mr.  KRAMER.  And  magazines,  why 
were  they  exempted? 

Mr.  COOPER.  There  is  no  exemption 
at  all. 

Mr.  KRAMER.  They  were  eliminated. 

Mr.  COOPER.  That  tax  was  just  not 
levied  like  thousands  of  other  items 
were  not  included. 

Mr.  KRAMER.  Now  as  to  another 
tax,  I  spoke  to  the  gentleman  on  several 
occasions  about  a  tax  on  liquor  license. 

Mr.  COOPER.  Yes,  I  recall  the 
gentleman’s  interest  in  that.  We  are 
raising  the  liquor  tax  under  this  bill  $1 
a  gallon,  and  it  was  thought  that  for  the 
present  that  was  as  high  as  it  should  go 
and  as  much  additional  tax  as  should  be 
placed  on  the  liquor  industry  at  this 
time.  That  was  the  view  of  the  ma¬ 
jority  of  the  committee.  Certainly  we 
may  be  called  upon  for  additional  reve¬ 
nue  in  the  future  and  I  have  no  doubt 
that  source  will  be  considered  again. 

[Here  the  gavel  fell.] 

Mr.  CARLSON.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
Ohio  [Mr.  Jenkins]. 

Mr.  JENKINS  of  Ohio.  Mr.  Chair¬ 
man,  I  shall  expect  to  use  a  few  charts 
in  my  discussion  and  with  those  charts 
I  hope  to  make  my  remarks  as  interesting 
as  possible  and  also  instructive.  It  may 
be  that  I  am  assuming  more  than  I  will 
be  able  to  accomplish.  Before  I  begin  the 
discussion  from  that  standpoint  I  want, 
if  I  may,  to  stress  just  one  thought.  In 
the  consideration  of  this  tax  bill  so  far 
you  have  heard  some  very  learned  dis¬ 
cussions.  They  have  been  very  inter¬ 
esting  and  very  exhaustive,  but  here  is 
one  thought  I  would  like  to  leave  with 
you.  In  this  tax  bill  there  are  three  new 
kinds  of  taxes,  and  let  me  tell  you  what 
they  are. 

The  first  one  is  that  this  tax  which 
proposes  to  compel  joint  returns  by  hus¬ 
band  and  wife.  You  have  heard  that 
discussed  a  great  deal  and  I  shall  not  at¬ 
tempt  to  discuss  it  at  this  time.  That  is 
a  new  kind  of  tax.  We  have  never  had 
that  kind  of  tax  before. 

There  is  another  kind  of  tax  that  is 
new.  That  is  the  use  tax  on  automobiles. 
We  are  levying  a  tax  of  $5  on  every  auto¬ 
mobile  in  the  United  States.  There  are 
about  30,000,000  of  them.  That  is  going 
to  apply  just  the  same  to  the  fine  limou¬ 
sine  as  to  the  little  Ford.  It  is  just  a 
universal  $5  tax.  They  call  it  a  use  tax. 
This  is  the  first  time  that  kind  of  tax 
has  ever  been  levied  in  the  country,  with 
probably  one  or  two  exceptions  and  they 
were  not  clear-cut  to  the  issue  as  this 
one  is.  We  are  going  to  charge  every¬ 
body  $5  that  has  and  operates  an  in¬ 
strumentality  that  we  call  an  automobile. 
In  passing  this  use  tax  we  invade  the 
field  of  the  State,  for  it  is  simply  a  li¬ 
cense-plate  tax.  Automobiles  will  then 
carry  a  State  tag  and  a  Federal  tag. 

Here  is  another  new  kind  of  tax  that  I 
have  never  seen  before  and  I  do  not  like 
it.  And  here  is  where  it  comes  from. 
It  came  before  our  committee  from  Mr. 


Leon  Henderson.  Mr.  Henderson  came 
before  the  committee,  and  I  am  not  say¬ 
ing  this  in  criticism  of  him  at  all,  but  he 
came  before  the  committee  and  said  that 
we  must  curtail  the  consumption  or  the 
use  of  iron  and  steel.  To  do  that  he  pro¬ 
posed  to  increase  the  tax  on  every  new 
automobile  in  the  country  until  it  would 
be  20  percent  of  the  cost  price.  This 
would  be  a  tremendous  increase  in  the 
tax  on  automobiles.  And  with  what  pur¬ 
pose  in  mind?  With  the  purpose  of  keep¬ 
ing  many  of  the  automobiles  off  the  roads 
through  taxation.  Never  was  that  tried 
before.  I  am  glad  to  say  the  committee 
did  not  accept  that  theory  as  far  as  au¬ 
tomobiles  are  concerned,  but  they  did 
accept  it  with  respect  to  some  other  com¬ 
modities. 

For  instance,  here  is  an  illustration 
and  a  striking  illustration.  This  bill 
levies  a  tax  on  business  and  store 
machines.  The  bill  then  enumerates 
about  50  articles,  all  of  which  are  made 
from  steel.  Included  are  adding  ma¬ 
chines,  check-writing  machines,  type¬ 
writers,  and  even  down  to  pencil  sharp¬ 
eners.  I  say  that  is  a  fallacious  philoso¬ 
phy  of  taxation  and  is  a  matter  that 
should  be  controlled  by  priorities  abso¬ 
lutely,  and  not  by  taxation.  Those  of 
you  who  are  tax  experts  want  to  be  on 
the  lookout  for  this  new  theory.  It  is 
insidious  and  it  is  something  that  if  ex¬ 
tended  might  work  disaster.  This  is  a 
fantastic  idea,  primarily,  of  one  man 
who  wants  to  control  distribution  of  steel 
through  taxation. 

Mr.  KNUTSON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  gladly  yield 
to  my  friend  the  gentleman  from  Minne¬ 
sota. 

Mr.  KNUTSON.  The  gentleman  states 
it  was  proposed  to  make  the  automobile 
tax  so  high  that  it  would  drive  the  cars 
off  the  road.  At  the  rate  we  are  spend¬ 
ing  money  it  will  not  be  long  before  the 
cars  are  driven  off  the  road  without  any 

Mr.  JENKINS  of  Ohio.  Well,  there  is 
something  in  that,  too. 

Mr.  COOPER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentleman  from  Tennessee. 

Mr.  COOPER.  I  am  sure  the  gentle¬ 
man,  upon  reflection,  will  recall  that  the 
bill  includes  a  tax  on  office  machines 
alone.  There  was  a  suggestion  offered 
to  also  tax  metal  furniture,  but  the  com¬ 
mittee  did  not  adopt  that. 

Mr.  JENKINS  of  Ohio.  That  is  right, 
but  the  theory  is  the  same.  The  only 
reason  the  tax  was  laid  on  metal  equip¬ 
ment  in  offices  was  to  curtail  the  produc¬ 
tion  of  it  in  order  to  encourage  the  con¬ 
sumption  of  steel  for  national  defense, 
which  is  absolutely  too  far-fetched  to  be 
reasonable.  It  is  a  dangerous  step  in 
taxation  to  seek  to  control  the  distribu¬ 
tion  of  a  great  product  such  as  steel  by 
levying  a  tax  large  enough  on  certain 
articles  to  virtually  drive  them  from  the 
market. 

I  shall  now  be  glad  to  take  up  this  chart 
with  you.  In  this  connection  I  will  say 
that  these  charts  are  all  of  my  own  make, 
and  I  will  at  the  proper  time  ask  leave 
to  insert  them  in  the  Record.  This  first 
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chart  I  shall  insert  at  this  point.  Tire 
first  chart,  of  course,  explains  itself. 
Where  are  we  going  to  get  the  money?  (Mr. 
Rich) 

Corporations _  $1,  345,  200,  000 

Individual  income  tax _  1, 152,  000,  000 

Estate  and  gift  taxes _  151,900,000 

Manufacturers  and  retailers 
excise  taxes  and  miscellane¬ 
ous  excise  taxes _  880, 100,  000 


Total _  3,  529,  200,  000 

You  will  see  that  I  give  credit  to  the 
gentleman  from  Pennsylvania  [Mr. 
Rich]  for  that  laconic  inquiry  at  the  top. 
That  inquiry  has  gone  all  over  the 
country.  People  all  over  the  country 
know  of  the  efforts  of  the  gentleman 
from  Pennsylvania  [Mr.  Rich!  toward 
national  economy.  Almost  every  day  he 
reminds  this  body  of  the  terrible  extrava¬ 
gances  of  government,  and  ends  his  re¬ 
marks  with  the  inquiry:  “Where  are  you 
going  to  get  the  money?”  The  first  line 
shows  corporations  will  pay  a  tax  of  $1,- 
345,200,000  under  this  bill.  The  income 
tax  paid  by  the  individuals  will  amount  to 
$1,152,000,000.  The  estate  tax  will  amount 
to  $151,900,000.  The  manufacturer  and 
miscellaneous  taxes  will  pay  $880,100,000. 
These  all  add  up  to  $3,529,200,000. 

Let  us  now  get  to  something  that  is  a 
little  more  interesting,  more  important. 

I  shall  insert  this  second  chart  in  the 
Record  at  this  point: 

Computation  of  income  tax  on  married  man 


with  2  children 

Salary  $10,000,  other  income  $3,- 

000,  total _ $13,  COO.  00 

Deductions  (interest,  taxes,  etc.).  700.00 


Net  income _  12,  300.  00 


Normal  tax: 

Net  income _  12,300.00 

Personal  exemp¬ 
tions  _ $2,  800.  00 

Earned  income, 
credit  on  $10,- 

000 _  1,000.00 

-  3,800.00 


Ealance  subject  to  normal 

tax _  8,  500.  00 

Normal  tax,  at  4  percent _  340.00 


Surtax: 

Net  income _  12,  300.  00 

Personal  exemption _  2,800.00 


Balance  subject  to  surtax _  9,  500.  00 


Surtax  (5  to  19  percent)  : 

$2,  000  at  5  percent _  100.  00 

$2,000  at  8  percent _  160.00 

$2,  000  at  11  percent _  220.  00 

$2.  000  at  15  percent _  300.  00 

$1,  500  at  19  percent _  235.  00 


1,  035.  00 


Normal  tax _  340.  00 

Surtax _  1,065.00 


1,405  00 

Defense  tax  (10  percent) _  140.50 


Total  tax _ ;  1,  545.  50 


New  tax _  1,  545.  50 

Present  tax _  726.  00 


Increase _  819.  50 


I  want  in  this  chart,  if  I  may,  to  im¬ 
press  one  thought,  and  that  is  this:  X 


do  not  want  you  to  wori’y  about  the  cor¬ 
rectness  of  these  figures,  while  I  think 
they  are  all  accurate.  What  I  want  to 
do  is  to  show  you  that  in  the  computa¬ 
tion  of  personal  income  tax  there  are  two 
bases  that  one  should  always  keep  in 
mind.  You  have  to  figure  on  your  base 
down  here,  the  base  of  the  normal  tax, 
and  also  the  base  of  the  surtax,  and  if  you 
have  those  freely  in  your  mind,  you  have 
the  personal  income  tax  pretty  well  mas¬ 
tered,  because  you  can  turn  to  the  law  to 
get  the  extension  of  amounts  necessary. 
Let  us  discuss  this  chart  for  a  minute. 
Here  is  a  figure  at  the  top  that  is  pretty 
familiar  to  Congressmen — $10,000  a 
year.  Let  us  suppose  the  Congressman 
has  an  income  outside  of  that  of  $3,000. 
That  makes  $13,000.  In  these  figures  I 
have  assumed  certain  deductions  of  $700, 
which  leaves  a  net  income  of  $12,300.  Let 
us  go  over  here  to  this  left-hand  side  to 
find  the  normal  tax  base.  This  is  where 
you  are  going  to  start  your  4-percent  tax. 
Here  it  is,  $12,300.  If  this  man  is  married 
and  has  two  children,  he  has  an  exemp¬ 
tion  of  $2,800  and  is  entitled  to  this  $1,000 
as  an  income  credit.  That  is  10  percent 
of  his  salary.  That  applies  on  the  salary 
but  not  to  the  other  income.  That  makes 
a  total  exemption  of  $3,800,  and  leaves 
him  $8,500,  for  what?  That  is  the  nor¬ 
mal  tax  base.  That  4  percent  runs  on 
clear  through  his  whole  income,  whether 
his  income  is  $8,500,  or  $85,000,  or  $850,- 
000.  This  where  I  point  is  the  normal 
tax — in  this  case  $340.  Now  let  us  look 
on  the  other  side  of  this  chart  at  the  sur¬ 
taxes.  We  take  the  same  net  income — 
$12,300.  For  surtax  purposes  he  will  have 
the  same  personal  exemption,  except 
that  the  only  difference  is  that  he  is  not 
allowed  this  $1,000  that  is  allowed  in 
computing  the  normal  tax.  I  hope  the 
time  will  come  when  these  tax  experts 
will  change  this  so  that  the  normal  and 
surtax  shall  start  on  the  same  base  at 
least.  If  they  want  the  surtax  to  start 
at  a  higher  bracket,  that  can  be  done. 

This  $9,500  is  the  base  for  the  surtax 
purposes.  Under  the  present  law  the  sur¬ 
tax  starts  at  $4,000.  You  had  a  $4,000 
exemption  from  this  base.  Under  this 
new  bill  the  surtax  starts  right  there  with 
the  $9,500.  It  starts  with  5  percent 
on  the  first  $2,000,  and  that  is  $100.  The 
next  $2,000,  at  8  percent,  $160,  and  so  on 
up  until  it  totals  $1,065;  that  is  your  sur¬ 
tax.  To  this  you  add  the  $340  normal  tax 
and  you  have  the  total  of  $1,405.  To  this 
$1,405  we  add  the  10-percent  defense  tax 
which  is  $140.50,  and  you  have  a  total  of 
$1,545.50.  This  is  the  total  tax  for  the 
man  in  those  circumstances  under  the 
new  law.  Last  year,  under  the  present 
law,  it  would  amount  to  $726,  and  here  is 
what  you  Congressmen  with  two  children 
will  pay  in  addition  to  what  you  paid 
last  year,  $819.50. 

At  this  point  I  shall  insert  chart  No.  3. 
This  next  computation  concerns  the  tax 
on  corporations.  It  is  rather  compli¬ 
cated,  and  is  not  an  easy  matter  to  fol¬ 
low.  I  am  going  to  make  some  assump¬ 
tions.  There  is  one  thing  that  I  would 
like  you  to  remember,  in  the  computa¬ 
tion  of  taxes  on  corporations  under  this 
new  law.  It  is  different  from  the  present 
law.  Very  much  different.  In  the  final 


computation  there  is  a  tremendous  dif¬ 
ference  in  the  amount  of  tax. 

New  method  of  computing  excess-profits  tax 

OLD  SYSTEM  BUT  WITH  NEW  RATES 


Net  income _ $150,  000 

Normal  tax,  24  percent _ $36,  COO 

Surtax:  5  percent  first  $25,- 
000;  6  percent  on  balance.  8,  750  44,  750 


Ealance _  105,  250 


(Net  income  for  excess  profits 
purposes.) 

Assumed  excess  profits  credit,  in¬ 
cluding  $5,000  specific  exemp¬ 


tion) _  80,000 


Excess  profits _  25,  250 

Excess  profits  tax: 

35  percent  on  $20,000 _ $7,  000 

40  percent  on  $5,250 _  2, 100 

-  9,  100 

Plus  normal  and  surtax _  44,  750 


Total  tax _  53.  850 

NEW  SYSTEM 

Net  income _  150,  000 

Assumed  excess-profits  credit _  80,  000 


(Including  $5,000  specific  ex¬ 
emption.) 

Amount  subject  to  excess- 

profits  tax _  70,  000 

Excess-profits  ta  x : 

$20,000  at  35  percent _  7,000 

$30,000  at  40  percent _  12,  000 

$20,000  at  45  percent _  9,  CC0 


28, 0C0 

Net  income _  150,  000 

Less  excess-profits  tax _  28,  000 


Balance  subject  to  income 
tax _  122,  000 


Normal  tax  24  percent _  29,  280 

Surtax  5  and  6  percent _  7,  070 


36,  350 

Plus  excess-profits  tax _  28,  000 


Total  tax _  64,  350 


Increase  tax:  $64,350  — $53, 350=$10, 500. 

In  this  instance  the  difference  is 
$10,500  more  under  the  new  law.  This 
difference  arises  from  a  different  plan  of 
computation.  It  is  a  fine  manipulation 
that  will  produce  millions  of  dollars  in 
additional  taxes.  Let  us  consider  this 
together.  Here  is  a  corporation  that  has 
a  net  income  of  $150,000.  Last  year,  you 
will  remember,  this  Congress  provided  a 
change  in  the  method  of  computing  a 
tax-exemption  base  for  corporations. 
We  provided  that  corporations  should 
have  the  privilege  of  electing  whether 
they  would  compute  this  base  upon  what 
was  termed  the  invested-capital  base,  or 
upon  what  was  termed  the  average- 
earnings  base. 

In  the  hearings  on  this  bill  for  consid¬ 
eration  here  the  Treasury  desired  a  re¬ 
turn  to  the  one-base  system.  The  Treas¬ 
ury  desired  that  all  corporations  should 
use  the  invested-capital  method.  The 
committee,  however,  regardless  of  politics, 
stood  out  for  the  present  plan  with  the 
privilege  of  an  election.  I  think  that  all 
over  the  country  the  action  of  the  com¬ 
mittee  has  been  approved. 

In  this  case  I  shall  assume  this  net 
income  is  $150,000.  The  normal  tax  on 
that  corporation  is  24  percent.  The  nor- 
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mal  tax,  24  percent,  produces  $36,000. 
This,  with  a  surtax  of  5  percent  on  the 
first  $25,000  and  6  percent  of  the  balance 
makes  the  total  surtax  tax  of  $8,750.  The 
total  normal  tax  plus  the  surtax  is 
$44,750.  Deducting  $44,500  from  $150,- 
000,  we  have  a  balance  of  $105,250,  net 
balance  for  excess-profits  purposes. 

I  am  assuming  an  excess-profits  credit 
of  $80,000.  I  use  this  same  figure  in  both 
compilations.  That  leaves  for  excess- 
profits  taxes  $25  250.  Let  us  take  $25,250. 
The  excess-tax  rate  is  35  percent  on  the 
first  $25,000  and  40  percent  on  the  bal¬ 
ance,  or  a  total  of  $9,100  excess-profits 
tax.  To  this  add  the  normal  tax  of 
$44,750,  and  you  have  $53,850.  This  is 
the  total  tax  if  figured  under  the  plan  of 
the  present  law  as  compared  with  the 
rates  of  the  new  law. 

Let  us  see  how  the  new  system,  if 
computed  works.  You  start  with  $150,- 
000  and  you  take  off  the  $80,000,  which 
leaves  $70,000.  Now,  this  is  where  the 
different  plan  comes  in.  The  excess- 
profits  tax  is  on  $70,000.  The  amount 
the  corporation  pays  under  the  new  plan 
is  $28,000  as  against  $9,100  on  this  side. 
Deducting  this  $28  000  we  have  $122,000 
for  normal-tax  purposes.  I  figure  the 
straight  normal  tax  24  percent  ard  the 
surtaxes  that  go  together  with  the  nor¬ 
mal  tax,  and  I  get  a  total  of  $36,500. 
This  with  the  $28,000  excess-profits  tax 
we  have  a  total  tax  of  $64,350  which  is  an 
increase  of  $10,500.  There  is  a  corpora¬ 
tion  under  the  new  system  that  will  pay 
$10,500  more  than  it  would  under  the 
other  computation.  At  this  point  I  wish 
to  insert  chart  No.  4.  This  chart  illus¬ 
trates  how  this  provision  requiring  joint 
returns  by  husband  and  wife  works.  I 
shall  explain  this  if  I  have  time.  It 
practically  explains  itself. 

Compulsory  joint  returns  of  husband  and 
wife 

Husband  earns  $7,000.  Wife  earns  $3,000. 
Total,  $10,000. 

Separate  returns  under  new  rates: 


Tax  on  husband’s  $7,000 _  $596.  20 

Tax  on  wife's  $3,000 _  316.  80 

Total _  913.  00 


Tax  on  combined  income  of  $10,030-  1, 166  00 


Husband's  liability:  $596  20  :  $913  :: 
$762  :  $1,166. 

Wife's  liability:  $316.80  :  $913  : : 
$404  :  $1,166. 

$1,166- $913  =  $253  increase. 


Husband’s  increase _  165  80 

Wife’s  increase _  87.  20 

Total _ _ _  253.00 


Mr.  Chairman,  how  much  time  have  I 
remaining? 

The  CHAIRMAN.  The  gentleman  has 
3  minutes  remaining. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  the  gentleman  10  additional  min¬ 
utes. 

Mr.  JENKINS  of  Ohio.  I  thank  the 
gentleman. 

In  connection  with  the  computation  of 
this  tax  I  want  to  just  take  a  minute  of 
your  time  to  discuss  this  matter  of  joint 
return  of  husband  and  wife.  I  was  one 
member  of  the  committee  who  opposed 
it.  I  did  not  oppose  it  for  the  same  rea¬ 
son  that  some  Members  have  indicated. 
I  did  not  oppose  it  on  the  ground  that  it 
was  going  to  cause  any  divorces  or  that  it 


would  work  any  incompatibility  in  domes¬ 
tic  felicities  in  the  different  communities. 
That  argument  did  not  appeal  to  me.  I 
based  my  opinion  on  a  decision  of  the 
Supreme  Court.  The  Court  has  only 
spoken  once  on  this  subject  and  no  other 
court  has  spoken  decisively  but  the  Su¬ 
preme  Court.  The  Supreme  Court  has 
spoken  decisively  and  it  has  never  been 
modified  or  repealed.  It  stands  today  as 
the  decision  of  the  highest  Court  in  the 
land. 

What  does  this  power  to  tax  incomes 
spring  from?  It  comes  from  the  six¬ 
teenth  amendment  to  the  Constitution. 
The  sixteenth  amendment  reads  as  fol¬ 
lows:  “The  Congress  shall  have  power 
to  lay  and  collect  taxes  on  incomes,  from 
whatever  source  derived.”  Up  until  1913, 
when  the  sixteenth  amendment  was 
adopted,  this  Congress  could  not  levy  an 
income  tax  on  anybody.  Why?  Be¬ 
cause  it  did  not  have  the  power.  The 
power  was  in  the  people.  It  was  neces¬ 
sary  that  the  people  give  the  Congress 
that  right  through  a  constitutional 
amendment.  This  amendment  said  in 
most  simple  language  the  Congress  shall 
have  the  right  to  levy  a  tax  on  income, 
from  whatever  source  derived.  Now, 
Congress  may  levy  a  tax  on  income. 
Let  me  give  you  a  crude  illustration. 
Here  are  my  five  fingers  [holding  up 
hand].  Each  finger  represents  a  per¬ 
son — one,  two,  three,  fcur,  five.  You  do 
not  know  whether  these  five  are  men  or 
women.  You  do  not  know  whether  they 
are  related  or  what  States  they  come 
from.  These  five  people  have  the  same 
income.  They  have  exactly  the  same 
income.  This  constitutional  amendment 
deals  with  that  income,  and  nothing  else. 
It  dees  not  deal  with  marital  relation¬ 
ships.  It  gives  no  concern  to  how  many 
children  they  may  have.  It  deals  only 
with  income.  That  is  all.  Now,  one 
step  further:  Tire  Constitution  further 
says  that  all  taxes  must  be  uniform,  and 
so  forth.  The  Constitution  says  further 
you  cannot  take  money  from  one  person 
and  give  it  to  another  except  by  due 
process  of  law.  You  cannot  do  it.  Let 
us  take  these  five  people.  You  do  not 
know  where  they  live  nor  who  they  are. 
They  all  make  the  same  money - 

Mr.  DISNEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  JENKINS  of  Ohio.  In  just  a  min¬ 
ute.  They  all  earn  the  same  money. 
They  should  all  pay  the  same  tax.  If 
two  of  them  join  together  by  marriage 
they  still  have  the  same  income.  They 
have  joined  together  for  the  purpose  of 
raising  a  family  and  establishing  a  home, 
the  bulwark  of  American  life.  They  have 
joined  together  for  social  reasons;  they 
have  entered  into  wedlock,  which  is  an 
institution  that  has  been  sanctioned  by 
all  people  in  all  generations.  They  have 
not  done  that  for  taxation  purposes. 
Their  income  remains  exactly  the  same. 
Now,  what  can  Congress  do  about  it?  It 
must  continue  to  tax  these  people  on 
their  income  regardless  of  their  social 
conditions.  We  can  say  to  those  two 
people,  “Yes;  if  you  marry  we  will  give 
you  greater  exemption”;  but  we  cannot 
levy  a  different  tax  on  them.  Because 
they  married  we  cannot  say  to  one  of 
them,  “You  shall  pay  the  taxes  of  the 
other.” 


Now,  let  me  proceed  to  illustrate. 

If  the  gentleman  from  Oklahoma 
wants  to  ask  me  a  question  I  will  yield 
at  this  time. 

Mr.  DISNEY.  The  gentleman  does 
not  mean  to  say  that  under  the  sixteenth 
amendment  we  cannot  classify  tax¬ 
payers? 

Mr.  JENKINS  of  Ohio.  I  do  absolutely 
mean  to  say  you  cannot  classify  them  so 
that  one  in  the  same  class  does  not  pay 
the  same  as  another.  Certainly  you  can 
say  you  will  tax  one  who  earns  $1,000 
more  than  another  who  earns  $10,000. 

You  cannot  classify  a  man  in  Cali¬ 
fornia  against  a  man  in  Maine  who 
makes  the  same  money.  That  is  what  I 
mean. 

Mr.  DISNEY.  The  gentleman  does 
not  mean  to  imply  that  the  wife  pays  any 
of  the  husband’s  tax  bill  under  this  bill, 
does  he? 

Mr.  JENKINS  of  Ohio.  Yes.  Each 
pays  more  than  others  having  the  same 
income.  I  mean  this,  as  the  gentleman 
will  see  when  I  get  through  with  this  little 
computation,  I  mean  that  both  will  pay 
more  taxes,  because  under  this  bill  you 
try  to  do  something  the  Constitution 
does  not  allow  you  to  do;  and  my  author¬ 
ity  for  this  statement  is  the  decision  of 
the  Supreme  Court  of  the  United  States 
on  the  exact  subject. 

Mr.  DISNEY.  And  that  case  did  not 
involve  Federal  taxes. 

Mr.  JENKINS  of  Ohio.  It  involves  in¬ 
come  taxes.  If  it  holds  a  State  income 
tax  invalid  which  levies  an  income  tax 
that  compels  one  to  pay  for  another  be¬ 
cause  it  violates  that  provision  of  the 
Constitution  that  prohibits  the  taxing  of 
property  except  by  due  process  of  law,  so 
much  more  would  it  hold  a  Federal 
income-tax  law  invalid.  Read  the  Wis¬ 
consin  case  which  holds  directly  in  point. 

Mr.  DISNEY.  It  did  not  involve  Fed¬ 
eral  taxes. 

Mr.  JENKINS  of  Ohio.  This  decision 
is  in  point  and  never  has  been  revised  or 
modified. 

Mr.  DISNEY.  The  gentleman  knows 
that  case  involved  State  taxes. 

Mr.  JENKINS  of  Ohio.  I  will  answer 
the  gentleman.  That  decision  holds  as  I 
have  indicated. 

Mr.  DISNEY.  And  does  not  the  gen¬ 
tleman  know  that  in  the  Hooper  case  the 
Court  held  that  the  husband  is  liable  for 
the  taxes  of  the  wife? 

Mr.  JENKINS  of  Ohio.  No;  that  case 
does  not  so  hold.  That  makes  no  differ¬ 
ence  in  this  case  at  all.  In  that  case, 
where  the  State  had  the  authority  to 
levy  a  tax,  the  Supreme  Court  said  that 
the  State  could  not  make  one  person  pay 
for  another  for  the  reason  that  it  was 
contrary  to  the  Constitution  of  the  United 
States.  It  was  violative  of  the  Constitu¬ 
tion  of  the  United  States,  not  the  consti¬ 
tution  of  the  State.  Now,  if  the  Supreme 
Court  of  the  United  States  has  decided 
that  a  State  cannot  do  it,  and  the  State 
had  full  authority  over  this  subject  until 
the  people  granted  the  power  to  the  Fed¬ 
eral  Government  by  reason  of  this  con¬ 
stitutional  amendment,  then  most  as¬ 
suredly  Congress  cannot  do  it. 

Mr.  GWYNNE.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  yield. 

Mr.  GWYNNE.  Has  not  the  weight 
of  the  authority  cited  by  the  gentleman 
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as  a  precedent  been  whittled  away  by 
subsequent  decisions  of  the  Supreme 
Court? 

Mr.  JENKINS  of  Ohio.  No;  and  I 
will  tell  the  gentleman  why.  That  is  a 
principle  that  has  been  laid  down.  These 
other  decisions  all  involve  some  collat¬ 
eral  facts.  This  principle  that  you  can¬ 
not  tax  one’s  property  for  another  per¬ 
son’s  is  fundamental.  I  know  the  argu¬ 
ments  advanced  in  the  collateral  cases 
they  cite.  They  cite  a  lot  of  cases,  but 
the  principle  has  been  laid  down  affirma¬ 
tively  that  you  cannot  take  one  man’s 
money  and  use  it  to  pay  another  man’s 
taxes.  That  is  what  this  decision  pro¬ 
vides.  Let  us  turn  to  this  table  of  figures 
and  see  what  the  committee  does. 

Let  us  see  what  happens  when  they 
are  compelled  to  file  separate  returns. 
Under  the  new  rates — not  last  year’s 
rates — under  the  rates  in  this  bill  the 
husband  would  pay  $596.20.  He  will  take 
the  full  $2,000  exemption.  I  give  him 
full  exemption,  and  the  wife  does  not  get 
any  exemption.  She  pays  on  her  straight 
$3,000.  That  makes  $316.  Together  they 
add  up  to  $913.  How  much  do  they  pay 
when  they  file  a  joint  return?  You  make 
them  pay  $1,166  instead  of  $913.  So  you 
are  taking  $253  from  somebody  and  giv¬ 
ing  it  to  somebody  else. 

Mr.  DOUGHTON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  JENKINS  of  Ohio.  Yes;  I  am 
glad  to  yield  to  my  distinguished  chair¬ 
man. 

Mr.  DOUGHTON.  Does  the  gentle¬ 
man  think  it  is  fair  procedure  for  a  man 
to  give  half  his  own  individual  income 
to  somebody  else  to  avoid  taxes? 

Mr.  JENKINS  of  Ohio.  No;  that  is 
the  trouble  with  this  whole  program. 

Mr.  DOUGHTON.  That  is  exactly  the 
trouble. 

Mr.  JENKINS  of  Ohio.  The  gentle¬ 
man  is  absolutely  right  in  that  respect. 
Here  is  the  argument  they  make:  That 
somebody  gets  a  little  advantage.  They 
stand  up  here  and  say,  “Why,  it  is  not 
fair;  somebody  gets  a  little  advantage.” 
You  cannot  take  any  category  of  taxa¬ 
tion  but  what  somebody  gets  an  advan¬ 
tage.  For  instance,  here  is  a  man,  a  poor 
consumptive  who  works  as  hard  as  he 
can  to  get  along,  struggles  along  and 
makes  $5,000  a  year,  yet  he  has  to  pay 
the  same  taxes  as  the  big  stalwart  fel¬ 
low  who  goes  about  enjoying  life  to  the 
utmost,  and  so  on,  and  so  forth.  If  you 
would  tax  these  strictly  on  their  ability 
to  pay  you  would  consider  the  doctor  bill 
of  the  sick  man.  But  you  do  not  do  it. 
That  is  the  way  everything  in  life  goes. 
The  law  cannot  equalize  everything.  But 
the  Constitution  says  you  have  no  right 
to  levy  taxes  on  anybody’s  income  except 
under  the  provisions  of  the  sixteenth 
amendment  to  the  Constitution.  I  agree 
with  my  chairman,  that  the  instance  he 
cited  was  that  of  taking  an  unfair  advan¬ 
tage.  It  is  glaring.  But  that  is  not  the 
question  here.  If  you  adopt  this  change 
it  will  not  solve  all  the  inequities. 

Mr.  DOUGHTON.  The  gentleman 
agrees  there  are  glaring  defects,  but  he 
does  not  want  to  help  correct  them. 

Mr.  JENKINS  of  Ohio.  Not  in  viola¬ 
tion  of  the  Constitution;  no,  sir;  and  I 
will  state  why. 


Mr.  DOUGHTON.  That  is  where  we 
get  apart. 

Mr.  JENKINS  of  Ohio.  All  right,  Mr. 
Chairman.  The  gentleman  and  I  go 
along  together  pretty  nearly  all  the  time, 
and  all  the  time  as  far  as  friendship  is 
concerned,  but  here  is  where  we  part  on 
this  proposition  if  we  have  to,  on  how  to 
control  an  inequality.  It  can  be  con¬ 
trolled  just  as  other  inequalities  are  con¬ 
trolled,  by  exemptions.  That  is  the  way 
it  can  be  done  if  you  want  to  work  this 
out.  Just  say  we  will  not  give  a  married 
man  any  exemption. 

Mr.  DOUGHTON.  That  would  not  get 
at  the  root  of  the  evil. 

Mr.  KNUTSON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  yield. 

Mr.  KNUTSON.  Carrying  the  argu¬ 
ment  of  the  gentleman  from  Ohio  a  little 
further,  that  the  husband  and  wife  are 
two  separate  units,  then  why  give  either 
a  larger  exemption  than  we  give  unmar¬ 
ried  people? 

Mr.  JENKINS  of  Ohio.  The  gentle¬ 
man  has  put  his  finger  on  the  point  there. 
If  you  do  not  want  to  do  it  one  way  just 
do  it  the  other.  If  you  do  not  want  to 
give  that  exemption,  say  so,  but  society 
says  there  ought  to  be  a  compliment  paid, 
financially  and  in  every  other  way,  to 
two  people  who  join  up.  My  good  friend 
has  never  joined  up.  Oh,  what  he  has 
missed  by  not  being  joined  up.  tie 
ought  to  join  up.  I  would  gladly  recom¬ 
mend  him  to  many  fine  girls  I  know. 

Mr.  KNUTSON.  Give  me  a  little  time. 
I  am  young  yet.  May  I  say  to  the  gentle¬ 
man  that  taxation  should  be  levied  in 
accordance  with  the  ability  to  pay. 

Mr.  JENKINS  of  Ohio.  Well,  that  is 
all  right.  I  have  just  cited  an  illustration 
on  that  point. 

Mr.  KNUTSON.  And  carrying  the  gen¬ 
tleman’s  argument  a  little  further,  he 
might  say  we  should  not  tax  Henry  Ford 
any  more  than  John  Smith  down  the 
street  because  they  are  both  American 
citizens.  I  am  not  advancing  that  as  an 
argument  of  my  own.  I  am  using  the 
gentleman’s  argument.  I  am  carrying  it 
to  its  logical  conclusion. 

Mr.  JENKINS  of  Ohio.  That  does  not 
do  the  gentleman  credit.  I  notice  the 
gentleman  running  away  from  it  already. 

Mr.  KNUTSON.  No.  I  will  stay. 

Mr.  JENKINS  of  Ohio.  I  am  glad  he  is 
coming  back.  May  I  say  that  in  these 
United  States  of  America  we  have  done  a 
lot  of  wonderful  things.  One  of  the  most 
wonderful  things  we  did,  outside  of  free¬ 
ing  the  slaves,  was  to  free  women.  How 
brutal  it  was,  how  barbaric  it  was,  for 
any  man  to  consider  a  woman  his  prop¬ 
erty.  Where  is  there  a  man  here  who 
feels  himself  good  enough  to  take  a 
woman  as  his  wife,  then  say,  “She  be¬ 
longs  to  me,  all  her  possessions  belong 
to  me;  she  is  my  chattel  property.”  That 
is  the  way  it  used  to  be. 

What  happened  in  this  country?  Now, 
you  may  criticize  the  law,  but  the  law  is 
majestic,  the  law  is  powerful,  the  law  is 
the  dignity,  the  strength,  and  the  glory 
of  the  Republic.  We  provided  by  law  so 
that  in  these  States  one  by  one  the 
women  were  freed  by  legislation.  What 
did  we  say  to  her?  I  ask  the  gentleman 
from  Minnesota  and  the  gentleman  from 
North  Carolina,  what  did  we  say?  We 


said  that  a  woman  can  go  into  the  same 
classifications  as  the  men.  She  and  her 
property  and  her  income  are  hers,  abso¬ 
lutely  free  from  the  ownership  or  control 
of  anybody,  including  her  husband. 

Mr.  DOUGHTON.  Will  the  gentle¬ 
man  yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentleman. 

Mr.  DOUGHTON.  The  gentleman 
talks  about  freeing  women,  and  I  am  as 
much  for  the  freedom  of  women  as  is 
the  gentleman,  but  does  the  gentleman 
think  that  a  woman  is  being  enslaved  by 
being  put  on  the  same  basis  as  her  hus¬ 
band? 

Mr.  JENKINS  of  Ohio.  No.  The 
gentleman  misses  the  point. 

Mr.  DOUGHTON.  That  is  all  we  pro¬ 
pose  to  do  under  this  law. 

Mr.  J'ENKINS  of  Ohio.  You  take  two 
married  people  and  you  make  them  pay 
more  than  other  people  and  more  than 
two  single  people,  that  is  what  you  do. 

Mr.  DOUGHTON.  We  put  them  in 
the  same  situation  as  her  husband.  If 
she  is  enslaved,  her  husband  is  enslaved. 
She  is  the  only  one  enslaved,  according 
to  the  gentleman’s  argument. 

Mr.  JENKINS  of  Ohio.  I  am  sorry 
that  I  am  not  smart  enough  to  make  the 
gentleman  see  the  point.  What  right 
has  the  Congress  got  to  do  this?  We 
have  only  the  right  to  levy  a  tax  on  in¬ 
comes  and  we  have  to  levy  that  the  same 
on  the  wife’s  income  as  on  the  hus¬ 
band’s  income.  That  is  what  we  have 
to  do. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  5  additional  min¬ 
utes. 

Mr.  RUSSELL.  Will  the  gentleman 
yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentleman  from  Texas. 

Mr.  RUSSELL.  The  gentleman  stated 
in  the  beginning  that  the  argument  for 
penalizing  the  union  of  marriage  did  not 
appeal  to  him  at  all.  He  did  not  at¬ 
tempt  to  follow  up  that  argument,  yet 
I  see  by  his  argument  and  by  his  illus¬ 
tration  that  he  has  here  that  he  shows 
a  penalty  of  $253  for  such  sacred  union. 

Mr.  JENKINS  of  Ohio.  The  gentle¬ 
man  gets  the  point  exactly. 

Mr.  BOEHNE.  Will  the  gentleman 
yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentleman  from  Indiana. 

Mr.  BOEHNE.  The  gentleman  has 
been  rather  voluble  in  his  argument  in 
reference  to  constitutional  grounds. 
Would  he  care  to  express  himself  on  the 
so-called  moral  grounds  about  which  we 
have  been  receiving  so  many  statements? 

Mr.  JENKINS  of  Ohio.  I  can  answer 
the  gentleman  on  that  point.  Does  the 
sixteenth  amendment  to  the  Constitution 
say  anything  about  morals?  Answer  me 
that. 

Mr.  BOEHNE.  I  am  not  on  the  stand. 

Mr.  JENKINS  of  Ohio.  I  am  asking 
the  gentleman. 

Miss  SUMNER  of  Illinois.  No. 

Mr.  JENKINS  of  Ohio.  Certainly  not. 
It  is  not  a  provision  of  the  fundamental 
law  on  morals.  It  deals  with  hard  in¬ 
come  and  hard  facts  and  when  you  come 
down  in  the  Well  of  the  House  and  tell 


1941 


CONGRESSIONAL  RECORD— HOUSE 


6539 


about  morals  you  should  remember  that 
it  is  income  tax  we  are  dealing  with. 
Figures  are  hard  and  they  are  deter¬ 
mined,  they  are  consequential;  you  can¬ 
not  change  them. 

Mr.  BEAM.  Will  the  gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentleman  from  Illinois. 

Mr.  BEAM.  I  would  like  to  ask  the 
distinguished  gentleman  from  Ohio  this 
question:  Assuming  a  hypothetical  prop¬ 
osition  which  the  chairman  of  the  com¬ 
mittee  submitted  a  few  moments  ago 
whereby  for  taxable  purposes  one  of  the 
spouses,  in  order  to  avoid  the  payment  of 
taxes,  turns  ove.  their  income  as  a  gift  to 
the  other  person.  Has  the  committee  in 
its  deliberations  given  any  study  to  the 
thought  of  taxing  that  income  as  a  gift? 

Mr.  JENKINS  of  Ohio.  Here  is  what 
we  have  done:  We  have  provided  a  gift 
tax.  One  of  the  gentlemen  said  awhile 
ago  that  does  not  apply  every  year.  Then 
the  way  to  do  is  to  make  it  apply  every 
year.  If  the  law  would  penalize  him  so 
that  as  long  as  the  woman  holds  that 
property  and  it  brings  in  an  income,  let 
her  pay  her  proportion  of  that. 

Mr.  DISNEY.  Will  the  gentleman 
yield? 

Mr.  JENKINS  of  Ohio.  I  yield  tc  the 
gentleman. 

Mr.  DISNEY.  The  gentleman  does  not 
deny  that  in  the  case  of  husband  and 
wife  having  say  a  $10,000  income,  under 
this  system  they  will  pay  exactly  the 
same  tax  as  a  husband  with  a  $10,000 
income? 

Mr.  JENKINS  of  Ohio.  I  am  sorry,  I 
was  not  able  to  follow  the  gentleman. 

Mr.  DISNEY.  A  husband  and  wife 
together  have  a  $10,000  income,  for  exam¬ 
ple.  Under  this  law  they  Will  pay  the 
same  tax  as  a  husband  singly  with  a 
$10,000  income? 

Mr.  JENKINS  of  Ohio.  No.  It  does 
not  work  out  that  way. 

Mr.  DISNEY.  Yes;  in  l>oth  cases  the 
tax  will  be  $1,166. 

Mr.  JENKINS  of  Ohio.  There  are  so 
many  exigencies  in  each  case,  that  you 
cannot  safely  put  up  the  proposition  like 
that. 

Miss  SUMNER  of  Illinois.  Will  the 
gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentlewoman  from  Illinois. 

Miss  SUMNER  of  Illinois.  The  gentle¬ 
man  stated  that  a  method  was  suggested 
to  the  committee  for  catching  that  tax 
which  was  evaded  by  one  spouse  making 
a  gift  to  the  other.  Did  the  committee 
consider  the  idea,  which  is  my  own  and 
may  not  have  any  value,  but  I  think  it 
does,  thai  the  income  from  all  property 
given  by  one  spouse  to  another  after  mar¬ 
riage  or  in  anticipation  of  marriage  shall 
be  charged  as  income  to  the  donor? 

Mr.  JENKINS  of  Ohio.  Let  me  tell  you 
the  consideration  that  moved  the  com¬ 
mittee  most.  I  am  sorry  to  say  that  the 
discussion  of  this  tax  did  not  come  up 
before  the  committee  until  the  last  2  or  3 
days  before  the  committee  concluded  its 
work.  The  women  of  the  country  did 
not  have  a  chance  to  come  in  and  state 
their  views.  Here  is  what  they  saw:  The 
committee  saw  $323,000,000.  That  is 
what  they  had  to  raise.  That  is  how  far 
they  were  behind,  and  that  is  the  reason 


they  espoused  this  plan.  It  means  more 
money  to  spend. 

Mr.  BROWN  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentleman  from  Ohio. 

Mr.  BROWN  of  Ohio.  In  some  of  the 
community-property  States,  I  under¬ 
stand  the  income  of  the  husband  is  di¬ 
vided  equally  with  the  wife;  in  other 
words,  if  a  man  is  paid  a  salary  of  $10,000 
a  year,  the  wife  is  credited  with  $5,000 
and  the  man  with  $5,000.  Under  the  old 
law  and  the  new  rates,  the  two  would  be 
paying  $530  less  tax  than  the  gentleman 
or  I  would  pay  in  Ohio  on  a  $10,000 
salary. 

Mr.  JENKINS  of  Ohio.  I  do  not  know 
just  how  that  works  out,  but  that  is  an¬ 
other  thing  I  do  not  argue  for.  I  do  not 
argue  for  the  community-property 
States.  They  will  have  to  make  their  own 
argument  on  that  basis.  I  do  not  argue 
for  that. 

Mr.  BROWN  of  Ohio.  Did  the  com¬ 
mittee  consider  plugging  that  particular 
loophole? 

Mr.  JENKINS  of  Ohio.  While  I  am  on 
my  feet,  let  me  tell  you  how  that  should 
be  disposed  of.  The  gentleman  from 
Massachusetts  [Mr.  Treadway!  has  in¬ 
troduced  a  bill,  which  has  been  before 
the  Committee  on  Ways  and  Means  for 
years,  to  handle  this  community-prop¬ 
erty  matter.  They  could  handle  that, 
but  you  could  not  handle  that  under  the 
sixteenth  amendment  to  the  Constitu¬ 
tion. 

Mr.  AUGUST  H.  ANDRESEN.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  JENKINS  of  Ohio.  I  yield  to  the 
gentleman  from  Minnesota. 

Mr.  AUGUST  H.  ANDRESEN.  It 
seems  to  me  it  would  be  just  as  logical 
for  them  to  tax  the  children  in  the  fam¬ 
ily  who  live  at  home,  so  they  can  have 
one  family  return. 

Mr.  JENKINS  of  Ohio.  Yes;  it  is 
the  same  story.  You  can  make  all  kinds 
of  stories  out  of  it  if  you  want  to.  This 
increase  makes  $253.  That  is  the  crux 
of  the  illustration.  Somebody  pays  that 
$253,  and  whoever  it  is  pays  it  unjustly. 
[Applause.] 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  30  minutes  to  the  gentleman  from 
California  [Mr.  Buck!. 

Mr.  BUCK.  Mr.  Chairman  may  I  first 
compliment  the  gentleman  from  Ohio 
who  just  spoke  on  his  vigorous  defense 
of  the  rights  of  womanhood  as  far  as 
income  from  personally  and  separately 
owned  property  is  concerned.  I  was  very 
pleased  to  listen  to  him,  particularly  as 
I  do  not  want  my  discussion  to  be  con¬ 
sidered  as  applying  to  any  argument 
made  on  behalf  of  community  property 
States.  I  do  not  think  community  prop¬ 
erty  States  will  be  affected  in  any  way 
by  the  enactment  of  this  law,  for  the 
simple  reason  that  it  is  only  within  the 
power  of  Congress  to  tax  income.  In 
seven  separate  decisions  by  the  Supreme 
Court,  beginning  with  the  case  of  Poe  v. 
Seaborn  (282  U.  S.  101) ,  a  State  of  Wash¬ 
ington  case,  and  ending  with  the  case  of 
United  States  v.  Malcolm  (282  U.  S.  792) , 
a  California  case.  All  except  one  of  these, 
the  then  community  property  States, 


had  their  division  of  income  between 
spouses  passed  on  and  the  Supreme  Court 
held  that  community  property  income 
must  be  divided  between  husband  and 
wife  according  to  the  laws  of  the  State 
and,  therefore,  half  must  be  taxed  to  the 
wife.  If  the  wife,  by  chance,  were  the 
wage  earner  half  her  income  would  be¬ 
long  to,  and  be  taxed  to,  her  husband. 

Some  statements  have  been  made  that 
only  the  rich  benefit  by  the  community 
property  laws.  The  exact  reverse  is  true. 
It  is  interesting  to  note  that  in  the  Mal¬ 
colm  case,  only  a  salary  of  $3,600  per 
year  was  involved  and  the  tax  involved 
was  $18.39. 

The  attempt  of  the  majority  of  the 
Committee  on  Ways  and  Means — and  it 
was  a  very  slim  majority — provides  for 
the  addition  of  the  income  of  the  wife 
and  the  husband  in  every  one  of  the 
48  States,  to  make  a  unit,  and  then  as¬ 
sessing  the  tax  on  the  basis  on  which  the 
income  of  each  spouse  enters  into  that 
unit. 

The  rule  that  was  adopted  by  the  House 
provides  for  the  offering  of  a  motion  to 
strike  out  section  111  of  this  bill,  which  is 
the  section  covering  this  particular  mat¬ 
ter.  This  section  was  adopted,  as  the 
gentleman  from  Ohio  pointed  out,  in  the 
last  2  or  3  days  of  the  executive  sessions 
that  were  held,  without  any  public  hear¬ 
ings,  and  permitting  no  one  who  was  ad¬ 
versely  affected,  or  perhaps  affected  oth¬ 
erwise,  to  appear  before  the  committee. 

Whether  or  not  the  principle  involved 
in  this  particular  section  is  sound  law — 
and,  of  course,  I  do  not  agree  with  it — it 
is  absolutely  unfair  to  consider  it  at  this 
time  and  adopt  it  when  there  has  been  no 
opportunity  for  anyone  to  be  heard  on 
the  subject. 

I  shall  point  out  another  unfairness  in 
this  section.  It  provides  that  if  the  hus¬ 
band  and  wife  were  living  together  on 
January  1,  1941,  whether  or  not  they  sep¬ 
arated  immediately  thereafter  or  later  in 
the  year,  their  whole  year’s  income  must 
be  added  together  and  taxed  as  a  unit. 

It  is  my  considered  belief,  and  it  always 
has  been — for  that  reason  I  filed  a  report 
not  dissenting  from  the  main  portions  of 
the  bill  but  dissenting  from  this  particu¬ 
lar  provision,  in  which  dissent  I  am  happy 
to  say  some  of  my  colleagues  joined  me — 
that  the  husband  and  wife  are  separate 
entities.  The  report  I  filed  was  an  ex¬ 
tremely  brief  one.  I  cited  only  one  ex¬ 
ample,  and  I  should  like  to  cite  it  again 
for  the  benefit  of  those  of  you  who  have 
not  read  the  report. 

If  any  one  of  you  died  and  left  two 
daughters,  and  left  $20,000  to  each  of 
them,  and  one  of  them  married  a  man 
who  was  earning  a  salary,  whether  it 
was  $20,000,  $10,000,  or  $50,000,  the  in¬ 
come  from  what  she  received  from  that 
$20,000  would  be  added  to  his  income 
and  be  taxed  at  a  higher  rate  than  would 
be  the  income  of  her  unmarried,  spinster 
sister.  That  is  not  equality. 

All  through  the  report  of  the  majority 
of  the  committee,  all  through  the  elo¬ 
quent  speech  the  gentleman  from  Indi¬ 
ana  made  yesterday  ran  the  thought 
that  you  were  overcoming  an  inequality. 
In  fact,  you  would  be  creating  an  in¬ 
equality,  an  inequality  among  woman¬ 
hood  throughout  the  country.  It  is  note¬ 
worthy  that  women’s  organizations  have 
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protested  definitely  against  the  enact¬ 
ment  of  this  particular  piece  of  legisla¬ 
tion. 

Mr.  Chairman,  it  is  my  intention,  when 
the  bill  is  read,  to  move  to  strike  out 
section  111,  and  I  hope  I  may  have  the 
support  not  only  of  the  10  members  of 
the  Ways  and  Means  Committee  who 
voted  with  me  when  I  made  the  same 
motion  in  committee,  but  a  majority  of 
the  House,  for  the  reasons  that  I  shall 
now  urge  upon  the  Members. 

Mr.  VORYS  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  BUCK.  I  would  prefer  to  finish 
my  statement,  but  go  ahead. 

Mr.  VORYS  of  Ohio.  I  thought  this 
question  might  be  helpful.  Under  the 
rule,  will  it  be  possible  to  offer  any  form 
of  substitute  or  can  the  only  amendment 
offered  be  one  merely  to  strike  out  this 
provision? 

Mr.  BUCK.  The  rule  provides  for  only 
one  motion  to  strike  out  section  111  and 
such  committee  amendments  as  may  be 
adopted  by  the  committee  itself.  So  far 
there  have  been  three  such  amendments 
adopted. 

As  I  said,  the  proposal  is  unfair.  I 
have  great  dislike  in  coming  before  the 
House  or  the  committee  and  filing  a  dis¬ 
sent  from  the  Ways  and  Means  report, 
and  it  is  the  first  time  I  have  ever  done 
so,  but  it  is  my  belief  that  the  committee 
has  laid  itself  open  to  justifiable  criticism 
by  the  proposal  that  a  husband  and  wife 
living  together,  regardless  of  the  fact 
that  each  spouse  has  income  of  its  own 
from  salary,  wages,  or  other  sources 
which,  in  fact  and  in  law,  belong  to  them 
as  individuals,  must  file  a  joint  income- 
tax  return  and  be  taxed  accordingly.  By 
requiring  that  the  wife’s  income  be  added 
to  the  husbands  for  tax  purposes,  a  fic¬ 
titious  figure  which  is  neither  the  income 
of  the  husband  nor  the  wife,  but  is  larger 
than  that  of  either,  is  arrived  at  with  the 
result  that  higher  surtaxes  are  inevitable 
and  each  has  to  pay  an  additional  tax. 

This  provision  disregards  the  vested 
rights  of  our  citizens,  affects  property 
arrangements  made  long  before  this  pro¬ 
posal  was  ever  thought  of  or  anticipated 
This  affects  the  rights,  as  the  gentleman 
from  Ohio  pointed  out,  which  the  women 
of  the  country  have  long  struggled  for 
and  finally  obtained,  and,  finally,  in  my 
opinion  it  violates  the  Constitution  of  the 
United  States,  certainly,  insofar  as  the 
seven  decisions  which  I  have  cited  ren¬ 
dered  by  the  Supreme  Court  are  appli¬ 
cable. 

There  are  only  two  reasons  that  ac¬ 
tuated  the  Ways  and  Means  Committee 
in  adopting  this  proposal.  First,  as  was 
pointed  out,  it  looked  like  an  easy  way  to 
raise  $323,000,000.  Personally,  I  do  not 
believe  it  will  raise  any  such  amount  of 
money,  and  on  Monday  when  we  discuss 
the  motion  to  strike  I  shall  have  some 
additional  figures  from  the  Treasury 
which  I  think  will  disprove  that  claim. 

The  second  reason  was  that  there  has 
been  a  very  definite  misunderstanding  in 
the  committee  and  elsewhere  about  the 
effect  of  community  property  laws  and 
the  belief  that  they  improve  the  income- 
tax  status  of  citizens  of  the  United  States. 
If  they  do  so,  they  do  so  at  much 
greater  expense  and  detriment  to  the 


husband,  at  least  in  other  matters,  in¬ 
cluding  inheritance  laws,  than  the  ad¬ 
vantage  that  the  husband  has  in  States 
where  he  can  own  all  the  property  with¬ 
out  the  obligation  to  pay  from  the  income 
therefrom  to  his  wife,  which  far  exceeds 
any  advantage  that  a  taxpayer  in  a  com¬ 
munity  property  State  has. 

It  is  not  my  purpose  to  discuss  commu¬ 
nity-property  laws  this  afternoon.  I 
shall  be  glad  to  discuss  them  and  to  an¬ 
swer  questions  on  them  later  during  the 
course  of  the  debate  or  on  Monday,  if 
they  are  not  fully  answered  in  the  mean¬ 
time. 

Community-property  laws  were  adopt¬ 
ed  long  before  any  income-tax  laws  were 
thought  of.  Some  of  the  advocates  of 
section  111  might  be  interested  to  know 
that  these  laws  came  into  this  country 
from  Scandinavia  and  through  Saxony, 
and  France  and  Spain.  The  Charter  of 
Crozat,  creating  the  Territory  of  Illinois, 
provided  that  community-property  law 
must  be  the  law  of  the  land.  It  was  the 
law  of  Arkansas  and  Iowa  and  Utah  for 
years.  It  was  the  law  of  Missouri  until 
1807.  The  infiltration  of  what  we  call 
Americans  from  the  common-law  States 
who  could  not  understand  the  workings 
of  the  civil  law,  led  to  its  abolition  in 
those  States.  Nevertheless,  the  princi¬ 
ple  which  has  been  found  workable  and 
found  the  best  method  of  protecting  the 
rights  of  women  has  been  maintained  in 
all  of  the  States  of  the  Southwest  and 
adopted  in  the  States  of  Washington  and 
Idaho  in  the  Northwest. 

I  shall  simply  say  it  has  its  foundation 
or  its  origin  in  the  principle  that  a 
man  and  a  woman,  united  in  the  mari¬ 
tal  relation,  are  in  partnership.  Even 
if  the  women  did  not  work  in  the 
fields;  even  if  they  did  nothing  more 
than  take  care  of  the  house  and  bear 
children,  a  woman  was  regarded  as  con¬ 
tributing  her  share  to  the  partnership 
and  was  entitled  to  one-half  of  whatever 
income  was  earned.  That  is  the  princi¬ 
ple  upon  which  the  community-property 
laws  are  founded. 

Mr.  DISNEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BUCK.  I  said  “entitled,”  not  as  a 
gift,  but  as  a  right;  and  I  have  given  the 
gentleman  from  Oklahoma,  as  I  have 
given  practically  every  gentleman  of  the 
committee,  a  copy  of  the  translation  of 
those  Spanish  laws  that  date  back  at 
least  to  the  year  1200  that  answer  every 
question  that  could  be  asked  on  this 
subject, 

Mr.  DISNEY.  And  I  want  to  ask  the 
gentleman  one  now. 

Mr.  BUCK.  Very  well. 

Mr.  DISNEY.  Of  course,  all  members 
of  a  partnership  are  liable  for  the  debts 
of  the  partnership. 

Mr.  BUCK.  Well,  a  woman  is  not 
liable  for  the  debts  of  her  husband  under 
the  community-property  system. 

Mr.  DISNEY.  If  there  is  a  partner¬ 
ship,  she  is  liable. 

Mr.  BUCK.  But  the  committee  has 
not  proposed  to  add  up  the  income  of 
partner  Disney  and  partner  Doughton 
and  put  them  together. 

Mr.  DISNEY.  We  are  doing  better 
than  the  gentleman  has  even  suggested. 


Mr.  BUCK.  I  told  the  gentleman  at 
the  start  that  if  there  are  any  advan¬ 
tages  to  be  received  from  the  income- 
tax  release  in  community-property 
States,  they  are  more  than  outweighed 
by  the  other  disadvantages  on  the  hus¬ 
band.  Even  if  a  woman  is  found  in 
adulterous  conduct,  still  she  is  entitled 
to  half  of  her  husband’s  income. 

Mr.  BOEHNE.  I  wish  the  gentleman 
would  justify  this.  If  I  have  an  income 
equal  to  the  income  of  the  gentleman 
from  California,  say  $10,000  a  year,  why 
should  I  be  compelled  to  pay  $280  more 
tax? 

Mr.  BUCK.  Because  the  State  of  In¬ 
diana  has  not  been  enlightened  enough 
to  adopt  a  community-property  system. 

Mr.  DISNEY.  Then  suppose  New  York 
and  Illinois,  Ohio,  and  Pennsylvania,  and 
the  other  rich  States  of  the  Union 
adopted  the  same  thing,  what  advantage 
then  would  California  have? 

Mr.  BUCK.  I  am  not  claiming  that 
California  has  any  advantage.  I  have 
suggested  that  I  do  not  particularly  care 
to  discuss  the  community-property  sys¬ 
tem  this  afternoon,  although  I  shall  be 
glad  to  on  Monday  if  anyone  desires  to 
inquire  further  into  it,  but  as  far  as  New 
York,  Indiana,  and  Illinois  are  con¬ 
cerned,  it  seems  to  me  that  it  would  be  to 
the  advantage  of  their  womanhood,  if 
they  adopted  that  system.  Oklahoma 
did.  I  know  perhaps  that  Oklahoma’s 
right  has  not  been  ratified  by  the  Su¬ 
preme  Court,  but  the  legality  of  the  laws 
in  the  other  eight  States  has. 

Mr.  DISNEY.  Would  it  be  interrupt¬ 
ing  the  gentleman  to  say  that  Oklahoma 
did  it  in  self-defense,  that  rich  people 
were  coming  there  to  legally  avoid  taxes? 

Mr.  BUCK.  Income  is  income,  how¬ 
ever  it  is  defined,  and  the  Supreme  Court 
in  these  seven  cases  has  ruled  that  a 
State  can  define  what  income  is.  It  can 
certainly  define  what  the  marital  rela¬ 
tion  is,  whether  as  to  taxes  or  anything 
else. 

Mr.  MONRONEY.  The  internal-reve¬ 
nue  department  does  not  recognize  Okla¬ 
homa’s  community-property  law  as  being 
valid,  and  the  returns  filed  under  that 
are  being  rejected  and  these  men  forced 
to  file  joint  income-tax  returns. 

Mr.  BUCK.  Not  necessarily  joint — 
separate.  I  understand  they  have  some 
objection  to  the  form  of  the  Oklahoma 
law. 

Mr.  MONRONEY.  They  claim  it  has 
not  been  ratified  by  the  United  States 
Supreme  Court,  and  it  will  probably  be 
a  year  or  two  before  that  reaches  that 
Court.  In  the  meantime,  these  Okla¬ 
homans  are  further  discriminated 
against  because  of  the  fact  that  our 
wealthy  people  can  save  money  by  mov¬ 
ing  into  community-property  States. 

Mr.  BUCK.  I  say  that  there  were 
two  reasons  why  in  my  opinion  the  ma¬ 
jority  of  the  committee,  and  the  vote 
was  close,  adopted  this  repulsive  meas¬ 
ure,  and  one  of  them  I  said  was  be¬ 
cause  of  a  misunderstanding  of  what  the 
community  property  law  is.  It  is  as 
much  a  distinct  form  of  land  tenure,  in¬ 
heritance,  and  distribution  of  income  as 
the  common  law.  Under  the  common 
law,  as  the  gentleman  from  Ohio  [Mr. 
Jenkins]  pointed  out,  the  husband  took 
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possession  of  all  of  his  wife’s  property, 
personalty,  and  income,  from  the  day 
that  she  was  married.  There  is  no  ques¬ 
tion  about  that.  He  had  absolute  con¬ 
trol.  Under  this  form  of  law  the  hus¬ 
band  and  wife  enter  into  what  we  call  a 
partnership  from  the  day  they  become 
married. 

Mr.  MAGNUSON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  BUCK.  Yes. 

Mr.  MAGNUSON.  I  am  in  the  same 
situation  somewhat.  I  come  from  the 
State  of  Washington  and  the  community 
property  law  has  been  a  part  of  our  law 
ever  since  prior  to  statehood.  I  hope  the 
gentleman  will  enlarge  upon  the  fact 
that  if  this  provision  becomes  a  law  it 
will  mean  the  rewriting  in  the  State  of 
Washington  of  wills,  property  settle¬ 
ments,  and  the  rewriting  of  decisions.  In 
other  words,  it  will  change  the  whole 
basic  marital  community  property  law 
in  our  State,  because  our  State  has  held 
time  and  time  again  that  a  thing  that  is 
taxable  is  tangible  estate,  and  if  it  be¬ 
comes  joint  estate  in  our  State,  we  will 
have  to  rewrite  our  basic  law,  which  we 
have  had  for  almost  a  hundred  years. 

Mr.  BUCK.  I  thank  the  gentleman 
for  his  contribution. 

Mr.  MAGNUSON.  I  will  say  further 
that  I  think  we  should  have  been  en¬ 
titled,  on  a  thing  as  important  as  this 
is  to  these  eight  States,  to  at  least  pre¬ 
sent  our  problem  to  the  Ways  and  Means 
Committee,  because  it  means  millions  of 
dollars  of  adjustments  in  those  States. 

Mr.  BUCK.  It  means  millions  of  dol¬ 
lars  of  adjustments  in  those  eight  States, 
but  it  probably  will  mean  perhaps  billions 
of  dollars  of  adjustments  in  the  other  40 
States 

Mr.  SANDERS.  Will  the  gentleman 
yield  to  me  in  connection  with  the  re¬ 
marks  of  the  gentleman  from  Washing¬ 
ton? 

Mr.  BUCK.  I  yield. 

Mr.  SANDERS.  The  gentleman’s  ob¬ 
servations  are  correct,  provided  this  pro¬ 
posed  legislation  is  held  to  be  constitu¬ 
tional  with  regard  to  the  community- 
property  States,  because  a  very  profound 
constitutional  question  is  involved  as  to 
whether  this  Congress  has  a  right  upon 
its  own  motion  to  simply  cancel  State 
legislation  that  has  been  on  the  statute 
books  for  a  century  or  more. 

Mr.  BUCK.  I  do  not  know  whether 
the  gentleman  was  in  the  Chamber  when 
I  started  my  remarks,  but  at  that  time 
I  stated  I  had  very  grave  doubt  about 
the  constitutionality  of  this  bill  as  it 
affected  community-property  States. 

Mr.  DISNEY.  Will  the  gentleman 
yield  further? 

Mr.  BUCK.  I  yield. 

Mr.  DISNEY.  To  my  mind,  this  is  an 
absurd  suggestion  that  the  community- 
property  laws  of  the  States  are  going  to 
be  abolished  by  this  tax  statute.  It  does 
nothing  of  the  kind.  The  Robbins  case 
simply  held - 

Mr.  BUCK.  Oh,  that  was  overruled 
afterward. 

Mr.  DISNEY.  But  that  case  simply 
held  that  the  Congress  could,  if  it  wanted 
to,  assume  control  over  the  community- 
property  situation  so  far  as  taxes  are  con¬ 
cerned,  and  that  alone. 

LXXXViI— — 413 


Mr.  BUCK.  Ch,  it  did  not  even  hold 
that,  I  regret  to  inform  my  colleague 
from  Oklahoma,  whose  legal  opinion  is 
usually  correct  but  he  is  entirely  wrong 
on  the  Robbins  case. 

Mr.  DISNEY.  What  dees  it  do,  then? 
Did  not  Justice  Roberts  say  that  if  the 
Congress  saw  fit,  it  had  a  right  to  tax  in 
community-property  States  as  in  other 
States  and  did  that  imply  the  setting 
aside  of  community-property  laws? 

Mr.  BUCK.  That  was  pure  dictum. 
Now,  if  the  gentleman  will  forgive  me,  I 
would  like  to  finish  my  statement. 

Mr.  DISNEY.  I  will  read  what  Justice 
Roberts  said. 

Mr.  BUCK.  Now,  just  a  minute.  My 
time  is  drawing  to  a  close. 

Mr.  DISNEY.  For  your  information, 
here  is  what  Justice  Roberts  said: 

Even  if  we  are  wrong  as  to  the  law  of  Cali¬ 
fornia,  assuming  that  a  wife  had  an  interest 
in  the  community  income  which  the  Con¬ 
gress  could  tax,  if  so  minded,  it  does  not 
follow  that  Congress  could  not  tax  the  hus¬ 
band  for  the  whole. 

Mr.  BUCK.  The  Robbins  case  has  been 
cited  by  my  distinguished  friend  from 
Oklahoma.  What  he  read  was  only  dic¬ 
tum  of  the  Court.  However,  in  view  of 
the  fact  that  it  was  called  to  the  atten¬ 
tion  of  the  Committee,  I  feel  that  I 
should  state  that  in  respect  of  the  judi¬ 
cial  interpretation  of  the  Constitution  of 
California,  and  laws  enacted  under  it, 
most  of  such  judicial  interpretation  was 
made  by  jurists  who  were  familiar  with 
the  common  law  and  not  with  the  civil 
law.  Under  the  influence  of  decisions 
where  California  courts  had  used  lan¬ 
guage  such  as  indicated  that  the  wife  did 
not  have  an  actual  vested  interest  in  the 
common  income,  the  Robbins  case  was 
decided. 

Whatever  the  imperfections  of  the  Cal¬ 
ifornia  law  were  at  that  time,  they  were 
very  definitely  cured  by  act  of  the  legis¬ 
lature  later,  acting  under  the  constitu¬ 
tional  provision  of  article  XI,  section  14. 
For  those  who  cared  to  follow  the  matter 
legally,  I  cite  the  cases  of  Siberell  v. 
Siberell  (214  Calif.  767),  and  Stewart  v. 
Stewart  (199  Calif.  318),  and  the  earlier 
case  of  Dow  v.  Gould  &  Curry  S.  M.  Co. 
(131  Calif.  629),  page  640,  in  which  it 
was  said: 

The  only  marked  exception  (to  the  adop¬ 
tion  of  the  common  law)  is  found  in  the 
section  under  consideration,  providing  for 
the  separate  property  of  the  wife  and  the 
common  property  of  both  husband  and  wife. 

Now,  the  community  system  remained 
in  California  by  virtue  of  the  Treaty  of 
Guadalupe-Hidalgo.  It  has  always  been 
there.  There  is  no  discrimination,  there¬ 
fore,  against  the  Eastern  States  and  there 
is  no  manipulation  against  the  income- 
tax  lav/s  of  the  United  States.  It  is  only 
a  question,  gentlemen,  of  whose  income 
you  are  taxing. 

Well,  let  us  see  what  Attorney  General 
Stone,  who  is  now  Chief  Justice  of  the 
United  States,  said  with  reference  to 
the  confusion  that  existed  in  the  Cali¬ 
fornia  courts — and  it  was  the  confusion 
in  the  California  courts  that  caused  the 
decision  in  the  Robbins  case.  I  know 
that  most  of  those  who  are  listening  to 
me  are  not  familiar  with  the  Robbins 
case,  but  that  was  a  community  prop¬ 


erty  income-tax  case,  in  which  income 
tax  was  held  assessable  entirely  to  the 
husband. 

The  confusion  in  the  decisions  of  the  Cali¬ 
fornia  courts  with  respect  to  the  wife’s  in¬ 
terest  in  community  property  has  undoubt¬ 
edly  arisen  from  the  fact  that  the  courts 
have  been  attempting  in  their  opinions  to 
apply  the  terminology  of  the  common  law 
to  community  property,  which  embodies  a 
legal  concept  wholly  foreign  to  the  common 
law  and  under  which  the  terminology  of  the 
common  law  cannot  be  applied  with  accuracy 
and  precision  (34  O.  A.  G.  395). 

I  am  not  going  to  go  into  the  commu¬ 
nity  property  any  more.  I  will  have  to  re¬ 
fuse  to  yield,  because  I  have  some  things 
that  deal  with  the  principle  of  this  mat¬ 
ter.  As  long  as  Attorney  General  Stone 
is  Chief  Justice  of  the  Supreme  Court 
we  may  assume  that  he  may  feel  the 
same  way  about  any  legal  case  that 
comes  before  him  in  regard  to  this  sub¬ 
ject. 

It  is  true  that  the  counsel  for  the 
Joint  Committee  on  Internal  Revenue 
Taxation  has  endeavored  to  differenti¬ 
ate  and  distinguish  the  case  of  Hoeper 
against  the  Tax  Commission  of  Wiscon¬ 
sin,  which  held  a  State  could  not  tax  a 
husband  and  wife  on  the  total  of  the  in¬ 
come,  his  income  and  her  income,  where 
the  tax  would  be  greater  than  the  sum 
of  the  tax  that  would  be  due  if  the  in¬ 
comes  of  husband  and  wife  had  been 
separately  taxed.  It  is  true  that  the  bill 
before  the  House  has  been  worded  dif¬ 
ferently  from  the  Wisconsin  statute  in 
an  attempt  to  circumvent  the  Constitu¬ 
tion,  but  I  still  hold  to  the  principle  laid 
down  by  the  Supreme  Court  in  those 
seven  cases,  and  elsewhere,  that  we  can¬ 
not  do  indirectly  what  we  cannot  do 
directly.  If  we  wish  to  maintain  stabil¬ 
ity  in  our  democratic  system  and  have 
any  respect  for  property  rights,  it  seems 
to  me  that  we  cannot  approve  radical 
and  sudden  departures  from  a  system  so 
long  established,  which  has  been  ratified 
by  these  judicial  decisions. 

The  gentleman  from  Washington  [Mr. 
Magnuson]  asked  me  to  discuss  further 
the  question  of  what  effect  this  law  might 
have  upon  established  legal  transactions. 
It  is  my  opinion  that  our  citizens,  relying 
upon  laws  long  in  existence,  ratified  by 
the  courts,  have  conducted  thousands  of 
transactions  the  results  of  which  will 
now  be  adversely  affected,  in  spite  of  the 
fact  that  many  of  those  transactions  are 
irrevocable  in  character.  Many  a  man 
has  given  property  to  his  wife — and  I  am 
not  talking  about  community-property 
States  now — many  a  man  has  given  prop¬ 
erty  to  his  wife  and  paid  the  gift  tax. 
It  is  true  there  may  be  annual  income- 
tax  saving,  but  it  may  take  10  years  for 
that  saving  to  equal  the  amount  of  the 
tax.  Meanwhile  the  Government  has 
used  that  money. 

Somebody  will  say  he  saves  the  estate 
tax.  That  is  not  necessarily  true.  If 
the  wife  dies  first  and  the  property  re¬ 
verts  to  him,  he  will  not  save  a  dollar  of 
estate  tax.  In  any  event,  the  estate  will 
be  taxable  on  the  death  of  the  wife,  and 
if  she  dies  first  the  total  estate  tax  on  the 
couple  will  be  greater  than  if  the  gift 
had  not  been  made. 
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In  the  third  place,  I  believe  that  the 
rights  of  the  women  of  this  country  will 
be  seriously  affected.  It  took  a  long  time 
for  women  to  acquire  the  right  to  receive 
income  from  their  own  property;  now 
that  they  have  that  right  we  are  attempt¬ 
ing  to  say  to  them  your  rate  of  tax  will 
depend  not  only  on  how  much  income 
you  receive  from  your  separate  property 
but  it  will  also  depend  on  the  size  of  your 
husband’s  income. 

Finally,  I  predict  administrative  diffi¬ 
culties  will  arise  in  the  application  of  the 
compulsory  joint  return.  It  will  be  diffi¬ 
cult  to  prove  that  a  husband  and  wife 
are  living  together  in  many  cases,  and  the 
exact  liability  of  each  spouse  for  the  tax 
will  be  difficult  to  determine.  Some  per¬ 
sons  of  judgment  even  think  that  the 
provision  may  discourage  marriages  and 
encourage  separations  and  even  divorces. 

Before  concluding,  I  wish  to  state  a  few 
practical  examples  of  how  the  compul¬ 
sory  return  will  affect  our  married 
couples. 

As  a  first  example,  assume  a  married 
couple,  the  husband  having  a  net  income 
from  salary  of  $4,000  and  the  wife  having 
a  net  income  from  salary  of  $2,000.  Un¬ 
der  the  law  as  it  now  stands  on  the  basis 
of  separate  returns,  the  combined  tax 
on  the  married  couple  would  be  $149.60. 
Under  the  new  rates  proposed  in  this  bill, 
assuming  separate  returns  still  allowed, 
the  combined  tax  would  be  $386.10,  an  in¬ 
crease  of  158.1  percent  over  the  tax  im¬ 
posed  by  existing  law.  Under  the  new 
rates  proposed  in  this  bill,  coupled  with 
the  compulsory  joint  return,  the  total  tax 
would  be  $435.60,  or  an  increase  in  tax 
over  existing  law  of  191.2  percent. 

As  a  second  example,  assume  that  the 
husband  has  a  net  income  from  salary  of 
$10,000  and  the  wife  a  net  income  from 
salary  on  her  separate  property  of  $5,000. 


Tax  on  husband  and  wife  on  basis  of 
separate  returns  under  present  law  and  tax 
on  husband  and  wife  on  basis  of  proposed  in¬ 
creased  rates  in  revenue  bill  of  1941  on  basis 
of  separate  returns,  and  tax  on  husband  and 
wife  on  basis  of  compulsory  joint  returns  and 
proposed  new  rates. 

Assumptions:  (1)  Income  of  husband  in 
all  cases  two-thirds  of  aggregate  and  of  wife 
one-third;  (2)  maximum  earned  income  al¬ 
lowances;  (3)  no  dependents;  (4)  husband 
takes  $1,500  of  personal  exemption,  wife  $500. 

Mr.  BUCK.  In  conclusion,  let  me  call 
ycur  attention  to  the  fact  that  this  reve¬ 
nue  bill  will  be  retroactive  over  a  period 
of  8  or  9  months  and  that,  therefore,  the 


The  combined  tax  under  existing  law 
would  be  $792.  Under  the  proposed  rates 
in  the  new  bill,  if  separate  returns  were 
allowed,  the  combined  tax  would  be 
$1,815,  or  an  increase  of  129.2  percent. 
Under  the  new  rates,  coupled  with  the 
compulsory  joint  return,  the  total  tax 
would  be  $2,545.40,  an  increase  of  221.4 
percent  over  existing  law. 

Finally,  to  show  that  the  proposed  bill 
affects  the  smaller  incomes  more  than 
the  large  incomes,  I  will  give  a  third  and 
last  example. 

Assume  the  husband  has  a  net  income 
of  $600,000  and  the  wife  a  net  income  of 
$300,000.  Under  present  law  the  com¬ 
bined  tax  is  $590,398.20.  Under  the  new 
rates  contained  in  the  bill,  but  on  the 
basis  of  separate  returns,  the  combined 
tax  would  be  $621,047.70,  an  increase  of 
5.2  percent.  On  the  basis  of  the  new 
rates  and  the  compulsory  joint  return  the 
total  would  be  $658,119.60,  or  an  increase 
in  the  tax  burden  of  11.5  percent  more 
than  that  imposed  by  existing  law. 

At  this  point  I  ask  unanimous  consent 
to  have  inserted  in  the  Record  a  brief 
table  showing  the  effect  of  the  new  rates 
and  the  compulsory  joint  return  on  vari¬ 
ous  specimen  net  incomes. 

Mr.  Chairman,  I  have  prepared  a  table 
showing  the  effect  of  the  new  income-tax 
rate  on  husband  and  wife  on  the  basis  of 
separate  returns  under  the  present  law 
and  under  the  proposed  increased  rates 
in  the  bill,  and  the  tax  on  husband  and 
wife  on  the  basis  of  compulsory  joint  re¬ 
turns  under  the  proposed  new  rates. 
This  has  been  prepared  by  me  personally, 
and  I  ask  permission  to  insert  it  at  this 
point  in  the  Record. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

The  table  referred  to  follows: 


compulsory  joint  return  requirement  su¬ 
perimposed  on  greatly  increased  rates 
will  result  in  great  hardship  this  year, 
because  our  citizens  have  had  no  certain 
knowledge  of  the  change,  and  no  oppor¬ 
tunity  was  given  in  the  hearings  before 
the  Ways  and  Means  Committee  for  the 
public  to  express  its  view,  since  there  was 
no  intimation  until  long  after  the  hear¬ 
ings  were  concluded,  that  any  such  pro¬ 
posal  as  a  compulsory  joint  return  would 
be  considered. 

The  proposal  should  not  be  considered 
at  this  time  or  in  this  bill  simply  for  the 
last  reason  I  have  stated,  that  it  ought 


to  be  thoroughly  studied  by  all  members 
of  the  committee  and  understood  by  the 
public  before  any  action  is  taken. 

I  sincerely  hope  that  the  motion  to 
strike  section  111  from  the  bill  will  be 
carried  overwhelmingly. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Indiana  [Mr.  Springer]. 

Mr.  SPRINGER.  Mr.  Chairman,  I 
would  deem  that  I  was  remiss  in  my 
duty  here  as  the  Representative  of  some 
300,000  people  in  my  congressional  dis¬ 
trict  if  I  should  not  speak  upon  this 
pending  measure,  which  is  the  largest 
revenue  bill  to  be  presented  to  any  Con¬ 
gress  in  this  Nation.  H.  R.  5417  will  be 
a  staggering  blow  to  the  people  of  this 
Nation  when  it  is  passed,  and  I  appre¬ 
hend  that  this  bill  will  be  passed  by  the 
House.  This  bill,  and  the  sorry  impli¬ 
cations  involved,  is  merely  evidence  of 
the  fact  that  when  our  Government 
spends  money  our  taxpayers  must  re¬ 
spond,  because  the  source  of  the  revenue 
for  our  country  is  in  the  taxpayers.  This 
bill  presents  another  fact  to  the  people, 
and  that  fact  is  that  when  we  spend 
money  pay  day  will  come  after  a  while, 
and  we  have  to  meet  that  obligation.  It 
is  tragic  to  think  that  some  of  our  people 
occupying  places  both  high  and  low  ap¬ 
pear  to  have  entirely  forgotten  that  pay 
day  will  come  in  the  future.  Today  we 
are  facing  the  pay  day  for  the  tremen¬ 
dous  spending  by  our  Government 
throughout  the  8J/2  years  of  this  admin¬ 
istration. 

Mr.  Chairman,  I  cannot  subscribe  to 
the  method  used  in  presenting  this  bill 
under  a  closed  rule.  I  voted  against  the 
closed  rule  here  presented,  because  under 
that  form  of  gag  rule  the  Members  of 
the  House  do  not  have  a  fair  opportunity 
of  presenting  amendments  to  the  various 
provisions  of  the  bill,  and  there  is  no  op¬ 
portunity  given  to  vote  upon  the  various 
provisions  contained  in  the  bill  separate¬ 
ly.  The  sole  and  only  provision  con¬ 
tained  in  this  bill  which  is  subject  to 
amendment  is  the  policy  of  joint  returns 
by  husband  and  wife.  Every  other  pro¬ 
vision  contained  in  this  bill,  regardless 
of  what  those  provisions  may  be,  are  not 
the  subject  of  any  amendment  by  any 
Member,  and  the  final  vote  will  be  on 
the  bill,  and  it  will  have  to  be  voted  “up” 
or  “down.”  In  other  words,  this  revenue 
bill,  which  will  raise  approximately 
$3,500,000,000  annually  from  the  taxpay¬ 
ers  of  this  Nation,  has  been  presented  to 
the  House  under  a  gag  rule  of  the  very 
worst  type,  which  gives  the  right  to  the 
committee  to  present  but  one  amend¬ 
ment,  and  that  respecting  the  question 
of  the  joint  or  separate  returns  by  hus¬ 
band  and  wife;  every  other  provision 
contained  in  this  bill,  however  repul¬ 
sive  the  same  may  be  and  however  dis¬ 
astrous  those  previsions  may  be  to  busi¬ 
ness  and  industry,  must  be  either  ac¬ 
cepted  or  rejected.  I  have  opposed 
every  gag  rule  that  has  been  presented 
to  the  House  since  I  came  here,  and  I 
will  continue  my  opposition  to  that  type 
of  rule  as  long  as  I  continue  to  serve 
the  good  people  of  the  Tenth  Congres¬ 
sional  District  of  Indiana,  which  I  have 
the  distinct  honor  to  represent.  I  can¬ 
not  concur  with  any  type  of  legislation 
which  is  literally  forced  upon  the  Mem- 


Table  showing  taxes  on  various  net  incomes 


Tax  under 
present  law, 
separate 
returns 

Tax  under 
new  rates, 
separate 
returns 

Percent  in¬ 
crease  due 
to  rates 

Tax  under 
new  rates 
and  compul¬ 
sory  joint 
returns 

Percent  in¬ 
crease  due 
to  rates 
and  com- 
.  pulsory 
joint  re¬ 
turns 

Percent  in¬ 
crease  of 
joint  re¬ 
turn  tax 
over  tax 
under  new 
rates  with 
separate 
returns 

Aggregate  net  income  ol  husband 
and  wife: 

S3, COO . 

£30. 80 

$85. 80 

178.  6 

£85.  80 

178.  6 

0 

SO,  000 . 

149.  60 

386.  10 

158. 1 

435.  60 

191.2 

12,8 

$9,000. . 

290.  40 

768.  90 

164.8 

961.  40 

231. 1 

25.0 

$12,000 _ 

502.  70 

1,239.  70 

146,6 

1,  663.  20 

230.  8 

34.2 

$15,000 _ 

792.  00 

1,  815.  CO 

129.2 

2,  545.  40 

221.  4 

40.2 

$24, COO . 

2,  020.  70 

4,  110.  70 

103.  4 

6,  032.  40 

198.  5 

46.7 

$36,000 _ 

4,  687. 10 

8,  361.  10 

78.4 

12,  038.  40 

156.  8 

43.9 

$60,000 _ 

12,  521.  30 

19,  429.  30 

55.  2 

26,  206.  40 

109.3 

34.9 

£90,000 . . 

25,  759.  80 

36,  215.  SO 

40.  6 

46,  204.  40 

79.4 

27.6 

£150,000 _ 

58,  660.  SO 

74,  561.  30 

27. 1 

88,  299.  60 

50.  5 

18.4 

£900,000 . . 

590,  398.  20 

621,  047.  70 

5.2 

658, 119.  60 

11.5 

6.0 
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bers  of  the  Congress.  It  destroys  the 
freedom  of  the  Members  to  represent 
the  people  and  it  destroys  the  oppor¬ 
tunity  of  the  independence  of  the  repre¬ 
sentatives  of  the  people  to  legislate  in 
their  behalf.  In  this  very  instance  the 
members  of  one  committee  of  the  House, 
consisting  of  a  very  great  minority  group 
of  this  entire  membership,  by  the  token 
of  this  gag  rule  are,  in  substance,  legis¬ 
lating  for  this  entire  body.  This  method 
entirely  destroys  representative  govern¬ 
ment  in  our  country.  To  this  very 
reprehensible  plan  I  can  never  concur. 

Mr.  Chairman,  at  the  outset  of  my  re¬ 
marks  I  stated  that  this  pending  bill 
is  evidence  that  pay  day  has  come. 
Throughout  the  past  8V2  years  the  tragic 
spending  of  the  taxpayers’  money  has 
continued.  There  has  been  no  abate¬ 
ment  in  that  policy.  It  is  continuing  to 
this  very  hour.  The  people  have  been 
appalled  at  the  unbusinesslike  procedure 
of  this  administration,  because  it  has 
proceeded  as  if  pay  day  would  never 
come.  The  huge  spending  program  of 
this  administration,  directed  by  the  Chief 
Executive  and  augmented  by  the  vari¬ 
ous  heads  of  departments,  has  led  us  into 
a  staggering  debt,  and  this  debt  had 
reached  almost  $46,000,000,000  before  we 
began  our  preparations  for  defense  of  our 
country.  We  have  been  advised,  quite 
recently,  that  the  expenditure  of  money, 
embraced  in  appropriations  and  authori¬ 
zations,  has  almost  reached  the  stupen¬ 
dous  sum  of  $50,000,000,000  for  national 
defense.  Therefore  we  find  that  our  debt 
is  rapidly  approaching  the  $100,000,000,- 
000  mark.  Yet,  in  the  face  of  our  de¬ 
pleted  financial  standing — in  the  face  of 
onrushing  bankruptcy — practically  every 
nondefense  item  which  is  presented  to  the 
Congress  is  voted  through  by  the  majority 
just  as  if  we  have  a  well-filled  Treasury. 
It  is  the  spending  program  running  riot. 
It  is  tragic  to  behold.  Practically  every 
measure  which  has  been  presented  to 
the  Seventy-seventh  Congress,  which  em¬ 
braced  nondefense  items,  has  been  largely 
increased  over  the  appropriations  re¬ 
quested  for  previous  years.  We  are  now 
faced  with  unnecessary  items,  such  as  the 
St.  Lawrence  seaway  project  and  many 
others,  which  will  cost  untold  sums  of 
money,  and  which,  by  the  wildest  stretch 
of  the  imagination,  could  not  be  con¬ 
strued  as  defense  items.  These  nonde¬ 
fense  items  must  be  entirely  eliminated 
which  are  unnecessary,  and  those  items 
of  expense  in  the  various  departments 
of  Government  must  be  greatly  reduced 
in  order  that  we  may  proceed  to  the  com¬ 
pletion  of  our  defense  program.  I  have 
urged  that  all  nondefense  items  be  dras¬ 
tically  reduced,  and  I  am  convinced  that 
such  reductions  can  be  made  to  the  ex¬ 
tent  of  more  than  $2,000,000,000  annually 
without  impairing  the  civil  functions  of 
our  Government.  This  reduction  is  es¬ 
sential  if  we  are  to  be  able  to  withstand 
the  tremendous  financial  strain  we  are 
certain  to  face  in  the  future. 

Mr.  Chairman,  I  wonder  what  our  situ¬ 
ation  would  be  if  we  should  eventually 
become  involved  in  a  shooting  war?  One 
of  the  essentials  in  war  is  a  well-filled 
treasury.  Our  Treasury  is  empty.  We 
have  a  staggering  debt  upon  us.  All  of 
this  stands  before  us  now,  and  we  are 
yet  at  peace.  Our  taxpayers  throughout 


the  Nation  are  struggling  to  pay  their 
taxes,  they  are  facing  regulations  on 
every  hand — our  farmers  are  forced  to 
curtail  their  production  or  they  face  a 
penalty — yet  they  must  aid  in  feeding 
the  nonproducing  people  of  the  world, 
and  our  people  have  this  oncoming  bur¬ 
den  of  the  largest  tax  measure  ever  pre¬ 
sented  to  face  again.  They  must  meet 
it — how  they  will  be  able  to  do  it  no  one 
can  tell.  The  vast  amount  of  money  al¬ 
ready  appropriated,  and  authorized,  for 
national  defense  is  being  rushed  into  the 
preparation  for  war;  it  is  being  expended 
rapidly,  and  in  many  instances  unwisely. 
Business  methods  should  be  developed  in 
every  branch  of  our  defense  program  in 
order  that  we  may  receive  $1  in  value  for 
every  dollar  which  we  spend.  Our  de¬ 
fense  is  costing  us  greatly  in  excess  of 
that  of  any  other  nation.  The  waste 
and  extravagance  in  the  Army  camps 
and  in  the  production  plants  is  appalling. 
Germany,  with  her  great  debt  following 
the  last  World  War,  conserved  her 
finances.  She  developed  her  national- 
defense  materials,  her  planes,  tanks,  and 
guns,  she  developed  her  army,  all  at 
much  less  cost  than  we  are  doing.  Yet 
we  are  wildly  squandering  our  resources, 
and  at  a  time  when  we  are  facing  ex¬ 
treme  peril  in  our  financial  structure. 
If  this  orgy  continues  I  fear  a  complete 
break-down  of  our  entire  financial  struc¬ 
ture.  Our  people  cannot  stand  the 
very  heavy  imposition  of  excessive  taxes 
upon  them  in  the  face  of  the  present 
existing  conditions  in  our  country.  We 
are  facing  a  sad  and  sorrowful  future. 

Mr.  Chairman,  we  must  develop  our 
national  defense  so  we  may  be  able  to 
resist  the  attack  of  any  foe,  but  this  must 
be  done  both  wisely  and  sanely.  The 
money  of  the  people  must  not  be  frittered 
away,  but  it  must  be  spent  for  needed 
and  essential  things  and  the  great  waste 
which  has  been  discovered  must  be 
stopped.  Our  people  must  not  be  en¬ 
gulfed  by  large  taxes  and  the  money 
wasted.  It  must  be  spent  wisely  and 
prudently.  The  people  demand  that 
strict  business  policies  be  followed  in  this 
huge  development.  We  must  think  of 
the  future,  and  we  must  think  of  the 
days  ahead  when  this  defense  prepara¬ 
tion  is  over.  We  must  prepare  to  defend 
ourselves  against  want  and  hunger,  and 
we  must  consider  the  lives  of  the  children 
of  today  who  will  become  the  taxpayers 
of  tomorrow.  We  must  think  of  the  des¬ 
tiny  of  our  Nation. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
Kansas  [Mr.  Carlson!. 

Mr.  CARLSON.  Mr.  Chairman,  we 
have  had  some  very  excellent  considera¬ 
tion  of  this  bill  on  the  floor,  and  I  will 
say  that  3  months  of  study  and  labor  in 
the  writing  and  reporting  of  this  bill  has 
led  every  member  of  the  committee,  I 
believe,  and  every  Member  of  Congress 
tc  think  seriously  of  the  pay  day  men¬ 
tioned  by  the  gentleman  from  Indiana. 
No  one  can  study  the  finances  of  this 
country  without  being  greatly  concerned 
about  them. 

I  realize  that  it  will  be  hard  to  touch 
on  any  new  phase  of  taxation  that  has 
not  been  covered  by  previous  speakers, 
but  I  do  appreciate  the  kindness  of  the 
Committee  in  giving  me  this  time.  Our 


committee  has  worked  hard  on  this  bill. 
It  is  not  a  perfect  bill.  In  fact  no  tax 
bill  is  ever  classed  as  a  perfect  bill,  or 
even  a  good  bill.  We  have  now  reached 
the  place  in  our  national  economy  where 
we  must  have  additional  tax  revenue. 
Eleven  years  of  deficit  financing  for  any 
nation  is  sufficient  cause  for  alarm. 

Our  citizens  have  been  demanding  more 
and  more  contributions  and  subsidies 
from  the  Federal  Treasury.  These  funds 
have  been  voted  and  now  pay  day  is  here. 
Pay  day  has  arrived  at  a  very  inoppor¬ 
tune  time.  The  world  is  in  turmoil.  Wars 
and  fears  of  war  affect  every  Nation. 
We  entered  World  War  No.  1  with  a  na¬ 
tional  debt  of  $1,000,000,000.  Today  our 
Nation,  threatened  with  war,  has  a  na¬ 
tional  debt  of  over  $50,000,000,000.  Some 
believe  cur  national  debt  will  reach  $100,- 
000,000,000  in  the  very  near  future.  This 
tax  bill  is  the  largest  ever  presented  to 
Congress  and  even  that  falls  far  short  of 
needed  revenue.  It  seems  almost  futile 
to  report  to  the  House  a  revenue  bill  of 
three  and  one-half  billion  dollars  when 
we  are  spending  between  twenty  and 
twenty-five  billion  dollars  this  year.  It 
will  be  necessary  to  borrow  about  $1 
additional  for  every  dollar  collected  in 
taxes.  This  disparity  would  not  be  so 
bad  if  we  could  assure  the  country  that 
our  Federal  expenditures  would  soon  be 
reduced.  We  are  spending  our  reserves 
and  placing  an  unbearable  financial  bur¬ 
den  on  our  resources.  Our  children  will 
look  back  to  this  period  in  our  Nation’s 
history  as  a  period  of  waste  and  extrava¬ 
gance. 

Since  January  1,  1940,  Congress  has 
voted  over  $52,000,000,000  for  national 
defense.  We  may  get  a  better  picture  of 
how  much  money  that  is  if  we  realize  that 
the  entire  agricultural  net  worth  of  the 
United  States  is  around  $30,000,000,000. 
We  have  voted  funds  for  national  defense 
during  the  last  13  months  that  equal  one 
and  two-thirds  times  the  value  of  every 
farm,  all  farm  machinery  and  livestock  in 
the  entire  United  States.  There  are  ap¬ 
proximately  6,500,000  farms  in  the  Na¬ 
tion,  and  if  this  load  were  equally  dis¬ 
tributed  it  would  mean  a  debt  of  $8,000 
per  farm.  Remember,  also,  that  this  does 
not  include  the  money  voted  by  Congress 
for  nonmilitary  expenditures.  The  value 
of  all  farms,  farm  machinery,  and  live¬ 
stock  in  the  State  of  Kansas  totals  $1,- 
662,423,150.  The  large  sum  of  $52,000,- 
000,000  means  that  we  have  voted  in  18 
months  for  national  defense  the  agricul¬ 
tural  net  worth  of  30  States  equal  in  agri¬ 
cultural  net  worth  to  the  great  farming 
State  of  Kansas. 

I  do  not  mention  these  figures  in  order 
to  express  opposition  to  national-defense 
expenditures.  I  do  mention  them  be¬ 
cause  I  believe  it  is  time  for  every  citizen 
to  demand  justification  for  every  dollar 
spent.  No  one  but  an  anarchist  would 
deny  we  must  have  funds  for  national 
defense  and  general  Government  ex¬ 
penditures.  However,  no  citizen  wants 
any  of  his  tax  money  squandered  or 
wasted.  Those  who  are  spending  our 
national-defense  funds  must  be  required 
to  give  an  accounting. 

BROADEN  THE  TAX  BASE 

My  one  criticism  of  this  tax  bill  is  that 
we  did  not  broaden  the  tax  base.  The 
exemptions  in  this  bill  are  the  ones  we 
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adopted  in  the  Revenue  Act  of  1940.  Our 
Nation  is  facing  a  national  emergency, 
and  under  these  circumstances  we  should 
call  on  every  citizen  to  contribute  a  part 
of  his  income  to  the  Federal  Treasury. 
Remember,  when  we  speak  of  personal 
income  taxes,  we  mean  net  income.  Un¬ 
der  this  bill  a  married  man  with  two  de¬ 
pendents  pays  an  income  tax  of  $11  on  a 
net  income  of  $3,000.  The  married  man 
who  has  a  net  income  of  less  than  $2,000 
makes  no  direct  contribution  to  our  Gov¬ 
ernment.  A  married  man  with  $2,500 
net  income  pays  $38.  This  may  not  be  a 
popular  suggestion,  but  3  months  of  study 
on  this  tax  bill  has  convinced  me  we  must 
either  broaden  the  base  or  vote  a  general 
sales  tax.  Certainly  you  cannot  justify 
these  exemptions  in  an  emergency.  We 
need  reduced  personal  income-tax  exemp¬ 
tions  in  order  to  halt  an  inflationary 
price  movement  which  may  be  very  de¬ 
structive.  We  need  reduced  personal  in¬ 
come-tax  exemptions  so  that  more  of  our 
citizens  would  become  tax-conscious. 
How  can  we  reduce  Federal  expenditures 
when  we  have  some  13,000,000  of  our  citi¬ 
zens  receiving  nondefense  money  in  the 
form  of  salaries,  pensions,  farm  pay¬ 
ments.  and  so  forth,  while  only  about 
7,000,000  of  our  citizens  pay  taxes  di¬ 
rectly  to  the  Treasury?  As  long  as  we 
have  this  condition  it  will  be  practically 
impossible  to  secure  a  reduction  in  Gov¬ 
ernment  expenditures.  It  would,  of 
course,  be  easier  to  vote  excise  or  hidden 
taxes.  The  average  citizen  is  already 
spending  a  large  part  of  his  salary  in 
hidden  taxes.  Few  realize  how  much  a 
sales  tax  costs  the  average  family.  A 
general  sales  tax  is  no  doubt  the  easy  way 
to  raise  a  large  amount  of  revenue.  The 
questions  is,  Is  it  the  fair  way?  This  tax 
is  levied  and  collected  without  regard  to 
ability  to  pay.  The  farmer,  laborers,  and 
low-income  groups  would  carry  more 
than  their  share  of  the  burden. 

The  Iowa  State  College  made  a  study 
of  our  present  tax  problems  at  the  re¬ 
quest  of  Mr.  Edward  A.  O’Neal,  presi¬ 
dent  of  the  American  Farm  Bureau  Fed¬ 
eration.  The  statement  submitted  by 
Mr.  O’Neal  to  the  Ways  and  Means  Com¬ 
mittee  contained  the  following  informa¬ 
tion: 

An  income  study  made  a  few  years  ago 
shows  that  18  percent  of  our  farmers,  or  a 
million  farm  families,  fell  in  the  less-than- 
$500-income  bracket  in  1935-36,  while  53  per¬ 
cent  had  an  income  less  than  $1,000. 


Percent  oi  all  non- 

relief  families  in 

Incomes 

group 

Farm 

Nonfarm 

Under  $500  _ 

18 

8 

$500  to  $999 . . . 

35 

14 

d 

o 

c 

o 

o 

23 

24 

Over  $1,500 _ 

24 

54 

Families  in  the  “less  than  $500  income” 
bracket  are  already  paying  more  than  22  per¬ 
cent  of  their  income  for  taxes  when  allowance 
is  made  for  State  and  local  as  well  as  Federal 
levies.  This  is  a  heavier  tax  burden  than  is 
borne  by  any  other  group  making  less  than 
$10,000  per  year.  The  following  table  shows 
the  percentages  of  income  now  being  taken 
from  various  groups  by  present  taxes: 


Percent  of 
income  taken 
by  present 


Income  class:  taxes' 

Under  $500 _ 22.  5 

$500  to  $1,000 _ 18.  7 

$1,000  to  $1,500 _ 18.1 

$1,500  to  $2,000 _ 18.  7 

$2,000  to  $3,000 _ 18.  5 

$3,000  to  $5,000 _  19.  0 

$5,000  to  $10,000 _ 19.  3 

$10,000  to  $15,000 _ 28.3 

$15,000  to  $20,000 _ 35.  7 

$20,000  and  over _ 43.  2 


1  G.  Cohn  and  H.  Tarasov,  Who  Pays  the 
Taxes?  These  estimates  include  the  defense 
taxes  of  1940. 

From  a  family  income  standpoint,  farmers 
are  about  in  the  same  class  as  wage  earners 
and,  as  consumers,  will  be  similarly  affected 
by  sales  or  excise  taxes,  with  the  exception 
they  do  not  spend  as  high  a  portion  of  their 
income  for  food. 

The  Iowa  State  College  study  shows  that 
under  present  tax  laws  only  $16,000,000,000, 
or  18  percent  of  a  national  income  of  $88,- 
000,000,000,  would  be  taxable.  If  we  should 
lower  present  exemptions  from  $2,000  to  $1,000 
for  the  head  of  a  family,  and  from  $800  to  $500 
for  a  single  person,  and  the  credit  for  depend¬ 
ents  from  $400  to  $200,  we  would  increase  the 
tax  base  to  approximately  $27,600,000,000,  or 
about  32  percent  of  an  $88,000,000,000  income. 
By  eliminating  the  present  “earned  income 
credit,”  we  could  add  another  $4,700,000,000 
to  this  sum,  making  the  total  tax  base  $32,- 
300,000,000,  or  37  percent  of  our  total  income. 
With  this  larger  base  a  normal  tax  of  10  per¬ 
cent  would  raise  over  $3,000,000,000,  or  five 
times  as  much  as  our  present  revenue  from 
this  tax.  Of  course,  additional  sums  must 
also  be  obtained  through  higher  excess  profits 
and  corporation  taxes  and  from  an  extension 
of  surtaxes.  The  following  table,  adapted 
from  data  supplied  by  Iowa  State  College, 
shows  the  relationship  between  national  in¬ 
come  and  the  income  tax  base  (assuming  a 
national  income  of  $88,000,000,000)  with  pres¬ 
ent  exemptions,  with  the  new  exemptions 
suggested  above,  with  one-half  these  exemp¬ 
tions,  and  with  no  exemptions: 


[Billions  of  dollars] 


Group  of  income 
receivers 

|  Net  income  1 

Earned  income 
credit 

Taxable  income 

Exemptions 

Tax  base 

ie40  EXEMPTIONS  1 

Persons  taxable _ 

33.6 

2.6 

31.0 

15.0 

16.0 

APPROXIMATELY  ONE- 
HALF  PRESENT  EX¬ 
EMPTIONS  3 

New  taxpayers . 

21.5 

2.1 

19.4 

14.7 

4.7 

1940  taxpayers . . 

33.6 

2.6 

31.0 

8. 1 

22.9 

APPROXIMATELY  ONE- 
QUARTER  PRESENT 
EXEMPTIONS  4 

New  taxpayers. . . 

10.0 

1.0 

9.0 

6.1 

2.9 

Taxpayers  under  the 
higher  exemptions... 

55.1 

4.8 

50.3 

11.4 

38.9 

NO  EXEMPTIONS 

New  taxpayers _ 

4.0 

.4 

3.6 

0 

3.6 

Taxpayers  under  the 
higher  exemptions... 

65.  2 

5.8 

59.  4 

0 

59.4 

1  After  allowable  deductions,  allowances  for  nonreport¬ 
ing,  understatement,  and  noncash  income. 

2  $2,000  for  the  head  of  a  family;  $800  for  a  single  person; 
v$4C0  for  each  child. 

2  $1,000  for  the  bead  of  a  family;  $500  for  a  single  person; 
$200  for  each  child. 

4  $500  for  the  head  of  a  family;  $250  for  a  single  person; 
$100  for  each  child. 


COORDINATE  OUR  TAX  STRUCTURE 

A  study  of  the  tax  structure  of  our 
Nation  convinces  me  that  we  must  soon 
grapple  with  the  problem  of  correlating 
our  tax  sources.  Taxes  are  now  levied 
by  the  Federal  Government,  State  gov¬ 
ernments,  county,  municipal,  and  local 
units  without  regard  for  overlapping  in 
every  field.  This  problem,  of  course 
should  have  been  seriously  studied  before 
many  of  our  taxes  were  levied.  It  has 
been  altogether  too  easy  to  raise  tax 
rates  on  existing  tax  bases  or  duplicate 
taxes  collected  by  other  taxing  units. 
The  problem  is  now  acute.  It  is  not  an 
easy  one  to  solve,  but  an  effort  should 
be  made  to  apportion  various  phases  of 
our  tax  structure  to  the  different  taxing 
units. 

The  total  tax  burden  on  the  consum¬ 
ing  public  has  increased  approximately 
100  percent  in  the  last  10  years.  A  sur¬ 
vey  by  the  National  Industrial  Confer¬ 
ence  Board  shows  that  in  1928  we  paid 

12.3  percent  of  our  national  income  in 
taxes,  while  10  years  later,  1938,  we  spent 

22.4  percent  of  our  national  income  for 
the  same  purpose.  This  rapid  increase 
is  alarming. 

We  hear  much  about  the  extremely 
high  taxes  in  Great  Britain,  yet  in  1938 
that  country  consumed  only  21.7  percent 
of  their  national  income  for  taxes.  Con¬ 
trary  to  popular  belief  we  are  already 
spending  a  greater  percent  of  our  na¬ 
tional  income  than  Great  Britain. 

The  percentage  of  the  national  income 
consumed  by  governmental  expenditures 
for  the  years  1913  and  1923  to  1939,  as 
compiled  by  Tax  Foundation,  Inc.,  is 
herewith  set  forth.  The  national  in¬ 
come  is  the  average  of  the  income  pro¬ 
duced  for  the  year  indicated  and  the 
preceding  year.  For  1939  it  is  for  the 
year  ended  June  30,  1939. 


Governmental  expenditures  and  national  in¬ 
come,  fiscal  years  1913  and  1923-39 


Year 

National 
income 
in  bil¬ 
lions  of 
dollars 

Governmental  expenditures 

Amounts 
in  mil¬ 
lions  of 
dollars 

Percent  o 

All  gov¬ 
ernmen¬ 
tal  ex¬ 
pendi¬ 
tures 

f  nationa 

Fed¬ 

eral 

1  income 

State 

and 

local 

1913 _ 

35.  4 

2,919 

8.2 

2.0 

6.3 

1923 _ 

64.  C 

8,  850 

13.7 

4.7 

9.0 

1924. __ 

69.  3 

9,  395 

13.  6 

4. 1 

9.5 

1925... 

71.7 

9,  869 

13.8 

3.9 

9.9 

1926... 

75.3 

10,  113 

13.4 

3.7 

9.7 

1927... 

75.8 

10,  453 

13.8 

3.0 

10.2 

1928... 

77.  2 

10,  972 

14.  2 

3.6 

10.6 

1929... 

SO.  9 

11,611 

14.  4 

3.7 

10.7 

1930... 

75.9 

11,943 

15.  7 

4.2 

11.  6 

1931... 

61.7 

12,  390 

20. 1 

5.8 

14.3 

1932... 

47.  2 

13, 129 

27.8 

9.4 

18.4 

1933... 

41.3 

11,  284 

27.  3 

9.2 

18.  1 

1934... 

46.  6 

13,  604 

29.2 

12.8 

16.  4 

1935... 

53.7 

15,  011 

28.0 

12.9 

15.0 

1936... 

61.  0 

17,  009 

27.  9 

14.  1 

13.3 

1937... 

68.6 

17,  187 

25.  1 

12.  2 

12.3 

1938... 

68.0 

17,  050 

25.  1 

11.  1 

14.0 

1939... 

C6.  3 

19, 100 

28.  8 

13.8 

15.0 

It  can  readily  be  seen  that  during  the 
past  decade,  1929  to  1939,  the  percent  of 
national  income  that  is  consumed  by 
governments  has  increased  from  14.4  per¬ 
cent  to  28.8  percent,  or  an  increase  of  100 
percent.  Of  these  expenditures  7.8  per¬ 
cent  represents  Government  deficits. 
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A  survey  just  completed  by  the  Ameri¬ 
can  Federation  of  Investors  of  165  of  our 
leading  corporations  gives  a  very  inter¬ 
esting  tax  study.  The  1940  taxes 
amounted  to  $735  for  every  employee  on 
the  pay  rolls  of  these  companies,  com¬ 
pared  to  $612  for  1939,  or  an  increase  in 
taxes  equal  to  $123  per  worker.  The 
taxes  of  all  kinds  for  1940 — Federal, 
State,  and  local,  of  these  165  represent¬ 
ative  corporations,  totaled  $2,565,000,000, 
which  is  an  increase  of  29.6  percent  over 
1939.  These  same  companies  paid  $3.92 
in  taxes  on  every  share  of  stock  while 
the  dividend  payments  averaged  $1.91. 
These  corporations  add  their  taxes  to  the 
cost  of  the  commodity  sold.  It  is  pure 
demagoguery  to  state  that  we  will  get  our 
tax  money  from  the  corporations.  It  is 
about  as  logical  as  the  statement  that  the 
rich  pay  all  the  taxes. 

The  corporations  in  this  group  that 
process  and  distribute  gasoline,  oil,  and 
refinery  products  were  paying  a  tax  from 
$2,729  to  $4,256  per  employee.  These 
taxes  were,  of  course,  passed  on  to  the 
consumer.  These  companies  were  the 
collecting  agents  for  the  various  taxing 
units.  My  point  is  that  there  is  great 
danger  in  placing  such  a  large  tax  burden 
on  industry  that  we  may  destroy  the 
ability  of  these  corporations  to  expand 
and  build  up  a  reserve  to  cushion  the 
shock  our  Nation  will  no  doubt  receive 
when  Government  spending  ceases. 

It  is  my  contention  that  we  must  elimi¬ 
nate  some  of  the  conflict  and  confusion 
that  is  now  existing,  and  rapidly  increas¬ 
ing,  between  Federal  and  State,  State 
and  county,  county  and  local  govern¬ 
ments.  We  need  a  correlated  tax  system. 
In  other  words  the  Federal,  State,  and 
local  governments  should  agree  to  con¬ 
fine  their  activities  to  certain  fields.  The 
gasoline  tax,  which  is  comparatively  a 
new  tax,  is  now  collected  by  the  Federal, 
State,  and  some  local  units.  My  opin¬ 
ion  is  that  this  tax  belongs  to  the  States 
and  this  never  should  have  been  invaded 
by  the  Federal  Government.  The  evolu¬ 
tion  of  it  as  a  Federal  tax  is  an  interest¬ 
ing  one.  It  was  first  approved  by  Con¬ 
gress  in  1932  as  an  emergency  tax,  the 
rate  being  I  cent  per  gallon.  The  un¬ 
derstanding  was  that  it  would  expire  in 
1933,  but  instead  it  was  extended  to  1935, 
and  during  the  period  1933  to  1934  it  was 
increased  to  1  y2  cents  per  gallon.  The 
tax  was  scheduled  to  expire  on  at  least 
four  dates  since  1932.  The  1940  Revenue 
Act  increased  the  rate  one-half  cent  per 
gallon,  which  is  the  present  rate.  The 
Treasury  recommended  a  further  in¬ 
crease  of  1  cent  which  was  not  approved 
by  the  committee.  In  many  sections  the 
tax  on  gasoline  is  equal  to,  or  over,  50 
percent  of  the  sale  price. 

There  are  over  175,000  tax  units  in  the 
United  States,  and  thousands  of  these 
overlap.  There  are  35  States  that  have 
an  income  tax  in  some  form.  There  are 
26  States,  and  at  least  2  cities,  that  have 
a  sales  tax.  Most  States  have  inherit¬ 
ance  and  estate  taxes.  Social-security 
taxes  are  collected  by  the  Federal,  State, 
and  in  some  instances,  by  county  govern¬ 
ments.  The  interpretation  of  conflicting 
tax  laws  has  resulted  in  confusion  and 
duplication.  The  collection  of  the  taxes 


has  added  a  great  burden  of  expense  on 
the  taxpayers.  Why  not  eliminate  this 
duplication  and  added  expense?  A  good 
place  to  begin  would  be  with  the  social- 
security  taxes.  The  social-security  taxes 
should  be  levied  on  a  pay-as-you-go 
basis.  The  centralization  of  the  collec¬ 
tion  and  payment  of  these  taxes  would 
eliminate  expensive  tax  collections  and 
reduce  administrative  expenses.  The 
social-security  program  should  be  na¬ 
tional  in  character.  Many  of  our  smaller 
taxing  units  are  being  forced  into  bank¬ 
ruptcy  by  this  tax  load.  Social-security 
taxes  should  never  be  collected  through 
a  property  tax,  yet  that  is  being  done  in 
several  States. 

Let  me  suggest  that  the  Congress  au¬ 
thorize  a  special  committee  to  make  a 
thorough  study  of  overlapping  taxes  and 
report  to  Congress  at  the  earliest  pos¬ 
sible  date. 

Congress  will,  no  doubt,  write  another 
revenue  bill  in  1942.  The  natural  and 
the  easy  thing  to  do  will  be  to  increase 
rates  and  reduce  exemptions  on  existing 
taxes.  I  ask,  is  it  the  fair  thing  to  do? 
Taxes  will  be  our  big  problem  for  the  next 
generation.  Let  us  meet  it  the  correct 
way — not  the  easy  way. 

Mr.  DOUGHTON.  Will  the  gentleman 
yield? 

Mr.  CARLSON.  I  yield  to  the  gentle¬ 
man  from  North  Carolina. 

Mr.  DOUGHTON.  I  was  misunder¬ 
stood.  I  said  we  might  have  to  do  that. 
There  is  no  reasonable  tax  but  what  we 
might  have  to  resort  to  it;  and  while  in 
ordinary  times,  under  normal  conditions, 
I  am  inherently  opposed  to  the  sales 
tax — and  I  have  a  record  on  that  that  is 
Nation-wide — in  an  emergency,  to  save 
our  country  and  liberties,  I  would  not 
say  definitely  that  I  would  not  favor  a 
sales  tax.  I  do  not  say  I  would.  I  cer¬ 
tainly  would  not  say  that  under  no  cir¬ 
cumstances  will  we  have  a  sales  tax. 
Perhaps  that  form  of  taxation  is  not  in 
sight.  I  think  the  gentleman  and  I 
are  in  accord. 

Mr.  CARLSON.  I  appreciate  the  gen¬ 
tleman’s  statement.  He  and  I  are  in  ac¬ 
cord.  We  all  realize  we  must  have  more 
taxes,  more  revenue,  if  we  are  to  retain 
and  maintain  our  democracy,  and  after 
all  that  is  worth  more  to  the  citizens  of 
this  country  than  individual  sales  taxes 
or  any  other  kind  of  taxes. 

Here  is  what  happens  when  you  levy 
an  excise  tax:  We  have  hundreds  of 
thousands  of  families  in  the  United  States 
that  make  less  and  receive  less  annually 
than  $500.  You  will  be  interested  per¬ 
haps  in  knowing  that  53  percent  of  the 
farm  families  of  the  entire  United  States 
receive  less  in  a  year  than  $1,000.  How 
much  do  they  pay  in  taxes?  The  Treas¬ 
ury  Department  tells  us  that  they  pay 
from  18  to  2214  percent  of  their  income 
in  hidden  taxes. 

Mr.  McKEOUGH.  Will  the  gentleman 
yield? 

Mr.  CARLSON.  I  yield  to  the  gentle¬ 
man  from  Illinois. 

Mr.  McKEOUGH.  I  am  quite  sure  it 
was  not  the  intention  of  the  gentleman 
from  Kansas  to  indicate  that  only  those 
who  were  incorporated  in  his  statement 
relative  to  farm  income  were  the  only 


ones  who  paid  the  hidden  taxes,  and  that 
they  were  the  only  ones  with  an  annual 
income  of  a  thousand  dollars  or  less. 
That  applies  also  to  every  family  whether 
they  live  on  a  farm  or  in  the  city. 

Mr.  CARLSON.  The  gentleman  is  ab¬ 
solutely  correct.  If  I  left  that  impres¬ 
sion  I  did  not  mean  to  leave  it. 

Mr.  DOUGHTON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  CARLSON.  I  yield  to  the  gentle¬ 
man  from  North  Carolina. 

Mr.  DOUGHTON.  I  am  very  much  in¬ 
terested  in  what  the  gentleman  is  say¬ 
ing  because  it  is  along  the  line  of  what 
I  have  been  thinking.  There  is  not  only 
a  serious  danger  but  there  is  a  great 
probability  that  in  this  necessary  na¬ 
tional-defense  program  a  great  many 
appropriations  were  made  that  are  not 
essential  to  national  defense,  although 
made  in  the  name  of  national  defense. 

Mr.  CARLSON.  That  is  right. 

Mr.  DOUGHTON.  That  is  the  fear  I 
have,  and  it  is  a  very  serious  fear. 

Mr.  CARLSON.  I  have  heard  our  dis¬ 
tinguished  chairman  discuss  this  so 
many  times  there  is  no  question  as  to 
his  attitude  on  it.  The  only  thing  is 
that  we  have  to  begin  thinking  seriously 
about  this  problem.  I  may  say  that  we 
have  been  under  pressure  from  chambers 
of  commerce  and  groups  at  home.  All 
are  insisting  on  Federal  expenditures. 
But  in  my  opinion,  when  this  pay  day 
hits,  there  is  going  to  be  a  different  atti¬ 
tude  in  this  Congress,  and  I  am  sure  it 
will  be  for  the  best  interests  of  our  coun¬ 
try  and  our  Government. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Iowa  [Mr.  GwynneL 

Mr.  GWYNNE.  Mr.  Chairman,  there 
are  some  things  in  this  bill  which  I  wish 
had  been  written  differently.  If  it  were 
possible  to  do  so,  I  would  like  to  offer 
certain  amendments.  However,  on  the 
whole,  I  believe  the  Ways  and  Means 
Committee  has  written  a  reasonably  good 
revenue  measure. 

A  very  few  figures  will  demonstrate  the 
urgent  need  of  some  additional  taxation. 
According  to  figures  presented  by  offi¬ 
cials  of  the  Treasury  Department  the 
expenditures  for  the  fiscal  year  begin¬ 
ning  July  1,  1941,  will  be  approximately 
$19,000,000,000.  Of  that  sum  there  will 
be  required  for  the  Army,  Navy,  and  for 
expenditures  under  the  lease-lend  law 
about  $12,700,000,000.  Of  course,  the  au¬ 
thorizations  and  appropriations  for  na¬ 
tional  defense  are  much  higher,  and  if 
our  production  program  can  be  speeded 
up  the  amount  actually  required  will  be 
much  greater.  The  estimated  tax  col¬ 
lections  for  1942,  under  existing  law,  are 
$9,225,000,000.  This  is  exclusive  of  $712,- 
000.000  to  be  received  as  social  security 
payments.  So  if  we  add  the  $3,500,000,000 
to  be  collected  under  this  bill,  the  total 
expendible  revenue  for  the  next  fiscal 
year  will  be  about  $12,725,000,000.  In 
other  words,  the  very  best  we  can  figure 
is  that  we  will  collect  about  two-thirds 
of  the  money  we  need  by  taxation,  and 
one-third  will  be  added  to  the  growing 
debt.  Assuming  the  national  income  will 
be  about  $87,500,000,000,  approximately 
25  percent  of  it  will  be  required  to  pay 
national,  State,  and  local  taxes. 
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However,  that  does  not  give  the  com¬ 
plete  picture.  If  the  war  continues 
abroad,  expenditures  will  greatly  in¬ 
crease.  However,  the  ability  to  pay  taxes 
may  not  increase  in  proportion.  The 
concentration  of  activities  in  a  few  in¬ 
dustries  and  in  a  few  localities  is  bound 
to  create  serious  dislocations  elsewhere. 
The  failure  to  get  necessary  raw  ma¬ 
terials  may  result  in  drastic  curtailment 
of  production  in  some  lines.  The  sudden 
increase  in  our  national  activities  due  to 
preparedness  will  bring  with  it  many 
problems  that  will  either  cost  the  Gov¬ 
ernment  money  or  prevent  a  rformal  and 
proportional  increase  in  tax  revenues. 

In  a  word,  we  are  now  faced  with  a 
serious  financial  problem  that  is  bound 
to  get  worse  as  time  goes  on.  There  will 
be  other  tax  bills  and  many  more  ap¬ 
propriation  bills.  No  stone  should  be  left 
unturned  in  our  effort  to  keep  the  Na¬ 
tion  on  a  sound  financial  basis.  The  fol¬ 
lowing  propositions  suggest  themselves: 

First.  The  income  tax' base  might  will 
be  broadened. 

An  examination  of  the  tax  returns  in¬ 
dicates  that  the  taxes  are  paid  by  a 
relatively  small  number  of  people.  There 
must  eventually  be  a  tapping  of  new 
sources  of  revenue.  It  is  true  that  prac¬ 
tically  everyone  now  pays  something  in 
the  form  of  hidden  taxes  on  the  necessi¬ 
ties  of  life  which  he  consumes.  If  every 
such  person  were  under  obligation  to 
make  some  direct  contribution  to  the 
Federal  Government,  even  though  small, 
it  would  at  least  create  more  tax-con¬ 
scious  people.  There  will  never  be  much 
hope  of  getting  on  a  sound  financial  basis 
until  the  people  discard  the  fantastic 
idea  that  they  can  get  everything  they 
want  from  the  Federal  Government  and 
not  have  to  pay  for  it. 

Second.  There  should  be  a  drastic  re¬ 
duction  in  nondefense  expenditures. 

It  is  true,  something  has  been  done 
along  this  line,  but  it  is  difficult  to  see 
why  a  further  reduction  should  not  be 
made.  Of  course,  the  question  is  asked 
immediately,  Where  are  you  going  to 
cut?  The  answer  is,  everywhere.  Why 
is  it  still  necessary  for  such  an  elaborate 
W.  P.  A.  set-up?  Some  reports  from 
my  State  indicate  that  farmers  are 
looking  for  help  even  while  new  W.  P.  A. 
projects  are  being  promoted.  If  relief 
expenditures  cannot  be  reduced  to  a 
minimum  now,  when  can  they?  The 
same  thing  is  true  of  many  other  ex¬ 
penditures.  If  the  Congress  should  now 
decree  a  10-percent  reduction  in  all  non¬ 
defense  expenditures  for  the  next  fiscal 
year,  it  would  effect  considerable  sav¬ 
ings.  With  a  few  necessary  adjustments 
such  a  saving  could  be  accomplished. 

Third.  Certain  functions  of  the  Gov¬ 
ernment  should  be  greatly  restricted  or 
even  eliminated. 

We  are  now  considering  the  advisa¬ 
bility  of  moving  certain  bureaus  to  other 
parts  of  the  country.  It  is  too  bad  we  do 
not  at  the  same  time  see  how  many  may 
be  eliminated  altogether.  For  example, 
millions  of  dollars  are  being  spent  in  dis¬ 
seminating  useless  propaganda.  There 
are  other  bureaus  not  necessary  to  the 
proper  functioning  of  the  Government, 
even  though  they  may  be  of  some  benefit 
to  certain  small  groups  of  people.  The 


time  has  come,  however,  when  the  ques¬ 
tion  is  not  what  would  we  like  to  have, 
but  what  can  we  afford  to  have?  I  am 
confident  that  a  proper  committee  hav¬ 
ing  power  to  act  could  weed  out  much 
unnecessary  personnel  and  effect  consid¬ 
erable  saving  without  injuring  the  oper¬ 
ation  of  the  Government. 

Fourth.  Further  expenditures  for  de¬ 
fense  purposes  should  be  carefully 
scrutinized. 

Practically  everyone  in  the  country  is 
in  favor  of  the  national  defense.  They 
are  willing  to  make  great  sacrifices  in 
order  that  we  may  have  the  necessary 
ships,  planes,  and  guns.  Unfortunately, 
under  the  guise  of  national  defense  a 
great  deal  of  money  will  be  spent  un¬ 
necessarily.  A  glaring  example  is  the 
proposed  St.  Lawrence  waterway.  The 
best  engineering  advice  available  esti¬ 
mates  that  such  a  project  could  not  be 
completed  in  time  to  aid  us  in  the  present 
emergency.  We  have  no  extra  money 
nor  manpower  to  tie  up  in  such  a  project 
now.  After  the  crisis  is  over  there  will 
be  plenty  of  time  to  give  the  matter  real 
consideration  on  its  merits. 

No  one  objects  to  spending  money  for 
the  necessary  equipment  and  building 
projects  necessary  to  the  building  and 
maintaining  of  an  army  and  navy.  It  is 
all  too  apparent  even  now  that  there  is 
inefficiency  and  extravagance  in  this 
program.  There  is  no  reason  why  the 
Federal  Government  should  not  get  100 
cents  on  the  dollar  in  its  expenditures 
just  as  private  individuals  and  corpora¬ 
tions  do.  Of  course,  time  is  of  the  es¬ 
sence.  But  why  are  plans  not  ready  at 
all  times  for  emergencies?  What,  after 
all,  does  the  Army  do  during  times  of 
peace?  No  one  can  read  the  statements 
of  our  colleague  the  gentleman  from 
Michigan  [Mr.  Engel]  without  being  im¬ 
pressed  with  the  unnecessary  waste  and 
extravagance. 

Fifth.  There  should  be  a  reorganiza¬ 
tion  in  the  executive  department  of  the 
entire  defense  effort. 

Congress,  after  all,  can  do  little  more 
than  to  make  available  the  necessary 
funds.  The  translation  of  the  people’s 
money  into  equipment  is  a  job  for  the 
executive  department.  Results  so  far  ob¬ 
tained  have  been  disappointing.  There 
is  much  confusion,  much  red  tape.  It 
will  not  be  possible  for  any  one  man  to 
supervise  this  gigantic  effort.  More  au¬ 
thority  should  be  delegated  to  men  whose 
past  experience  in  business  and  industry 
has  demonstrated  their  ability.  Most  of 
us  are  agreed  that  the  social  gains  of 
recent  years  should  be  retained.  How¬ 
ever,  the  principal  objective  now  should 
be  to  build  up  the  national  defense. 
Failing  in  that  there  will  be  no  social 
gains. 

This  is  no  time  to  be  encouraging  war¬ 
fare  between  the  various  groups  in  our 
country  or  between  the  Government  and 
any  class.  The  entire  resources  and  ef¬ 
forts  of  all  the  people  are  needed.  A 
reorganization  of  many  departments  of 
the  Government,  together  with  a  clear 
and  candid  statement  of  our  objectives, 
both  abroad  and  at  home,  would  do  much 
to  promote  national  unity. 

There  is  one  item  in  the  bill  which,  I 
believe,  needs  further  study.  That  is  the 


levy  on  billboards.  I  have  been  advised 
that  the  levies  originally  reported  would 
virtually  destroy  certain  companies  now 
doing  considerable  business.  The 
amendment  to  be  offered  by  the  Ways 
and  Means  Committee  will  afford  some 
relief.  This  is,  after  all,  a  new  tax.  Be¬ 
fore  final  agreement  is  reached  there 
should  be  given  an  ample  opportunity  for 
all  interested  parties  to  express  their 
views.  It  is  to  be  regretted  that  the  rule 
adopted  by  the  House  does  not  allow  a 
thorough  examination  of  the  subject. 
That  will,  no  doubt,  be  done  before  the 
inevitable  conference  agreement  is 
adopted.  Certainly  the  Congress  should 
not  deal  unfairly  with  this  industry  in 
which  a  great  deal  of  money  has  been 
invested  and  which  gives  employment  to 
a  large  number  of  people. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Michigan  [Mr.  Mich- 
ener]. 

Mr.  MICHENER.  I  am  prepared  to 
vote  for  this  bill  as  it  is  reported  by  the 
committee.  A  unanimous  report  from  a 
committee  should  always  have  consider¬ 
able  weight  in  the  House.  The  committee 
unanimously  voted  to  report  this  bill  to 
the  House.  Then  several  members  of  the 
committee  joined  in  “Individual  views  of 
certain  members.”  Then  the  minority 
members  of  the  committee  joined  in 
“Supplemental  views  of  the  Republican 
minority.”  There  was  no  adverse  report 
of  the  committee  to  the  bill. 

The  fact  that  the  Ways  and  Means 
Committee  unanimously,  as  I  understand, 
asked  for  a  closed  rule  that  would  pro¬ 
hibit  changing  the  bill  as  reported  by  the 
committee  would  seem  to  make  conclu¬ 
sive  my  interpretation  of  the  committee’s 
attitude. 

It  is  not  claimed  that  this  is  a  scientific 
tax  bill.  A  number  of  sound  principles  of 
taxation,  as  these  principles  have  always 
been  accepted  in  this  country,  have  been 
violated.  The  necessities  of  the  Treasury 
make  it  imperative  that  as  much  revenue 
as  possible  be  raised  for  the  current  year. 
The  Ways  and  Means  Committee  has 
searched  every  available  place  where  any 
additional  tax  money  might  be  found. 
Indeed,  this  bill  taps  every  encouraging 
source,  regardless  of  precedent.  The  gen¬ 
tleman  from  Pennsylvania  [Mr.  Rich] 
for  the  last  8  years  has  been  asking  the 
same  question,  Where  are  we  going  to  get 
the  money?  This  bill  is,  in  part,  the 
answer. 

The  country  must  not  get  an  idea  that 
this  bill  solves  the  tax  problem.  If  I 
read  the  future  correctly,  there  will  be 
another  tax  bill  before  the  Congress  prior 
to  the  date  the  income  tax  due  in  1842 
is  payable.  The  President  has  indicated, 
and  the  distinguished  chairman  of  the 
Ways  and  Means  Committee  has  made 
it  clear,  that  at  least  one  additional  tax 
bill  in  the  year  1942  is  a  certainty. 

I  expect  to  go  along  with  the  Ways 
and  Means  Committee  in  supporting  any 
reasonable  tax  bills.  Of  necessity,  we 
must  rely  much  upon  this  committee. 
This  is  no  time  to  be  partisan  and  this 
is  the  time  when  Members  of  Congress 
must  think  nationally  and  not  forget  that 
most  legislation  is  a  compromise.  We 
cannot  expect  to  have  all  these  taxes 
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paid  by  the  other  fellow’s  constituents, 
and,  by  the  same  token,  the  other  fellow 
cannot  expect  all  these  taxes  to  be  paid 
by  Michigan  industries. 

Suffice  it  to  say  that  while  I  appreciate 
the  unpopularity  of  additional  taxes,  I 
am  going  on  record  here  and  now  to  the 
effect  that  I  am  ready  to  vote  for  future 
taxes  because  it  is  either  a  question  of 
more  taxes  or  a  bankrupt  Treasury  even¬ 
tuating  in  inflation  or  repudiation. 

Mr.  DOUGHTON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MICHENER.  I  yield  to  the  gen¬ 
tleman  from  North  Carolina,  the  able 
Chairman  of  the  Ways  and  Means  Com¬ 
mittee. 

Mr.  DOUGHTON.  I  am  very  much 
gratified  to  hear  my  distinguished  friend 
from  Michigan  say  that  not  only  will  he 
support  this  bill  as  written  but  he  expects 
to  support  the  next  bill.  I  suppose  he 
means  provided  it  is  unanimously  re¬ 
ported  by  the  Committee  on  Ways  and 
Means,  like  this  bill. 

Mr.  MICHENER.  If  it  is  unanimously 
reported,  I  of  course  will  be  inclined  to 
give  great  weight  to  the  committee’s 
judgment.  If  it  is  not  unanimously  re¬ 
ported,  there  will  be  more  hesitancy.  But 
in  the  final  analysis,  I  shall  study  the  bill 
and  vote  for  it  if  it  is  equitable  and  does 
not  unjustly  discriminate  against  par¬ 
ticular  groups.  Taxes  are  unpleasant  but 
never  so  necessary  in  the  Nation’s  his¬ 
tory  as  at  this  hour. 

On  yesterday  I  voted  against  the  rule 
to  bring  this  bill  before  the  House.  On 
the  preceding  day  I  was  ready  to  vote 
for  the  rule  asked  by  the  committee  to 
bring  the  bill  up  for  consideration.  My 
change  of  heart  was  caused  by  the  dis¬ 
appointing  position  taken  by  the  distin¬ 
guished  chairman  of  the  Committee  on 
Ways  and  Means.  One  day  he  insisted 
that  there  was  no  possibility  of  making 
changes  in  the  bill  without  destroying 
its  continuity  and  effectiveness.  The 
next  day  he  appeared  before  the  Rules 
Committee  and  asked  that  the  House 
make  a  concession  to  those  opposing  the 
joint-return  provisions  of  the  bill.  He 
yielded  to  the  philosophy  that  a  pressure 
group,  even  though  small  in  number,  if 
sufficiently  voluble  should  be  singled  out 
for  preference  and  consideration  not 
given  to  other  groups  materially  affected 
by  the  provisions  of  a  tax  bill.  The 
change  of  front  made  by  the  usually 
courageous  chairman  really  grieved  me, 
to  say  nothing  about  being  surprised  and 
shocked. 

The  gentleman  from  North  Carolina, 
during  his  long  service  down  through  the 
years,  has  always  been  considered  a  peo¬ 
ple’s  man.  On  many  occasions  he  has 
addressed  the  House  in  the  advocacy  of, 
as  well  as  the  defense  of,  what  he  calls 
the  common  man.  The  little  fellow  in 
business,  the  little  fellow  in  tax  lore,  has 
always  been  the  object  of  his  solicita¬ 
tion — at  least  in  the  debates  on  the  floor 
of  the  House. 

In  these  circumstances,  it  was  distress¬ 
ing  to  find  this  great  chairman  yielding 
to  political  expediency,  and  with  hat  in 
hand — and  I  imagine  with  his  usual 
Chesterfieldian  grace — submitting  to  the 
demands  of  a  small  group  of  influential 
married  persons  who  might  have  to  pay 


a  little  more  tax  on  the  combined  family 
wealth  than  they  would  have  to  pay  under 
existing  law;  in  other  words,  yielding  to 
the  classes  as  against  the  masses. 

Of  course,  we  all  make  mistakes,  and 
we  must  not  be  too  severe  on  the  distin¬ 
guished  chairman,  because  of  what  has 
happened  within  the  last  day  or  two. 
Because  of  this  incident  I  am  not  ready 
to  lose  faith  in  him  or  abandon  hope  for 
him.  I  hope,  however,  that  when  the 
next  tax  bill  comes  in  the  chairman  will 
have  regained  his  usual  rugged  independ¬ 
ence  and  that  he  will  hold  the  fort,  re¬ 
sist  temptation,  and  absolutely  refuse 
to  temporize  with  expediency  when  deal¬ 
ing  with  the  rights  of  the  taxpayer.  The 
chairman  is  on  his  feet,  and  may  I  ask 
him:  Will  the  gentleman  do  that? 

Mr.  DOUGHTON.  I  will,  according  to 
my  conception  of  what  is  the  best  method 
of  accomplishing  that  end.  And  as  to  my 
friend,  I  will  say  about  him  that  he  is 
always  consistent  and  generally  right. 

Mr.  MICHENER.  I  thank  the  gentle¬ 
man  for  those  kind  words,  and  I  now 
yield  to  the  distinguished  gentleman  from 
Minnesota. 

Mr.  KNUTSON.  I  would  say  to  the 
chairman  that  if  the  gentleman  from 
Michigan  were  not  generally  right  he 
would  not  be  a  Republican. 

Mr.  DISNEY.  That  is  a  rebuttable 
presumption. 

Mr.  KNUTSON.  And  when  the  gen¬ 
tleman  from  Michigan  TMr.  Michener] 
says  he  might  support  the  1943  tax  bill 
without  examining  it,  he  evidently  fore¬ 
sees  Republican  control  in  this  House 
after  1942. 

Mr.  MICHENER.  The  Republicans 
undoubtedly  will  come  back  into  power  in 
the  election  in  1942,  if  the  program  of 
the  present  administration,  which  seems 
to  be  leading  us  directly  into  a  foreign 
war,  is  followed  to  its  logical  conclusion. 

Mr.  DISNEY.  If  they  come  back  into 
power,  under  what  leadership,  and  by 
what  method? 

Mr.  MICHENER.  Under  the  leader¬ 
ship  of  those  Members  of  the  Congress, 
for  instance,  who  stand  for  the  people, 
who  believe  in  the  common  man,  who 
are  not  willing  to  yield  and  kowtow  to 
any  dictator,  pressure  group,  or  priv¬ 
ileged  class  and  who  have  the  intestinal 
fortitude  to  vote  as  they  talk.  The  meth¬ 
od  will  be  through  the  legitimate  exercise 
of  the  franchise  in  the  1942  election,  sub¬ 
sidies,  benefits,  Santa  Claus  hand-outs, 
and  New  Deal  promises  notwithstanding. 
I  think  that  answers  the  gentleman’s 
question. 

Mr.  TREADWAY.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  MICHENER.  Surely,  to  the 
scholarly  ranking  Republican  on  the 
Ways  and  Means  Committee  and  the  next 
chairman  of  the  committee. 

Mr.  TREADWAY.  I  want  to  say  that 
if  the  prophecy  of  the  gentleman  from 
Michigan  is  correct,  it  will  afford  me  very 
great  pleasure  to  have  as  leader  of  the 
minority  on  the  Ways  and  Means  Com¬ 
mittee  under  my  chairmanship  the  able 
gentleman  from  North  Carolina,  who, 
you  seem  to  think,  is  not  representative 
ot  the  people  here  today.  I  think  he  is, 
and  I  want  to  back  up  the  chairman  in 
every  way  I  can  as  long  as  I  am  in  the  mi¬ 


nority;  but  in  view  of  the  gentleman’s 
statement,  I  have  great  hopes  that  the 
power  will  revert  to  this  side  of  the  House 
in  the  next  Congress  and  that  the  gen¬ 
tleman  from  North  Carolina  will  reverse 
places  with  me  as  the  ranking  minority 
man  on  the  committee. 

Mr.  MICHENER.  I  admire  the  spirit 
of  the  gentleman  from  Massachusetts  in 
coming  to  the  defense  of  the  gentleman 
from  North  Carolina.  Both  have  served 
for  many  years  on  their  great  committee. 
Like  husband  and  wife,  they  do  not  always 
agree,  but  woe  unto  the  indiscreet  indi¬ 
vidual  who  speaks  unkindly  of  either  in 
the  presence  of  the  other.  Together, 
down  through  the  years,  they  have  done 
a  pretty  good  job.  They  have  such  love, 
affection,  and  admiration  one  for  the 
other  that,  except  when  they  are  quar¬ 
reling  over  the  tariff  and  kindred  sub¬ 
jects,  they  are  always  in  harmony. 

Mr.  KNUTSON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MICHENER.  I  yield  to  a  third 
member  of  the  Ways  and  Means  Com¬ 
mittee,  who  easily  qualifies  for  the  mu¬ 
tual-admiration  society. 

Mr.  KNUTSON.  I  was  just  going  to 
suggest  that  we  are  all  very  fond  of  the 
chairman  and  of  the  distinguished  gen¬ 
tleman  from  Massachusetts. 

Mr.  DISNEY.  May  I  inquire  what  this 
has  resolved  itself  into? 

Mr.  KNUTSON.  We  are  trying  to  give 
you  new  dealers  a  chance  to  get  your 
second  wind.  The  gentleman  from  Okla¬ 
homa  asked  how  we  Republicans  were 
going  to  get  control  of  this  Government. 
The  American  people  will  constitute 
themselves  a  referee  in  bankruptcy,  and 
they  will  appoint  the  Republicans  to  sal¬ 
vage  what  is  left  that  you  have  not  spent. 
We  never  do  get  hold  of  the  country  until 
the  Treasury  is  emptied,  and  then  we 
have  got  to  sweep  the  bottom  of  the  bin; 
and  just  as  soon  as  we  have  accumulated 
a  good-sized  surplus  the  people  begin  to 
long  for  those  good  old  days  again  when 
they  can  eat  without  working,  and  they 
turn  us  out  and  put  the  Democrats  back 
in,  and  then  they  keep  repeating  that 
formula. 

Mr.  MICHENER.  Wait  a  minute.  I 
cannot  yield  for  a  speech. 

Mr.  DOUGHTON.  The  gentleman 
from  Minnesota  will  recall  that  there 
was  nothing  in  that  bin  when  we  came 
into  power. 

Mr.  MICHENER.  It  is  a  historic  fact 
that  our  Democratic  friends  have  al¬ 
ways  considered  the  United  States  Treas¬ 
ury  as  sort  of  a  “bin.”  It  is  also 
traditionally  true  that  they  have  usually 
found  a  well-supplied  bin  when  they 
came  into  power.  There  has  never  been 
a  time  when  there  was  not  less  money  in 
the  bin  when  they  were  retired  from 
power  than  they  found  when  they  came 
into  power. 

It  is  not  out  of  place  to  remember  that 
when  the  Democrats  came  into  power  in 
1913  they  found  a  national  debt  of  ap¬ 
proximately  $1,500,000,000.  When  the 
people  i  eturned  a  Republican  Congress  in 
1919,  our  friends  had  accumulated  a  na¬ 
tional  debt  of  $26,000,000,000.  Between 
1920  and  1930  the  Republicans,  then  in 
power,  reduced  that  national  debt  by  ap¬ 
proximately  $11,000,000,009.  that  is,  the 


6548 


CONGRESSIONAL  RECORD— HOUSE 


July  31 


country  was  never  more  prosperous  than 
it  was  during  that  period.  At  the  same 
time,  those  in  control  of  the  Government 
had  met  all  obligations  and  paid  off  a 
billion  dollars  a  year  on  the  Democratic 
mortgage  on  the  old  national  farm. 

Today  we  are  considering  the  enact¬ 
ment  of  a  new  tax  bill  to  raise  $3,500,000,- 
000  additional  taxes  each  year.  Our  New 
Deal  friends  are  proceeding  true  to  form, 
the  principal  difference  being  that  the 
new  dealers  outdistance  the  Democrats 
when  it  comes  to  taking  money  out  of  the 
bin. 

I  am  sure  the  American  people  will  not 
forget  that  between  1920  and  1930  the 
party  in  power  passed  5  tax  bills,  and 
each  one  of  those  tax  bills  reduced  the 
amount  of  taxes  raised  and  lessened  the 
tax  burden  on  the  American  people.  On 
the  other  hand,  our  New  Deal  friends 
have  been  in  power  8  years  and  have 
presented  and  passed  13  tax  bills,  every 
one  of  which  increased  the  burden  on  our 
taxpayers,  and  especially  so  on  the  aver¬ 
age  man. 

Get  it  clearly  in  your  mind  that  this 
$3,500,000,000  is  in  addition  to,  and  not 
in  place  of,  taxes  being  levied  under 
present  law.  Under  the  present  law,  our 
people  will  pay  $9,400,000,000  for  the  fis¬ 
cal  year  1942  and  when  this  tax  bill  be¬ 
comes  a  law,  they  will  pay  $12,929,200,000, 
or  substantially  $13,000,000,000,  when  this 
bill  becomes  fully  operative. 

Now,  I  am  not  objecting  to  raising  this 
tax,  but  the  tax  raised  will  be  but  60 
percent  of  the  $22,000,000,000  which  the 
Government  will  spend  this  year.  This 
amount  is  estimated  and  there  is  no 
question  in  my  mind  but  that  since  Rus¬ 
sia  has  become  our  ally,  the  total  will 
be  increased  above  the  $22,000,000,000 
for  the  year  1942. 

When  our  country  got  into  the  World 
War,  during  the  Wilson  administration, 
the  national  debt  was  so  small,  it  was 
only  necessary  to  raise  one-third  of  the 
expenses  of  Government  by  current  taxes 
at  that  time.  The  national  debt  today 
is  approximately  $50,000,000,000  and  ris¬ 
ing  by  leaps  and  bounds.  The  only  pos¬ 
sibility  of  avoiding  national  bankruptcy 
is  a  resort  to  stringent  and  heretofore 
undreamed-of  current  taxes.  It  is  just 
a  choice  between  financial  chaos  or  tax 
discomfiture  and  standard-of-living  sac¬ 
rifice.  Either  course  is  distressing,  yet 
there  can  be  no  question  as  to  what  our 
choice  must  be. 

The  gentleman  from  Ohio  [Mr.  Jenk¬ 
ins],  a  member  of  the  Ways  and  Means 
Committee,  who  knows  all  the  details  of 
this  bill,  has  called  attention  to  some¬ 
thing  to  which  I  want  to  revert;  that  is, 
three  new  kinds  of  taxes  have  been  dis¬ 
covered  and  are  vitalized  in  this  bill: 

First.  The  use  tax  on  automobiles.  Ev¬ 
ery  owner  of  an  automobile  in  the  United 
States  must  pay  a  $5  tax  for  the  year 
1942  and  must  wear  on  his  automobile 
another  license  plate.  This  is  in  reality 
a  license  tax  bicause  it  has  no  reference 
to  the  value  or  the  kind  of  automobile. 
The  man  who  buys  a  $25  automobile 
from  the  dump  heap  must  pay  the  same 
use  tax  as  he  who  owns  a  limousine- 

Second.  The  consumption  tax;  that  is, 
an  endeavor  is  made  to  limit  consump¬ 


tion  of  iron  and  steel  by  the  levying  of 
almost  prohibitive  taxes  on  certain  man¬ 
ufactured  products  of  iron  and  steel.  It 
is  boldly  stated  that  this  tax  will  raise 
revenue  but  that  the  prime  purpose  is  to 
limit  production  and  consumption  of 
these  iron  and  steel  creations.  This  is 
certainly  new  tax  philosophy. 

Third.  The  mandatory  joint  income- 
tax  returns  of  husband  and  wife.  This 
matter  has  been  discussed  so  extensively 
that  I  shall  not  pursue  it  further,  other 
than  to  call  attention  to  the  assertion  of 
the  very  reliable  gentleman  from  Mis¬ 
sissippi  [Mr.  Whittington],  who  said  in 
debate: 

If  the  provision  requiring  joint  returns  by 
husband  and  wife  is  eliminated  from  this 
bill,  it  is  the  view  of  the  committee  that  it 
would  be  necessary  to  levy  taxes  of  approxi- 
mateley  an  additional  100  percent  on  these 
whose  income  lies  between  $2,500  and  $4,000, 
and  by  about  33]/3  percent  on  those  from 
$5,000  to  $12,000. 

The  chairman  of  the  tax  subcommit¬ 
tee  of  Ways  and  Means,  Mr.  Cooper,  re¬ 
sponded  that — 

Something  like  that  might  be  necessary. 

Again,  another  member  of  the  com¬ 
mittee,  who  is  always  reliable  and  usually 
courageous,  the  gentleman  from  Virginia 
[Mr.  Robertson],  tells  us  that  the  re¬ 
sult  of  this  mandatory  joint  husband- 
and-wife  return — 

Takes  a  tax  advantage  away  from  about 
6  percent  of  the  income-tanpaying  couples  in 
preference  to  increasing  the  tax  burden  on  all 
other  married  couples  and  on  all  single 
persons. 

Now,  I  do  not  like  any  of  these  three 
new  taxes.  However,  I  realize  that  in 
the  days  and  the  years  that  are  ahead 
it  will  be  necessary  to  tap  many  more 
heretofore  unthought-of  tax  reservoirs  if 
national  bankruptcy  is  to  be  avoided. 

Time  prevents  further  discussion. 
However,  the  members  of  the  committee, 
who  have  devoted  more  than  3  months  of 
laborious  effort  to  this  bill,  have  ex¬ 
plained  in  detail  all  of  its  ramifications, 
and  when  the  vote  comes  no  Member  of 
the  House  can  justifiably  assert  that  he 
was  not  informed  as  to  the  details  of  the 
bill. 

The  draftsmanship  of  the  bill  is  an 
improvement  over  many  recent  bills  re¬ 
ported  by  the  committee.  The  report  is 
as  clear  as  a  crystal,  and  I  want  to  join 
with  the  others  in  complimenting  and 
thanking  the  committee. 

Mr.  Chairman,  I  ask  unanimous  con¬ 
sent  to  extend  my  remarks  in  the  Record 
and  to  eliminate  as  much  of  the  colloquy 
as  seems  prudent. 

The  CHAIRMAN.  Is  there  objection? 

There  was  no  objection. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  now  to  the  gentleman  from  Idaho 
[Mr.  Dworshak], 

Mr.  DWORSHAK.  Mr.  Chairman,  it 
is  or  should  be  an  axiom  of  taxation  that 
all  taxpayers  should  be  treated  alike  as 
to  the  tax  levied  on  comparative  amounts 
of  income,  and  it  is  particularly  impor¬ 
tant  that  this  be  the  case  under  the  ex¬ 
tremely  high  tax  rates  proposed  for  1941 
under  the  excess-profits-tax  law. 


The  excess-profits-tax  law  of  1940  was 
defective  in  many  vital  respects,  but  the 
most  vital  deficiency  was  in  the  failure 
to  provide  adequate  relief  provisions  for 
the  many  situations  arising  where  strict 
application  of  the  law  resulted  in  sub¬ 
stantial  inequities  and  therefore  dis¬ 
crimination  between  taxpayers  similarly 
situated  as  to  property  and  income,  but 
with  differences  in  invested  capital  and 
base-period  earnings;  these  differences 
have  no  relation  whatever  to  excess 
profits  arising  from  the  defense  program. 

This  situation  has  been  and  is  particu¬ 
larly  distressing  to  the  mining  industry. 
The  effort  to  draft  an  excess-profits-tax 
law  on  a  catch-all  basis  and  without  any 
attempt  of  consequence  to  perceive  that 
different  industries  require  different 
treatment  if  justice  is  to  be  done  to  all, 
has  resulted  in  an  unfair  competitive 
burden  on  certain  units  of  the  mining 
industry. 

In  general,  mines  are  either  purchased 
or  discovered.  If  purchased,  the  cost  or 
investment  to  the  purchaser  will  depend 
largely  on  market  conditions  at  the  time 
of  purchase.  If  discovered,  the  invest¬ 
ment  will  vary,  but  ordinarily  the  cost 
will  be  much  less  than  the  purchase  price 
of  a  fully  or  partially  developed  mine, 
and  certainly  much  less  than  the  value 
of  the  discovered  ore  body. 

To  illustrate  clearly  the  substantial  in¬ 
equities  that  arise  under  the  excess- 
profits  law,  I  wish  to  present  a  simple 
example. 

Let  us  presume  five  different  mines 
contiguous  to  each  other  and  competing 
in  the  same  market.  The  mines  have 
exactly  similar  ore  bodies.  Each  pro¬ 
duces  100,000  tons  of  ore  per  annum. 

The  base  period  income  of  those  cor¬ 
porations  which  were  in  production  dur¬ 
ing  all  or  part  of  the  base  period  was  at 
the  rate  of  $150,000  per  annum;  it  is 
presumed  that  those  corporations  which 
were  not  in  production  during  any  part 
of  the  base  period  would  have  had  similar 
earnings  if  they  had  been  in  production. 
During  the  excess-profits  period — say, 
1941 — each  makes  $300,000  per  annum 
before  taxes,  and,  presumably,  each  will 
pay  to  the  Federal  Treasury  the  same 
amount  of  tax. 

But,  unfortunately,  this  is  only  a  pre¬ 
sumption.  Actually,  the  taxable  status 
of  each  is  quite  different,  due  to  acci¬ 
dental  factors  which  have  not  even  a  re¬ 
mote  relationship  to  true  excess  profits, 
or  to  any  profits  whatever  arising  from 
the  defense  program. 

Mine  A  was  purchased  in  1929  at  the 
peak  of  prices;  it  has  invested  capital  of 
$3,000,000.  It  had  base  period  earnings 
of  $150,000. 

Mine  B  was  purchased  on  January  1, 
1940;  its  invested  capital  is  $3,000,000 
and  has  no  election  between  credit  based 
on  invested  capital  or  base  period.  It 
must  use  invested  capital. 

Mine  C  was  purchased  in  1932,  at  the 
depth  of  the  depression,  and  has  invested 
capital  of  $500,000.  It  also  had  base  pe¬ 
riod  earnings  of  $150,000. 

Mine  D  was  discovered  by  the  tax¬ 
payer,  and  came  into  operation  during 
the  base  period;  its  base  period  earnings 
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are  $75,000,  and  its  invested  capital  is 
$250,000. 

Mine  E  was  discovered;  it  has  invested 
capital  of  $250,000,  but  the  corporation 
was  not  organized  until  January  1940. 
Therefore,  "it  is  compelled  to  use  invested 
capital  in  computing  its  excess-profits 
credit. 

The  total  of  normal  and  excess-profits 
taxes  to  be  paid  by  each  corporation 
under  proposed  1941  rates  will  be  as 
follows: 


Mine 

Income 

before 

taxes 

Total 

tax 

Effective 

tax 

rate 

Tax  per 
ton  of 
output 

$300,  000 

$112, 050 

Percent 

37.23 

SI.  12 

B . 

300,  000 

104, 875 

34.  26 

1.05 

C . 

300,000 

137.  425 

45.  81 

1.37 

IX._ . 

300,  000 

102,  303 

54. 12 

1.62 

E . 

300,  000 

181, 175 

60.39 

1.81 

The  fact  that  such  widely  varying  re¬ 
sults  are  obtained  in  computing  the  tax 
on  what  is,  in  effect,  the  same  income, 
brings  forcefully  to  mind  the  absolute 
necessity  for  some  form  of  special  relief. 
There  seems  little  either  of  equity  or 
common  sense  in  a  rigid  tax  law  that 
takes  60  cents  out  of  each  dollar  of  in¬ 
come  accruing  to  E  and  only  takes  35 
cents  from  B;  particularly  is  this  true 
when  it  is  considered  that  the  profits  of 
each  are  won  under  identical  conditions. 

It  is  conceded  that  from  any  practical 
standpoint,  it  is  impossible  to  write  into 
the  tax  bill  all  the  provisions  necessary 
to  grant  relief  to  all  distress  cases.  The 
practical  and  equitable  procedure  is  to 
grant  broad  relief  powers  either  to  an 
independent  board,  or  to  the  Commis¬ 
sioner  of  Internal  Revenue.  The  tax¬ 
payer  should  have  the  right  of  appeal  to 
the  Board  of  Tax  Appeals. 

It  has  been  argued  that  such  a  provi¬ 
sion  would  give  the  Treasury  Depart¬ 
ment  a  serious  administrative  problem. 
This  would  not  be  true  if  the  grant  of 
power  was  to  an  independent  board. 
Even,  however,  if  the  power  be  conferred 
on  the  Commissioner  of  Internal  Rev¬ 
enue,  and  granting  that  the  administra¬ 
tion  will  be  difficult,  it  is  to  be  noted 
that  the  taxpayer  in  need  of  relief  is 
also  in  a  difficult  position;  and  to  refuse 
to  grant  him  relief  merely  because  the 
subject  is  difficult  of  administration  is 
not  only  unfair,  but  considers  the  com¬ 
fort  of  the  tax  gatherer  as  more  desirable 
than  the  relief  of  the  taxpayer  from  dis¬ 
crimination  and  a  difficult  competitive 
position. 

Actually  it  will  be  much  simpler  in  very 
many  cases  to  determine  what  would  be 
fair  equitable  relief,  than  it  would  be  to 
try  to  determine  all  the  facts  and  points 
of  law  involved  in  making  the  statutory 
computations  for  invested  capital. 

Recently,  much  has  been  heard  of  the 
necessity  of  increasing  the  production  of 
materials  entering  into  the  defense  work, 
and  particular  attention  has  been  paid 
to  increased  production  of  metals. 

The  mining  industry,  as  an  industry, 
is  thoroughly  alive  to  the  necessity  of  in¬ 
creasing  production.  When,  however,  as 
to  an  individual  taxpayer,  the  result  of 


increasing  production  is  the  payment  of 
excess  profits  taxes  on  what  are  in  real¬ 
ity  normal  profits,  such  a  taxpayer  is 
rather  heavily  penalized  if  he  does  give 
the  cooperation  he  would  like  to  give  to 
increase  production. 

Illustrative  of  this  statement  a  com¬ 
putation  has  been  made  of  the  tax  result 
in  the  case  of  the  five  mines  instanced 
above,  of  a  40-percent  increase  in  output 
and  profit.  The  profit  of  each  corpora¬ 
tion  would  be  increased  by  $120,000,  and 
the  tax  result  would  be  as  follows: 


Mine 

Increase 
in  annual 
profit 

Increase 
in  tax 

Effective 
tax  rate 
on  profit 
increase 

Tax  per 
ton  of  in¬ 
creased 
output 

A... . . 

$120,000 

$76, 425 

Percent 

63.69 

$1.91 

B. . . 

120, 0C0 

76, 425 

63.  69 

1.91 

C _ 

120.000 

78,  787 

65. 66 

1.97 

D. . 

120, 000 

81,281 

67.  73 

2. 03 

E__ . 

120, 000 

82,200 

68.  50 

2.07 

At  this  point  it  is  necessary  to  emphas¬ 
ize  the  essential  difference  between  a 
mine  and  ordinary  manufacturing  opera¬ 
tions.  When  a  manufacturer  of  hair 
brushes,  for  instance,  finds  an  increas¬ 
ing  demand  for  his  product,  he  can  pro¬ 
cure  an  increased  supply  of  the  raw  mate¬ 
rials  from  which  the  manufactured 
article  is  made.  Even  though  he  makes 
a  lesser  profit  per  unit  on  the  increased 
production,  he  has  undoubtedly  made  a 
true  profit,  and  his  increased  activity  dur¬ 
ing  the  period  of  increased  demand  has 
not  operated  to  affect  his  ability  to  pro¬ 
duce  more  hair  brushes  in  the  future. 

In  mining,  the  situation  is  exactly  con¬ 
trary.  No  matter  how  extensive  an  ore 
body  may  be,  the  amount  of  ore  is  limited. 
The  exact  number  of  units  contained  in 
the  ore  body  may  not  be  known;  never¬ 
theless,  it  is  a  fixed  quantity.  An  in¬ 
creased  output  in  one  year  definitely  les¬ 
sens  the  production  of  future  years. 

In  the  particular  illustration  we  have 
here,  we  have  assumed  that  under  normal 
conditions — or  rather,  during  the  base- 
period  years,  which  were  distinctly  a  sub¬ 
normal  period  for  the  mining  industry — 
a  profit  of  $1.50  per  ton  could  be  won, 
on  which  an  average  tax  rate  of  17  per¬ 
cent  (average  1936-39)  was  levied,  leav¬ 
ing  the  miner  $1,245  net. 

On  the  increased  output  of  40,000  tons, 
however,  the  amounts  remaining  to  the 
different  taxpayers,  after  payment  of 
taxes,  are  as  shown: 

Tax  per  ton  of  output 


Mine 

Ordinary  pro¬ 
duction  (100,000 
tons) 

Increased  pro 
duction  (40,000 
tons) 

Tax 

Net  to 
tax¬ 
payer 

Tax 

Net  to 
tax¬ 
payer 

A__ . . 

$1.12 

$1.88 

$1.91 

$1.09 

B . . 

1.05 

1.95 

1.  91 

1.09 

C . 

1.37 

1. 63 

1.97 

1.03 

D- . 

1.62 

1.38 

2. 03 

.97 

E . 

1.81 

1.19 

2.07 

.93 

A  final  table  is  appended,  illustrating 
not  only  the  unfair  competitive  condition 
created  by  the  excess-profits  tax  but  the 
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increasing  tax  cost  of  increased  produc¬ 
tion.  This  table  follows: 


Tax  per  dollar  of  profit 


Mine 

Ordinary 

production 

(100,000 

tons) 

Increased 

production 

(40,000 

tons) 

Average 
on  total 
production 
(140,000 
tons) 

A . . 

Cents 

37 

Cents 

64 

Cents 

45 

B . . 

35 

04 

43 

C . . 

40 

60 

51 

I> . . . 

54 

08 

58 

E . 

60 

69 

63 

Prom  the  above  it  is  quite  apparent 
that  the  proposed  rates  and  provisions 
definitely  impose  an  excess  profits  tax  on 
normal  profits,  and  the  tax  is  imposed  at 
such  high  rates  that  there  cannot  but  be 
a  definite  reluctance  to  dissipating  an 
ore-body  of  limited  extent  without  even  a 
normal  profit. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  15  minutes  to  the  gentleman  from 
New  York  [Mr.  Taber], 

Mr.  TABER.  Mr.  Chairman,  I  ask 
unanimous  consent  to  extend  the  re¬ 
marks  I  expect  to  make  and  include 
therein  a  table  or  two  that  I  have  pre¬ 
pared  myself. 

The  CHAIRMAN.  Is  there  objection? 

There  was  no  objection. 

Mr.  TABER.  Mr.  Chairman,  the 
Treasury  deficit  for  the  fiscal  year  end¬ 
ing  June  30  last  was  $5,167,000,009.  The 
excess  expenditures  for  the  month  of 
July  down  to  the  29th  day  was  $1,117,- 
000,000.  The  increase  in  Federal  expend¬ 
itures  is  going  on  at  such  a  rate  that  I 
have  not  the  slightest  doubt  that  in  the 
present  fiscal  year  we  shall  have  a  deficit 
of  from  $15,000,000,000  to  $18,000,000,000. 
I  cannot  possibly  imagine  a  situation 
where  the  Federal  expenditures  will  be 
less  than  $27,000,000,000  or  $28,000,000,- 
000,  with  the  effort  that  is  now  being 
made  to  put  on  a  defense  program. 

This  will  leave  a  tremendous  deficit 
after  we  get  through,  even  in  the  face  of 
the  enormous  tax  burden  that  is  being 
placed  upon  the  people.  The  people  are 
going  to  be  expected  to  pay  anywhere 
from  25  to  30  percent  of  their  gross  in¬ 
come  when  you  come  to  consider  all  fac¬ 
tors,  Federal,  State,  and  local  expendi¬ 
tures.  These  expenditures  and  the  Fed¬ 
eral  deficit  are  very  largely  concealed 
through  expenditures  and  advances  by 
the  R.  F.  C„  which  do  not  show  upon  the 
daily  Treasury  statement  and  do  not 
show  in  the  annual  deficit.  There  is  a 
program  there  of  upward  of  $2,000,000,- 
000  for  the  construction  of  defense  plants 
that  does  not  show.  There  are  all  sorts 
of  other  items  in  connection  with  the 
defense  program  that  do  not  show,  and 
that  are  going  ultimately  to  come  out  of 
the  taxpayer.  It  is  manifest  that  as  we 
go  along,  we  are  dissipating  the  resources 
that  have  been  built  up  in  the  United 
States  over  a  period  of  many  years.  It  is 
apparent  that  when  we  get  all  through 
these  resources  are  going  to  be  dissipated 
down  to  the  point  where  we  are  im¬ 
measurably  weakened  and  are  the  prey  of 
foreign  powers  more  than  we  have  ever 
I  been  in  the  past.  A  threat  of  foreign 
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July  31 


invasion  and  the  threat  of  foreign  mili¬ 
tary  power  are  going  to  be  more  danger¬ 
ous  than  it  has  been  in  the  past.  And  in 
connection  with  this  situation  there  has 
not  been  the  slightest  willingness  upon 
the  part  of  the  Congress  toward  economy. 
There  has  not  been  the  slightest  willing¬ 
ness  on  the  part  of  Congress  to  cut  down 
the  expenses  of  Government.  I  have 
made  some  few  efforts  upon  the  floor,  as 
often  as  I  felt  it  was  possible,  to  get  the 
attention  of  the  membership,  to  reduce 
these  expenditures,  especially  the  non¬ 
defense  expenditures.  I  have  been  over 
today  the  appropriations  that  have  been 
made,  and  I  am  going  to  place  in  the 
Record  a  table  showing  expenditures 
which  I  believe  can  be  eliminated  en¬ 
tirely  without  the  slightest  trouble,  with¬ 
out  the  slightest  effect  upon  any  defense 
program,  and  without  the  slightest  hurt 
to  any  legitimate  interest  in  the  United 
States. 

Suggested  savings 


INDEPENDENT  OFFICES  BILL,  1942 


National  Resources  Planning 

Board _ 

(A  totally  incompetent 
set-up,  without  any  value 
whatever.) 

Federal  Communications  Com¬ 
mission _ 

(The  most  incompetent 
management  in  the  Federal 
Government;  competent 
management  could  easily 
save  this  suggested  cut.) 

H.  O.  L.  C _ 

(The  management  of  this 
outfit  is  just  terrible;  there 
is  no  business  about  it.) 


$1,051,390 


1,  500,  000 


5,  000,  000 


Total. 


7,  551,  390 


AGRICULTURE  BILL,  1942 


Bureau  of  Agricultural  Eco¬ 
nomics _ 

(This  is  for  additional  and 
unnecessary  expenditures  in 
connection  with  the  public¬ 
ity  activities.) 

Administration  of  Resettle¬ 
ment  properties _ 

(The  expense  of  operating 
these  things  is  $11,000,000, 
and  it  is  absolutely  ridicu¬ 
lous  to  spend  that  amount.) 

Forests,  roads,  and  trails _ 

Conservation  and  use  of  agri¬ 
cultural  land  resources _ 

(This  item  must  gradually 
and  steadily  be  eliminated  if 
the  Government  is  to  sur¬ 
vive.  It  is  distributed  in  a 
way  designed  to  destroy  the 
agricultural  industry  and 
the  freedom  of  the  farmer 
and  to  militate  against  the 
prosperity  of  those  who 
could  take  care  of  themselves 
without  an  agricultural  pro¬ 
gram.  Instead  of  making 
more  farmers  independent, 
the  agricultural  program  is 
making  more  farmers  de¬ 
pendent  every  year.) 

Parity  payments _ 

Disposal  of  surplus  commodi¬ 
ties _ 

(This  act  has  been  a  men¬ 
ace  to  the  price  structure  of 
the  farmer  ever  since  it  was 
inaugurated.  It  tends  to 
make  the  farmer  dependent 
on  the  Government  and  to 
keep  his  prices  down.) 


$2,  300,  000 


7,  000,  000 


5,  000,  000 
250,  000,  000 


150,  000,  000 
135,  000,  COO 


Farm  Tenant  Act _ 

(This  act  is  a  menace  to 
every  existing  farmer.  It 
tends  to  help  those  who  do 
not  deserve  help  and  to  de¬ 
stroy  the  farmer  who  is  oper¬ 
ating  his  own  farm.) 

Submarginal  land _ 

Loans,  grants,  and  rural  re¬ 
habilitation  _ 

(This  is  a  swindle  of  the 
worst  kind  and  is  a  menace 
to  the  public.  It  is  admin¬ 
istered  in  such  a  way  as  to 
pauperize  the  people  and  not 
rehabilitate  them.) 

Loans  to  needy  farmers  with 
R.  F.  C.  funds _ 


$52,  000,  000 


2,  278,000 
66,000,000 


125,000,000 


Total,  Department  of 

Agriculture _  794,  578,  000 

INTERIOR  BILL,  194  2 

Bituminous  Coal  Commission.  $3,  250,  000 
(This  has  been  a  useless 
activity  all  the  way  through.) 

Bureau  of  Reclamation _  25,  000,  000 


(The  expenditures  in  this 
Bureau  have  been  increased 
in  such  a  way  that  it  has  be¬ 
come  an  absolute  menace  to 
the  farming  industry  and 
the  rest  of  the  country.) 


Total _  28,  250,  000 

LAEOR-FEDERAL  SECURITY  BILL,  1942 

Wage  and  Hour  Division _  $5,  000,  000 

Federal  Security  Agency — gen¬ 
eral  cut  on  account  of  ineffi¬ 
ciency  of  management,  10 

percent _  500,  000 

C.  C.  C _  246,000,000 

N.  Y.  A _  150,  000,  000 


(This  outfit  is  a  menace  to 
the  young  men  of  the  coun¬ 
try.  It  tends  to  demoralize 
them  and  to  reduce  their 
ideals  of  service.) 

National  Labor  Relations 

Board _  2,  900,  COO 

(This  Board  has  been  a 
menace  to  the  operations  of 
free  labor  and  the  employ¬ 
ment  of  our  people.  It  has 
promoted  strikes  and  sub¬ 
versive  activities  and  should 
be  done  away  with.) 


Total _  4C4,  400,  COO 


W.  P.  A _  911,390,000 

(This  organization  has  no 
excuse  for  its  existence 
whatever.  It  should  be  done 
away  with  at  once.) 


Grand  total _  2, 146, 169,  390 

Along  with  that  table,  I  am  going  to 
show,  as  I  go  along  from  item  to  item, 
the  reason  why  the  different  items  may 
be  eliminated.  Those  items  will  total 
$2,146,169,330.  I  do  not  have  the  slight¬ 
est  doubt  that  that  figure  could  be 
doubled.  I  do  not  have  the  slightest 
doubt  that  we  could  save,  out  of  nonde¬ 
fense  expenditures  $4,000,000,000  if  we 
went  at  it  with  the  power  to  do  it,  with 
the  power  to  thoroughly  examine  the  de¬ 
partments  and  find  out  just  what  they 
are  doing  with  the  money. 

Some  of  the  things  in  connection  with 
this  tax  bill  are  good.  Those  things  that 
place  a  tax  burden  upon  a  greater  num¬ 
ber  of  people  are  good.  The  tax  bill  it¬ 
self  is  good,  because  it  tends  to  add  to 
the  tax  burden  at  a  time  when  we  are 


running  a  tremendous  deficit.  There 
are  items  in  the  tax,  possibilities  that 
have  been  omitted,  such  as  a  lowering  of 
the  income-tax  brackets  which  the  gen¬ 
tleman  from  Kansas  [Mr.  Carlson]  so 
ably  referred  to  a  few  moments  ago, 
which  would  call  to  the  attention  of  al¬ 
most  every  family  the  necessity  for  cut¬ 
ting  down  the  foolish  expenditure  of  the 
people’s  money. 

Mr.  TREADWAY.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  TABER.  I  yield. 

Mr.  TREADWAY.  In  connection  with 
lowering  the  exemption,  does  the  gentle¬ 
man  feel  that  we  should  lower  the  ex¬ 
emption  below  the  point  where  there  is 
any  profit  to  the  Government,  just  to 
make  the  people  tax-conscious?  In 
other  words,  if  the  Treasury  shows  that 
a  lowering  below  the  present  figures  of 
$800  and  $2,000  for  single  and  married 
people,  respectively,  is  not  of  benefit  to 
the  Treasury,  would  the  gentleman  still 
advocate  that  lowering? 

Mr.  TABER.  I  am  familiar  to  a  cer¬ 
tain  extent  with  the  actual  cost  to  the 
Federal  Treasury  of  lowering  the  in¬ 
come-tax  brackets.  I  am  familiar  in  a 
way  that  members  of  the  Internal  Reve¬ 
nue  staff  may  not  be  familiar,  from  long 
practice  of  my  own  before  I  came  here, 
where  I  had  a  great  deal  to  do  with  was 
done  with  reference  to  income-tax  re¬ 
turns  and  from  long  experience  upon 
the  Treasury  Appropriations  Subcom¬ 
mittee,  where  we  have  had  to  go  into  the 
operations  of  the  Treasury  and  the 
Bureau  of  Internal  Revenue.  I  am  satis¬ 
fied  that  if  the  amount  of  work  that  is 
done  in  checking  the  smaller  returns  is 
graded  proportionately,  that  the  state¬ 
ment  as  to  diminishing  returns  that  the 
Bureau  of  Internal  Revenue  has  made  to 
you,  is  not  correct.  I  am  satisfied  that 
a  very  large  part  of  those  having  small 
incomes  below  the  figures  that  are  now 
the  exemption  figures,  receive  those  in¬ 
comes  from  salaries  or  from  wages  that 
are  practically  fixed,  where  the  check¬ 
ing  is  easy  and  can  be  accomplished 
with  comparatively  very  little  cost.  I 
do  not  believe  the  lowering  of  the  brack¬ 
ets  to  such  figures  as  $660  for  single  per¬ 
sons  and  $1,400  for  married  persons 
would  get  you  anywhere  near  the  point  of 
diminishing  returns. 

Mr.  TREADWAY.  Will  the  gentle¬ 
man  yield  once  more? 

Mr.  TABER.  I  yield. 

Mr.  TREADWAY.  I  would  like  to  call 
the  gentleman’s  attention  to  a  statement 
made  on  this  subject  by  the  Assistant 
Secretary  of  the  Treasury,  Mr.  Sullivan, 
in  his  testimony  before  the  committee. 
It  may  or  may  not  bear  out  the  gentle¬ 
man’s  contention,  but  the  sentence  to 
which  I  wish  to  refer  is  this: 

As  a  result  of  that  act — 

That  is,  the  Revenue  Act  of  1940, 
among  this  interminable  list  of  revenue 
acts  that  are  brought  forward  annually — 

As  a  result  of  that  act  approximately  8,200,- 
000  new  returns  will  be  filed  in  1941  and 
there  will  be  nearly  4,000,000  new  taxpayers. 

So,  if  these  new  taxpayers  to  the  num- 
I  ber  of  4,000,000  paid  any  amount  of  re- 
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turn,  lowering  the  exemption  would  add 
to  the  returns  to  the  Treasury. 

Mr.  TABER.  Oh,  it  would  add  to 
them,  but  we  have  already  in  the  Treas¬ 
ury,  in  the  Bureau  of  Internal  Revenue, 
practically  all  the  data  on  which  it  is 
necessary  to  check  every  one  of  these 
returns  representing  salaries  and  wages, 
as  a  result  of  the  operation  of  the  Social 
Security  Act  and  the  pay-roll  taxes. 
That  information  is  all  there,  and  you 
will  not  find  anywhere  near  the  propor¬ 
tionate  cost  of  operating  the  checking 
of  these  returns  that  you  have  upon  other 
returns  which  are  made  up  from  scatter¬ 
ing  sources,  such  as  applies  to  the  large 
returns  that  are  presented. 

Now,  there  are  other  items  involved 
here  that,  to  a  large  extent,  in  my  opin¬ 
ion,  should  have  been  considered.  For 
instance,  the  cigarette  tax.  There  is  not 
any  question  but  what  cigarettes  are  pay¬ 
ing  a  very  large  portion  of  the  tax.  On 
the  other  hand,  in  spite  of  the  increase 
in  local  taxes  that  has  been  imposed  upon 
cigarettes  in  the  last  5  or  6  years,  the 
consumption  has  steadily  increased. 
You  are  not  getting  to  the  point  of  di¬ 
minishing  returns,  at  a  time  when  the 
solvency  of  the  Government  depends 
upon  tax  returns  as  vitally  as  it  depends 
today,  so  long  as  the  consumption  con¬ 
tinues  to  increase.  Therefore  it  is  ap¬ 
parent  that  this  item  could  today  take 
an  increase  just  as  the  wine  industry  has 
been  asked  to  take  an  increase  of  from 
50  to  150  percent,  just  as  the  liquor  in¬ 
dustry  has  been  asked  to  take  an  in¬ 
crease  of  approximately  20  percent,  and 
just  as  many  other  items  have  been 
brought  in  for  new  taxes. 

Mr.  ROBERTSON  of  Virginia.  Will 
the  gentleman  yield? 

Mr.  TABER.  I  yield. 

Mr.  ROBERTSON  of  Virginia.  On  the 
subject  of  taxing  cigarettes,  has  the  gen¬ 
tleman  read  the  testimony  before  our 
committee  concerning  the  situation  of 
the  tobacco  farmers  of  the  country? 

Mr.  TABER.  I  have  read  some  of  it. 
I  have  not  read  all  of  it. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  New  York  has  expired. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  the  gentleman  5  additional  minutes. 

Mr.  ROBERTSON  of  Virginia.  Will 
the  gentleman  yield  further? 

Mr.  TABER.  I  yield. 

Mr.  ROBERTSON  of  Virginia.  If  the 
gentleman  will  read  all  the  testimony,  I 
think  he  will  be  convinced  that  the  to¬ 
bacco  farmers  are  in  a  deplorable  situa¬ 
tion,  which  would  be  made  worse  by  any 
further  increase  at  this  time  in  the  tax 
on  cigarettes.  It  was  not  to  protect  the 
big  cigarette  manufacturers,  who,  as  the 
gentleman  says,  have  increased  their 
business  and  enjoyed  profits  that  the 
committee  acted  in  not  imposing  addi¬ 
tional  taxes  at  this  time  on  tobacco,  but 
it  was  so  as  not  to  depress  further  those 
farmers  dependent  solely  upon  tobacco 
to  make  buckle  and  tongue  meet. 

Mr.  TABER.  As  I  understand  the  sit¬ 
uation,  it  is  something  like  this,  and  I 
want  to  be  corrected  if  I  am  wrong. 

Mr.  DOUGHTON.  Mr.  Chairman,  will 
the  gentleman  yield  for  a  short  observa¬ 
tion  right  there? 


Mr.  TABER.  If  the  gentleman  would 
let  me  answer  the  suggestion,  I  will  yield 
in  a  moment.  As  I  understand  it,  the  sit¬ 
uation  is  something  like  this:  In  1934  the 
tax  on  cigarettes  was  about  the  equivalent 
of  6  cents  a  package. 

Mr.  DOUGHTON.  How  is  that? 

Mr.  TABER.  In  1934  the  tax  on 
cigarettes  was  about  the  equivalent  of  6 
cents. 

Mr.  DOUGHTON.  I  believe  it  was  3 
cents. 

Mr.  TABER.  Very  well,  we  will  say  it 
was  3  cents.  Today  it  is  3'/2  cents.  In 
1934  the  price  of  cigarettes  was  two 
packages  for  a  quarter,  or  12V2  cents  a 
package.  They  sell  over  the  counter  to¬ 
day  for  16  cents,  or  an  increase  of  3V2 
cents.  The  increase  in  the  tax  was 
one-half  cent.  On  this  picture  it  does 
not  seem  to  me  the  tobacco  grower  should 
get  less  for  his  tobacco,  but  more  than 
he  has  at  any  time. 

Mr.  DOUGHTON.  That  shows  very 
clearly  that  the  cigarette  manufacturers 
cannot  take  care  of  themselves  and  that 
any  increased  burden  goes  either  to  the 
consumer,  as  the  gentleman  has  just 
indicated,  or  is  charged  back  to  the  pro¬ 
ducer  of  the  tobacco. 

Mr.  TABER.  The  increase  in  price  is 
3  cents  more  than  the  increase  in  the 

Mr.  DOUGHTON.  Will  the  gentleman 
yield  to  permit  me  to  make  a  short  state¬ 
ment? 

Mr.  TABER.  Certainly. 

Mr.  DOUGHTON.  The  gentleman  I 
know  is  fair  and  I  always  respect  his 
views  about  matters.  I  do  not  think  he 
gives  as  much  study  to  taxes  as  we  do, 
and  we  do  not  give  as  much  study  to 
appropriations  as  he,  but  I  have  great 
respect  for  his  ability,  integrity,  and 
knowledge. 

It  has  been  estimated  that  an  acre  of 
tobacco  that  is  processed  and  converted 
into  cigarettes  pays  a  tax  of  $1,100.  That 
is  a  pretty  lively  tax  on  an  acre.  The 
farmer  at  best  gets  no  more  than  $200 
for  tobacco  on  which  the  Government 
gets  $1,100.  That  was  shown  before  our 
committee. 

Mr.  TABER.  I  noticed  some  of  that 
testimony  as  I  went  over  the  hearings. 
On  the  other  hand,  however,  I  am  fa¬ 
miliar  with  the  increase  in  the  spread, 
that  is  the  price  has  gone  up  considerably 
more  than  the  tax  has  gone  up;  in  other 
words  it  is  seven  times  as  much;  and 
this  has  impressed  me  as  meaning  that 
if  the  industry  were  operating  properly — 
and  I  am  sure  all  the  big  tobacco  com¬ 
panies  have  made  a  considerable  profit 
right  straight  through  the  years  because 
I  have  seen  those  reports  in  the  news¬ 
papers — if  the  industry  were  operating 
properly  more  of  the  tax  could  be  ab¬ 
sorbed  by  this  industry.  I  say  this  with 
a  feeling,  of  course,  of  the  utmost  desire 
to  be  fair  to  the  grower. 

Mr.  TREADWAY.  Mr.  Chairman,  will 
the  gentleman  yield  for  an  inquiry  not 
related  to  the  tobacco  tax? 

Mr.  TABER.  Yes. 

Mr.  TREADWAY.  I  should  like  to 
have  the  gentleman  during  the  time  he 
has  the  floor  express  his  opinion  on  the 
idea  I  suggested  in  my  remarks  yester¬ 


6551 

day  that  there  should  be  some  coordina¬ 
tion  between  the  Ways  and  Means 
Committee  and  the  Appropriations  Com¬ 
mittee  in  the  matter  of  raising  revenue 
to  meet  the  appropriations  made  by  the 
committee  of  which  the  gentleman  is 
such  a  distinguished  member. 

[Here  the  gavel  fell.  I 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  2  additional  minutes  to  the  gen¬ 
tleman  from  New  York. 

Mr.  TABER.  Answering  the  gentle¬ 
man  from  Massachusetts,  I  may  say  I  be¬ 
lieve  there  should  be  close  cooperation 
between  the  Appropriations  Committee 
and  the  Ways  and  Means  Committee. 
In  normal  times  we  should  not  here  in 
the  Congress  attempt  to  appropriate 
large  sums  of  money  unless  the  revenue 
is  in  sight  to  meet  the  appropriations. 
I  appreciate  that  when  you  come  to  the 
defense  situation,  the  defense  of  the 
United  States,  we  have  got  to  dig  in  and 
appropriate  a  lot  of  funds  that  are  not 
in  sight  except  from  borrowing.  I  regret 
that  this  situation  exists,  but  it  does. 

Mr.  DISNEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  TABER.  I  yield. 

Mr.  DISNEY.  What  is  the  gentle¬ 
man’s  judgment  about  the  way  appro¬ 
priations  are  handled?  Is  it  not  a  mis¬ 
take  to  separate  appropriation  bills  into 
divisions  instead  of  having  one  appro¬ 
priation  bill? 

Mr.  TABER.  I  think  it  is  impossible 
for  any  appropriation  subcommittee,  or 
any  committee,  to  cover  every  single 
item.  I  am  satisfied  that  the  only  way 
we  can  get  anywhere  is  by  going  at  it 
the  way  Martin  Madden  did  when  he  re¬ 
organized  the  Appropriations  Committee 
in  1920.  Martin  Madden  absolutely  re¬ 
fused  to  appoint  anyone  to  a  subcom¬ 
mittee  who  was  specially  interested  in 
procuring  appropriations  along  the  line 
handled  by  the  subcommittee.  For  in¬ 
stance,  if  a  Member  lived  in  a  district 
where  there  was  a  navy  yard,  Mr.  Mad¬ 
den  would  never  consent  to  his  appoint¬ 
ment  on  the  naval  subcommittee;  and 
so  on  down  the  line. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  2  additional  minutes 
and  ask  him  this  question.  His  views 
and  mine  are  very  largely  similar  with 
respect  to  greater  economy  in  govern¬ 
ment,  but  is  it  not  true  that  if  not  a 
dollar  were  being  appropriated  out  of 
the  Treasury  for  normal  expenses  we 
could  not  reasonably  raise  enough  by 
taxation  to  pay  as  we  go  the  national- 
defense  program. 

Mr.  TABER.  We  could  not  do  it. 

Mr.  DOUGHTON.  Even  if  we  did  not 
have  a  dollar  of  normal  expenses. 

Mr.  TABER.  On  the  other  hand  there 
should  be  greater  economy  and  greater 
efficiency  on  the  part  of  those  who  are 
spending  the  defense  funds.  We  should 
get  rid  of  the  claptrap.  I  am  going  to 
give  an  illustration  of  that  which  I  want 
everyone  to  know  about  that  is  perfectly 
clear  and  it  is  within  the  comprehen¬ 
sion  of  every  ordinary  Congressman  like 
myself. 

When  they  go  to  work  and  start  a 
project  they  have  to  have  equipment  to 
use  upon  it.  Instead  ox  going  out  and 
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buying  automobiles,  trucks,  and  other 
equipment  that  have  to  be  used  upon 
that  project  at  the  low  prices  the  Treas¬ 
ury  Procurement  Division  has  procured 
for  all  Government  equipment  for  it  to 
work  with,  they  enter  into  a  lease  for 
the  equipment  on  a  monthly  basis,  let¬ 
ting  the  seller  or  the  lessor — that  is,  the 
local  dealer — figure  the  stuff  in  at  the 
full  retail  price,  plus  insurance,  plus  li¬ 
cense  fees,  plus  1-percent-a-month 
carrying  charge  for  financing  and  all 
that  sort  of  thing;  so  that  when  they 
get  through  they  have  about  double  what 
they  ought  to  for  the  job.  I  do  not  like 
that  way  of  doing  business. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  1  additional  minute. 

Mr.  DISNEY.  What  means  does  the 
Appropriations  Committee  have  for 
knowing  what  is  going  on  in  the  de¬ 
partments  with  reference  to  the  money 
that  the  Appropriations  Committee  has 
expended? 

Mr.  TABER.  Only  when  they  come 
up  for  an  additional  appropriation,  then 
we  question  them. 

Mr.  DISNEY.  The  Appropriations 
Committee  has  no  independent  staff  of 
its  own? 

Mr.  TABER.  No;  it  has  not.  Con¬ 
gress  has  no  such  staff.  We  also  have 
what  investigation  the  Military  Affairs 
Committee  and  the  Naval  Affairs  Com¬ 
mittee  are  able  to  make  from  time  to 
time  of  these  different  operations.  As 
far  as  the  defense  program  is  concerned 
that  is  all  we  have. 

Mr.  DISNEY.  In  other  words,  you 
take  the  word  of  the  departments  for  all 
their  expenditures? 

Mr.  TABER.  Yes. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Virginia  [Mr.  Robert¬ 
son], 

Mr.  ROBERTSON  of  Virginia.  Mr. 
Chairman,  few  who  have  not  read  the 
more  than  1,500  pages  of  the  printed 
hearings  of  the  Ways  and  Means  Commit¬ 
tee  on  the  pending  tax  bill  fully  appreci¬ 
ate  the  magnitude  of  the  task  confronting 
the  committee  in  the  preparation  of  a 
bill  to  add  not  less  than  three  and  one- 
half  billion  dollars  to  the  present  Federal 
load  of  approximately  $9,400,000,000.  In 
presenting  Treasury  recommendations, 
the  Secretary  of  the  Treasury  described 
his  recommendations  as  being  unparal¬ 
leled,  but  presented  in  an  unprecedented 
emergency.  The  fullest  opportunity  was 
given  by  the  committee  to  all  interested 
parties  to  present  their  views,  not  only  on 
the  Treasury  recommendations  but  on 
any  other  pertinent  and  germane  subject, 
of  which  202  witnesses  availed  themselves, 
including  representatives  of  large  busi¬ 
ness,  farm  and  labor  organizations  of  the 
country,  consumer  groups,  tax  experts, 
and  economists  of  national  repute.  The 
hearing  of  this  testimony  consumed  five 
laborious  weeks,  but  in  the  opinion  of  the 
committee  it  was  time  well  spent. 

It  is  unfortunate  that  there  are  some 
who  do  not  clearly  understand  our 
method  of  approach  to  tax  legislation.  In 
that  method  there  is  no  place  for  parti¬ 
sanship  or  pride  of  opinion  nor  occasion 


for  conflict  between  what  tax  experts  of 
the  executive  branch  of  the  Government 
want,  and  what  those  of  us  designated  by 
our  colleagues  to  study  tax  matters  want. 
What  all  of  us  want,  or  at  least  should 
want,  are  facts,  and  when  in  possession 
of  the  facts  it  then  becomes  the  exclusive 
function  of  the  representatives  of  the  leg¬ 
islative  branch  of  the  Government  to  pass 
on  the  question  of  policy.  And  in  our 
search  for  facts  we  realize  that  it  is  quite 
impossible,  in  a  nation  as  large,  as 
wealthy,  and  as  diversified  as  ours,  for 
any  one  tax  expert  to  know  how  any 
given  tax  proposal  will  affect  every  tax¬ 
payer  to  whom  it  may  be  applied. 
Therefore,  our  committee  has  given  effect 
to  the  philosophy  of  the  old  couplet; 

The  butterfly  beside  the  road 

Preached  contentment  to  the  toad; 

The  toad  beneath  the  harrow  knows 

Exactly  where  each  tooth  point  goes. 

When  on  the  spur  of  the  moment  our 
committee  has  decided  to  include  in  a  tax 
measure  some  new  proposal  which  had 
not  previously  been  studied  by  our  tax 
experts  and  on  which  no  testimony  has 
been  given  by  those  to  be  affected,  we 
have  usually  run  into  unexpected  difficul¬ 
ties.  That  statement  alone  should  serve 
as  a  sufficient  answer  to  any  critics  of  the 
pending  bill  who  say  that  the  committee 
should  have  made  provision  in  the  bill  to 
raise  more  than  three  and  one-half  billion 
dollars.  We  entered  upon  the  difficult 
task  of  framing  a  three  and  one-half 
billion  dollar  tax  bill  on  the  assumption 
that  expenditures  would  not  exceed  $19,- 
000,000,000,  and  that  a  revenue  for  the 
coming  fiscal  year  of  twelve  and  one-half 
billion  dollars  would  finance  approxi¬ 
mately  two-thirds  of  anticipated  Govern¬ 
ment  spending  for  that  year.  Hearings 
had  been  completed  and  much  spadework 
done  in  executive  session  before  the  com¬ 
mittee  was  advised  that  both  appropria¬ 
tions  and  expenditures  for  defense  would 
largely  exceed  the  previous  estimates.  In 
that  dilemma  the  Treasury  recommend¬ 
ed,  and  the  committee,  of  necessity,  con¬ 
curred  in  the  recommendation,  that  no 
effort  be  made  at  this  time  to  reach  a 
larger  objective  than  three  and  one-half 
billion  dollars,  although  all  and  sundry 
were  put  on  notice  that  we  face  the  neces¬ 
sity  of  imposing  still  additional  taxes  next 
year,  but  not  to  apply  to  incomes  earned 
in  the  calendar  year  of  1941. 

Even  today,  no  one  with  mathematical 
exactness  can  predict  what  the  amount 
of  defense  expenditures  in  the  current 
fiscal  year  will  be.  Officials  of  the 
O.  P.  M.  say  that  to  do  the  job  in  hand, 
defense  expenditures  should  reach  the 
level  of  $2,000,000,000  per  month,  which 
is  approximately  100  percent  higher  than 
the  present  rate.  Treasury  experts  do 
not  believe  that  figure  can  be  reached. 
Their  latest  estimate  of  fiscal  1942  ex¬ 
penditures,  including  nondefense  items, 
is  $22,000,000,000,  of  which  a  tax  revenue 
of  $13,000,000,000  will  be  approximately 
60  percent.  My  personal  hope  is  that  we 
not  only  reach,  but  reach  within  the 
near  future,  a  monthly  expenditure  of 
$2,000,000,000  a  month  for  defense  alone, 
because  when  I  voted  for  defense  appro¬ 
priations  that  now  total  more  than  $50,- 
000,000,000, 1  did  so  because  I  felt  we  face 
the  gravest  emergency  in  our  national 


history.  The  mere  appropriation  of 
money  does  not  provide  for  our  national 
security.  Those  funds  must  be  trans¬ 
lated  into  equipment  and  trained  per¬ 
sonnel.  And  when  I  voted  to  report  the 
biggest  tax  bill  in  the  history  of  the  Na¬ 
tion  and  rise  today  in  support  of  its  pas¬ 
sage,  I  do  so  because  I  believe  that  his 
personal  freedom  is  the  most  cherished 
possession  of  every  American  citizen,  for 
the  preservation  of  which  he  is  ready, 
able,  and  willing  to  make  any  necessary 
sacrifice.  While  I  do  not  seek  by  any 
means  to  justify  all  appropriations  made 
for  nondefense  purposes — on  the  con¬ 
trary  I  have  worked  and  voted  to  reduce 
nondefense  appropriations  and  regret  my 
efforts  in  that  behalf  were  not  more  suc¬ 
cessful — at  the  same  time,  it  is  only  fair 
to  point  out  that  revenue  from  existing 
tax  laws  will  balance  the  nondefense 
budget,  and.  therefore,  the  pending  tax 
bill  is  actually  what  we  claim  it  to  be — a 
defense-tax  program.  And  while  we 
found  no  appropriate  way  of  writing  into 
the  bill  the  fact  that  these  additional 
taxes  imposed  for  defense  purposes  are 
to  be  treated  as  emergency  taxes  of  a 
temporary  nature  and  not  permanent 
taxes,  that  is  the  unanimous  sentiment  of 
our  committee,  which  we  hope  will  be  the 
attitude  of  some  future  Congress  when 
the  pending  emergency  has  been  safely 
ended. 

Before  undertaking  to  discuss  in  detail 
the  phase  of  the  pending  bill  relating  to 
the  taxation  of  corporations,  I  feel  it  per¬ 
tinent  to  make  just  one  more  general  ob¬ 
servation.  When  the  Treasury  submit¬ 
ted  to  us  its  recommendations  for  a  new 
tax  bill,  there  was  considerable  news¬ 
paper  comment  to  the  effect  that  tax 
gatherers  never  had  any  new  ideas  con¬ 
cerning  taxation  and  always,  in  seeking 
additional  revenue,  proceeded  to  increase 
the  burden  of  those  already  paying  taxes. 
Now,  that  the  Ways  and  Means  Commit¬ 
tee  has  introduced  into  the  tax  bill  some 
new  ideas  and  some  new  subjects  of  tax¬ 
ation,  the  prevailing  comment  is  we  are 
proposing  to  work  some  grave  injustices, 
including  the  stabbing  of  certain  inno¬ 
cent  and  unsuspecting  people  in  the 
back — a  procedure  referred  to  in  some 
quarters  as  political  logrolling,  and  in 
others  as  reprehensible  cowardice.  But 
it  may  interest  some  of  my  colleagues  to 
know  that  a  disinterested  group  of  tax 
experts,  sponsored  by  that  outstanding 
adviser  on  taxation,  the  Commerce  Clear¬ 
ing  House,  Inc.,  have  brought  out  a  new 
book  entitled  “Principles  of  Public  Fi¬ 
nance,”  of  which  Mayne  S.  Howard  is  the 
editor  in  chief,  in  which  is  listed  all  the 
proper  subjects  of  Government  taxation. 
I  have  taken  the  trouble  to  study  that  list 
of  taxable  items  in  connection  with  the 
charge  of  no  new  ideas  and  have  found 
that  these  experts  list  only  one  method 
of  taxation  not  already  covered  by  State 
or  Federal  legislation,  including  the 
pending  bill,  namely,  a  capital  levy,  de¬ 
fined  by  them  as  a  once  and  for  all  ad 
valorem  tax  on  capital  at  a  rate  which  is 
in  excess  of  the  annual  return  from  cap¬ 
ital,  a  rate  high  enough  to  reduce  the 
amount  of  the  principal.  As  to  that  tax 
those  experts  say  it  “might  be  defensible” 
in  time  of  war,  and  add  it  is  the  last  step 
before  repudiation  of  the  public  debt. 
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The  Wall  Street  Journal,  in  its  issue 
of  July  29,  lists  certain  complaints  con¬ 
cerning  the  pending  bill,  including  the 
charges: 

First.  It  does  not  produce  sufficient 
revenue,  a  charge  I  have  already  an¬ 
swered,  to  which  may  be  added  my  per¬ 
sonal  guess  it  will  produce  $500,000,000 
more  than  current  estimates. 

Second.  That  the  excise  taxes  fall 
short  of  being  a  brake  upon  the  consump¬ 
tion  of  material  needed  in  the  defense 
program. 

Third.  The  present  exemption  from 
estate  taxes  of  $40,000,  plus  an  additional 
$40,000  of  insurance,  is  too  high,  and  the 
$40,000  exemption  from  gift  taxes,  plus 
$4,000  a  year  to  an  indefinite  number  for 
an  indefinite  period  is  likewise  too  high. 

Fourth.  While  not  listed  by  the  Wall 
Street  Journal,  criticism  in  some  quar¬ 
ters  has  been  leveled  at  the  provision  for 
mandatory  joint  returns  which  takes  a 
tax  advantage  away  from  about  6  per¬ 
cent  of  the  income-taxpaying  couples  in 
preference  to  increasing  the  tax  burden 
on  all  other  married  couples  and  on  all 
single  persons. 

There  has  been  a  minimum  of  criticism 
of  the  plan  carried  in  the  bill  for  the 
taxing  of  corporations,  due  in  part  no 
doubt  to  the  fact  that  corporations  in  the 
past  fiscal  year  paid  a  tot  .l  income  tax 
of  $1,852,000,000,  excess -profits  tax  of 
$164,000,000,  and  a  capital  stock  and  de¬ 
clared  value  excess-profits  tax  of  $204,- 
000,000,  or  a  total  of  $2,220,000,000,  to 
which  must  be  added  pay-roll  taxes  under 
the  Social  Security  Act  amounting  to 
$514,000,000.  The  pending  bill  will  add 
to  that  tax  burden,  exclusive  of  payroll 
taxes,  additional  income  taxes  of  $125,- 
000,000,  excess-profits  taxes  of  $1,198,- 
000,000,  and  a  capital  stock  tax  of 
$22,000,000,  a  total  of  additional  taxes 
of  $1,345,000,000.  It  is  to  be  noted  that 
previous  taxes  are  computed  on  the  basis 
of  fiscal  year  1941  and  the  new  taxes  are 
computed  on  the  basis  of  business  ex¬ 
pected  to  be  done  by  corporations  for  the 
calendar  year  1941.  With  increased 
business  in  the  calendar  year  of  1941, 
taxes  at  existing  rates  will  produce  more 
revenue  than  was  produced  for  the  fiscal 
year  of  1941.  At  a  rough  estimate, 
therefore,  under  the  pending  bill  the 
combined  taxes  on  corporations,  exclu¬ 
sive  of  pay-roll  taxes,  for  the  calendar 
year  of  1941  will  be  in  excess  of  $4,000,- 
000,000.  As  to  pay-roll  taxec  we  must  not 
lose  sight  of  the  fact  that  in  1943  the 
present  pay-roll  taxes  automatically  in¬ 
crease  100  percent,  going  to  a  combined 
rate  of  4  percent,  plus,  of  course,  the 
3  percent  additional  tax  for  unemploy¬ 
ment  compensation.  There  are  some 
who  contend  that  the  pending  bill  does 
not  tax  corporations  enough  and  that  by 
adopting  the  Treasury  recommendation 
of  excess  profits  computed  on  invested 
capital  alone,  plus  the  committee  plan  of 
computing  excess  profits  before  deduct¬ 
ing  the  normal  tax,  an  additional  reve¬ 
nue  of  $300,000,000  could  be  raised  from 
corporations.  The  charge  can  be  sus¬ 
tained  that  the  Treasury  recommended 
an  additional  burden  upon  personal  in¬ 
come  of  a  billion  and  a  half  dollars,  while 
the  committee  imposed  an  additional 


burden  of  $1,150,000,000;  the  charge  can 
be  successfully  made  that  the  Treasury 
recommended  additional  excise  taxes  in 
the  sum  of  $1,200,000,000  and  the  com¬ 
mittee  imposed  only  $900,000,000;  the 
charge  can  be  successfully  made  that  the 
Treasury  recommended  an  additional 
burden  of  approximately  $300,000,000  on 
estate  and  gift  taxes  and  the  committee 
imposed  only  $152,000,000;  however,  the 
charge  cannot  be  successfully  made  that 
the  committee  did  not  impose  as  much 
tax  burden  upon  corporations  as  was 
recommended  by  the  Treasury  Depart¬ 
ment.  On  the  contrary,  the  committee 
bill  will  take  from  corporations  approxi¬ 
mately  $445,000,000  more  than  the  origi¬ 
nal  Treasury  recommendation,  but  by 
employing  the  alternate  method  of  com¬ 
puting  excess-profits  taxes,  the  com¬ 
mittee  feels  the  proposed  tax  burden  will 
be  more  justly  and  equitably  distributed 
than  under  the  Treasury  plan.  In  con¬ 
firmation  of  that  assumption  I  need  but 
call  attention  to  the  fact  that  when  it 
was  reported  the  committee  would  re¬ 
consider  the  action  taken  to  permit  the 
alternate  plan,  I  received,  in  the  course 
of  2  days,  more  than  300  telegrams  from 
all  sections  of  the  Nation  urging  us  to 
retain  the  committee  plan  for  the  taxa¬ 
tion  of  corporations.  There  was  not  a 
single  representative  of  industry  who 
testified  before  our  committee  in  behalf 
of  limiting  corporations  to  the  use  of  the 
invested  capital  plan  for  computing  the 
excess-profits  credit.  Many  appeared 
before  us  in  opposition  to  the  plan.  The 
burden  of  the  testimony  on  this  subject 
before  the  committee,  and  of  the  letters 
and  telegrams  received  by  committee 
members,  was  to  the  effect  that  the  cor¬ 
porations  of  the  country  did  not  object 
to  bearing  their  full  share  of  the  defense- 
tax  burden  but  did  object  to  the  Congress 
writing  into  the  tax  laws  a  provision  con¬ 
cerning  excess-profits  taxes  which  would 
impose  wartime  rates  upon  normal 
earnings  and  thus,  in  effect,  penalize 
successful  operation. 

It  was  frankly  admitted  by  the  spon¬ 
sors  of  the  Treasury  plan  that  they  de¬ 
sired  to  place  heavier  taxation  upon 
those  corporations  that  enjoyed  large 
average  earnings  during  the  base  period 
years  of  1936-39,  even  when  their  present 
earnings  show  no  increase,  thus  demon¬ 
strating  that  they  are  receiving  no  bene¬ 
fits  from  the  defense  expenditures. 
These  earnings,  however,  the  sponsors 
of  the  Treasury  plan  deemed  to  be  ex¬ 
cessive.  But  the  committee,  while 
frankly  admitting  the  impossibility  of 
the  task  of  framing  any  excess-profits 
tax  law  free  from  all  inequalities  and 
hardships,  took  the  position  that  only 
war  profits  should  be  taxed  as  war  prof¬ 
its,  and  consequently  it  limited  the  ex¬ 
cess-profits  phase  of  the  current  tax  on 
corporations  to  that  principle.  The 
thought  was  well  expressed  by  James  F. 
Stiles,  Jr.,  vice  president-treasurer,  Ab¬ 
bott  -Laboratories,  who,  in  testifying  be¬ 
fore  our  committee,  said: 

I  am  convinced  that  while  it  is  necessary 
for  Congress  to  levy,  and  all  of  us  to  pay, 
all  the  taxes  that  can  be  raised,  it  is  not 
their  intention  to  tax  normal  profits  of  any 
company  as  excess  profits,  when  it  is  pos¬ 
sible  to  determine  what  are  normal  profits. 


On  the  subject  of  the  greater  fairness 
of  the  alternate  methods  of  computing 
the  excess-profits  credit  the  committee 
report  states: 

Your  committee  has  retained  the  excess- 
profits  tax  structure  which  was  established 
in  the  Second  Revenue  Act  of  1940.  The 
allowance  of  the  alternate  methods  of  com¬ 
puting  the  excess-profits  c’-edit — that  is, 
either  the  invested-capital  method  or  the 
average-earnings  method — has  been  justified 
by  experience.  The  soundness  of  the  policy 
of  allowing  the  computation  of  the  credit 
on  the  basis  of  average  earnings  appears  to 
your  committee  to  have  been  adequately 
demonstrated. 

A  method  for  computing  excess  profits  based 
upon  invested  capital  alone  will  penalize 
many  corporations  and  favor  their  competi¬ 
tors.  For  example,  a  corporation  organized 
in  a  period  of  low  values  would  be  discrimi¬ 
nated  against  in  favor  of  a  corporation  or¬ 
ganized  in  a  period  of  high  values.  Com¬ 
pare,  for  example,  a  corporation  organized 
in  1929  with  a  corporation  organized  in  1931. 
The  identical  assets  may  have  been  turned 
in  to  each  corporation.  Yet  such  assets  may 
be  reflected  in  invested  capital  of  one  cor¬ 
poration  at  many  times  the  value  it  would 
have  in  computing  the  invested  capital  of 
the  other  corporation.  In  the  summary  of 
the  testimony  before  the  War  Policy  Com¬ 
mission,  House  Document  No  271,  it  is  stated 
in  reference  to  invested  capital  that,  "In 
some  cases  mere  accidents  of  incorporation 
in  one  year,  instead  of  one  year  later,  meant 
savings  in  taxes  of  millions  of  dollars."  A 
corporation  reorganized  shortly  before  the 
World  War  would  have  a  higher  basis  than 
if  there  had  been  no  such  reorganization. 
The  invested-capital  method  alone  would 
also  favor  a  corporation  which,  has  distrib¬ 
uted  in  the  past  little  or  no  dividends  as 
compared  with  a  corporation  which  has  pur¬ 
sued  a  liberal  dividend  policy.  This  is  be¬ 
cause  the  accumulated  earnings  and  profits 
of  a  corporation  enter  into  the  computation 
of  its  invested  capital.  It  would  also  penal¬ 
ize  the  stockholders  of  a  corporation  who 
paid  for  their  stock  on  the  basis  of  the  pres¬ 
ent  worth  of  the  corporation.  It  is  well 
recognized  that  there  has  been  a  large  turn¬ 
over  in  the  stock  of  many  corporations.  The 
present  owners  in  many  instances  acquired 
such  stock  on  the  basis  of  the  earning  rec¬ 
ord  of  the  corporation  at  the  time  of  pur¬ 
chase.  To  conclude  that  they  have  realized 
excess  profits  on  the  basis  of  what  the  origi¬ 
nal  owners  paid  for  the  stock  seems  contrary 
to  equity  and  justice. 

The  invested-capital  method  will  also  give 
no  recognition  to  the  fact  that  many  busi¬ 
nesses  have  been  conservatively  capitalized  or 
built  up,  especially  the  smaller  ones,  not 
mainly  from  capital  but  from  good  manage¬ 
ment,  skill,  development  of  goodwill,  favorable 
locations,  trade  advantages,  and  other  impor¬ 
tant  factors  of  personal  efficiency.  As  well 
stated  by  the  late  Professor  Seligman  of  Co¬ 
lumbia  University:  "Almost  all  large  busi¬ 
nesses  have  grown  from  humble  beginnings, 
and  it  is  precisely  in  these  humble  beginnings 
that  the  percentage  of  the  profits  to  the  capi¬ 
tal  invested  is  apt  to  be  the  greatest.”  How¬ 
ever,  your  committee  felt  that  there  was 
ample  justification  for  continuing  the  use  of 
the  invested-capital  method  as  an  optional 
base.  It  is  necessary  to  provide  a  yardstick 
for  those  corporations  which  had  no  base-pe¬ 
riod  income  or  those  which  were  operating 
on  a  subnormal  basis  in  the  base  period. 
But,  it  is  not  believed  that  the  treatment 
should  be  such  as  to  give  corporations  too 
large  an  exemption  of  profits  attributable  to 
the  defense  program.  Evidence  before  your 
committee  conclusively  showed  that  the  in¬ 
vested-capital  plan  alone  penalizes  small 
corporations  and  that  was  accentuated  by 
the  Treasury's  new  rate  schedule. 
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Upon  this  structure,  your  committee  has 
made  the  following  changes: 

(a)  Increased  rates:  The  existing  rates 
have  been  increased  by  10  percentage  points 
In  each  bracket,  as  follows: 


Adjusted  excess-profits  net 
income 

Rates  under — 

Existing 

law 

Proposed 

law 

0  to  $20,000 . . 

Percent 

25 

SO 

35 

40 

45 

60 

Percent 

35 

40 

45 

50 

55 

60 

$20,000  to  $50,000.. . . . 

$50,000  to  $100,000. . 

$100,000  to  $250,000 . 

$250,000  to  $500,000 . . . 

Over  $500,000 _ 

(b)  Reduction  in  invested  capital  credit: 
Tlie  invested  capital  credit,  which  under  ex¬ 
isting  law  is  8  percent  of  the  invested  capital, 
is  left  8  percent  on  the  first  $5,000,000  of  in¬ 
vested  capital  but  is  reduced  to  7  percent 
on  the  balance. 

I  feel  in  frankness  I  should  add  that 
when  a  corporation  computes  its  excess- 
profits  taxes  before  deducting  normal 
taxes  the  invested  capital  credit  of  8 
percent  is  thereby  reduced  to  5.6  and  the 
7  percent  reduced  to  4.9.  But  even  that 
lowest  figure  is  above  the  4  percent  on 
capital  in  excess  of  $5,000,000  that  was 
provided  in  the  Treasury  plan. 

It  is  to  be  noted,  however,  that  no  cor¬ 
poration  escapes  the  new  defense  tax 
because  it,  in  effect,  raises  the  base  rate 
on  all  corporations,  adding  5  percent  on 
net  incomes  up  to  $25,000,  and  6  percent 
beyond  that  figure,  and  by  imposing  that 
increase  as  a  surtax  instead  of  a  normal 
tax  we  are  able  to  reach  the  income  of  a 
large  amount  of  partially  tax-exempt 
Federal  bonds.  In  my  opinion,  all  well- 
informed  corporation  officials  expected 
an  increase  in  the  base  rate  and  did  not 
object  to  it  under  existing  circumstances. 
The  bill  also  provides  a  new  10-percent 
tax  on  additional  profits  not  subjected  to 
excess-profits  tax  under  existing  law.  I 
prefer  to  give  the  majority  opinion  in¬ 
stead  of  my  own  opinion  concerning  that 
tax,  which  in  the  committee  report  is 
described  as  follows: 

(d)  Ten  percent  tax  on  additional  profits 
not  subjected  to  excess-profits  tax  under 
existing  law:  The  existing  law  does  not  sub¬ 
ject  to  the  excess-profits  tax  earnings  which 
are  not  in  excess  of  the  greater  of  the  average 
earnings  for  the  base  period  and  the  invested 
capital  credit.  Thus,  many  corporations 
which  are  making  added  profits  directly  or 
indirectly  attributable  to  Government  ex¬ 
penditures  for  the  national  defense  are  pay¬ 
ing  no  additional  taxes  upon  such  profits. 
It  is  felt  that  such  corporations,  benefiting  so 
substantially  from  the  defense  expenditures, 
should  make  a  larger  contribution  from  their 
increased  income  even  though  their  income 
for  the  taxable  year  is  still  less  than  the 
invested  capital  credit. 

Apparently  the  businessmen  did  not 
expect  the  change  requiring  the  compu¬ 
tation  of  excess-profit  taxes  before  de¬ 
duction  of  normal  taxes,  but  I  regard 
that  as  one  of  the  soundest  features  of  the 
pending  bill.  In  that  respect  we  follow 
the  principle  of  the  excess-profits-tax  bill 
of  World  War  No.  1,  of  the  British  law, 
and  substantially  the  Canadian  law.  It 
has  the  virtue  of  going  directly  to  the 
question  of  how  much  a  given  corpora¬ 
tion  has  benefited  in  net  income  from 
defense  spending  and  placing  an  appro¬ 


priate  tax  upon  that  specific  increase, 
thus  subjecting  to  the  excess-profit  tax 
every  dollar  of  excess  profits. 

Special  treatment  is  provided  in  the 
bill  for  new  capital,  thus  encouraging  the 
investment  of  private  capital  in  corpo¬ 
rate  enterprises  engaged  in  the  defense 
effort.  For  each  hundred  dollars  of 
money  or  property  paid  in  for  stock  af¬ 
ter  December  31,  1940,  the  invested  capi¬ 
tal  of  a  corporation  will  be  increased  by 
$125,  thus  substantially  increasing  the 
invested  capital  credit.  It  will  be  remem¬ 
bered  that  under  the  existing  law  the  cost 
of  plant  and  facilities  necessary  in  the 
national  defense  may  be  amortized  in  as 
little  as  3  years.  The  bill  makes  no 
change  in  this  respect.  In  addition,  it 
continues  the  allowance  of  50  percent  of 
borrowed  capital  to  be  treated  as  in¬ 
vested  capital. 

When  it  is  considered  that  the  pending 
tax  bill,  in  conjunction  with  the  rates 
under  existing  law,  will  impose  a  tax  bur¬ 
den  on  corporations  in  excess  of  $4,000,- 
000,000  a  year,  to  which  must  be  added 
State  and  local  taxes,  including  the  3- 
percent  pay-roll  tax  for  unemployment 
compensation,  it  is  my  opinion  we  have 
gone  as  far  as  it  is  safe  and  wise  to  go  in 
financing  Government  expenditures  from 
that  source.  For  years,  notwithstanding 
the  fact  that  some  30,000,000  are  depend¬ 
ent  upon  agriculture  for  a  livelihood,  we 
have  been  an  industrial  Nation,  and  the 
domestic  economy  of  our  system  of  free 
enterprise  has  become  virtually  depend¬ 
ent  upon  full  employment  at  decent 
wages  in  industry.  In  a  Nation  which 
each  year  produces  an  exportable  sur¬ 
plus  of  foodstuff,  we  are  properly  commit¬ 
ted  to  the  program  that  no  one  who 
makes  a  reasonable  effort  to  help  him¬ 
self  shall  go  hungry.  Consequently,  in 
the  depression  period  of  recent  years,  the 
Federal  Government  has  appropriated 
billions  of  dollars  for  the  relief  of  the  un¬ 
employed  and  primarily  for  those  that 
would  normally  be  employed  in  industry. 
A  tax  system  that  either  discourages  full 
employment  in  industry  or  makes  that 
virtually  impossible  is  economically  un¬ 
sound.  As  previously  indicated,  the  tax 
rates  in  the  pending  bill  are  designed  to 
be  temporary.  When  defense  spending 
has  ended,  it  will  be  highly  essential  to 
lower  them.  But  even  in  this  period  of 
vast  spending  for  defense,  the  applica¬ 
tion  of  priorities  will  hurt  a  large  number 
of  small  corporations,  and  certainly  it 
cannot  be  claimed  that  a  limit  on  ven¬ 
ture  capital  of  4.6  percent  before  the 
application  of  wartime  taxes  is  going  to 
produce  any  wartime  millionaires. 

In  the  preparation  of  this  tax  bill  it 
has  been  my  privilege  to  hear  many  rep¬ 
resentatives  of  industry  testify,  to  con¬ 
fer  with  them  in  my  office,  and  to  read 
the  letters  they  have  written  me  con¬ 
cerning  their  tax  problems.  Based  upon 
those  wide  contacts  with  representative 
businessmen  from  all  sections  of  the  Na¬ 
tion,  I  can  truthfully  bear  testimony  to 
the  fact  that  they  are  able,  efficient  be¬ 
yond  any  similar  group  in  any  other  na¬ 
tion,  and  also  patriotic.  They  have  not 
complained  about  paying  taxes  to  fi¬ 
nance  the  defense  program,  but  merely 
have  insisted  that  the  method  of  levying 
them  be  made  as  fair  and  equitable  as 


possible.  And  there  can  be  no  doubt 
about  the  fact  that  they  have  put  their 
shoulder  in  a  wholehearted  way  to  the  es¬ 
sential  job  of  producing  defense  material, 
notwithstanding  the  fact  that  an  unfair 
and  unfairly  administered  Labor  Rela¬ 
tions  Act  has  subjected  some  of  them  to 
grievous  losses  and  expenses  from  which 
there  has  been  no  redress,  and  the  fur¬ 
ther  fact  that  the  provisions  of  the  wage 
and  hour  law  penalize  them  in  overtime 
wages  for  full  production.  I  am  not  un¬ 
mindful  of  the  fact  that  the  business  and 
the  financial  interests  of  the  Nation  dom¬ 
inated  the  Government  from  1920  until 
1930  and  did  it  in  a  selfish  and  short¬ 
sighted  manner,  but  they  have  paid  dear¬ 
ly  for  those  mistakes.  I  am  not  unmind¬ 
ful  of  the  fact  that  there  are  still  some 
selfish  and  shortsighted  industrialists 
who  do  not  think  the  laborer  is  worthy 
of  his  hire  and  whose  primary  concern  is 
social  security  for  themselves.  But  they 
are  the  exception  that  proves  the  rule 
that  the  businessmen  of  this  Nation  are 
fair  and  honest  and  patriotic,  and  can  be 
depended  upon  in  this  emergency  to  up¬ 
hold  the  principles  of  American  consti¬ 
tutional  liberty.  All  that  I  ask  is  that  all 
other  groups  in  the  country,  including 
organized  labor,  join  in  this  emergency 
with  the  industrial  leaders  of  the  country 
in  placing  the  public  welfare  and  our  na¬ 
tional  security  first.  To  do  the  job  in 
hand,  we  need  as  never  before  unity  of 
purpose  and  unity  of  action.  President 
Roosevelt  and  the  Chief  of  Staff  of  our 
Army  have  not  exaggerated  the  danger 
that  confronts  us  or  the  gravity  of  this 
emergency. 

That  it  is  Hitler’s  plan  to  dominate  the 
world,  including  our  own  hemisphere, 
can  no  longer  be  successfully  questioned. 
Nations  which  sought  to  purchase  their 
peace  by  a  program  of  appeasement  were 
ruthlessly  overrun  and  destroyed.  Hitler 
recognizes  nothing  except  superior  force, 
and  that,  of  necessity,  must  be  our  answer 
to  him.  The  program  involves  sacrifice, 
of  which  this  tax  bill  is  but  a  part,  and 
small  in  comparison  with  the  sacrifice 
made  by  these  in  the  armed  forces,  but  I 
mistake  the  temper  of  the  American 
people  if  I  am  not  right  in  assuming  they 
would  prefer  any  voluntary  sacrifice  to 
living  in  slavery  under  a  foreign  dictator. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  New  Jersey  [Mr. 
Osmers]. 

Mr.  OSMERS.  Mr.  Chairman,  America 
today  is  in  great  danger.  There  are  vary¬ 
ing  opinions  as  to  the  extent  of  that 
danger  in  a  military  sense.  There  is 
absolutely  no  division  with  respect  to  the 
real  danger  that  confronts  our  financial 
system,  regardless  of  the  outcome  and 
future  course  of  the  present  war. 

Too  often  have  democratic  govern¬ 
ments  foundered  on  the  rocks  of  financial 
insolvency.  The  road  to  fiscal  ruin  upon 
which  we  embarked  in  the  early  thirties 
is  no$  being  followed  at  an  ever-increas¬ 
ing  pace  as  huge  debts  pile  upon  mount¬ 
ing  deficits.  What  lies  ahead  no  one 
knows.  A  national  debt  of  $150,000,- 
000,000  or  more  is  not  beyond  the  realm 
of  possibility.  It  is  my  honest  convic¬ 
tion  that  the  generations  to  follow  will 
never  even  attempt  to  liquidate  or  carry 
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this  impossible  burden.  It  therefore  be¬ 
comes  the  duty  of  those  of  us  in  this 
generation  who  are  charged  with  the  re¬ 
sponsibilities  of  government  to  face  the 
financial  facts  of  life  and  to  begin  on  a 
course  that  will  lead  to  solvency  rather 
than  ruin. 

The  committee  has  labored  long  and 
valiantly  in  framing  this  measure  and  in 
meeting  the  amount  demanded  of  us  by 
the  Treasury  Department.  It  can  well 
be  said  of  the  committee  and  of  the 
Treasury  that  their  “sights  have  been 
too  low.”  The  fiscal  year  ahead  will 
probably  see  the  expenditure  of  $30,000,- 
000,000  and  total  revenue,  including  the 
amounts  to  be  raised  by  this  bill,  will 
aggregate  about  $13,000,000,000.  A  more 
fantastic  or  improper  ratio  is  hard  to 
imagine. 

When  we  consider  the  real  danger  of 
inflation  that  we  face,  caused  by  a  short¬ 
age  of  consumer  goods  and  a  rise  in  em¬ 
ployment  and  wages,  we  certainly  must 
prepare  to  take  by  taxes  a  larger  share 
of  the  national  income,  if  for  no  other 
reason  than  to  check  the  already  rising 
spiral. 

This  bill  and  our  other  tax  laws  will 
require  direct  payments  in  income  taxes 
by  only  one  earner  out  of  six  in  the 
Nation.  If  we  are  to  remain  with  a  demo¬ 
cratic  form  of  government  there  must  be 
a  wider  participation  on  the  part  of  all 
of  us  in  assuming  the  financial  burdens 
of  government.  No  wage  earner,  how¬ 
ever  small  his  income  may  be,  should  be 
relieved  from  contributing  directly  his 
mite  in  direct  income  taxes  to  the  cost 
of  government.  Every  American  wage 
earner  should  pay  an  income  tax  so  long 
as  the  present  emergency  exists.  The 
myth  of  soaking  the  rich  as  a  means  of 
paying  the  costs  of  government  has  been 
so  thoroughly  exploded  that  we  need  not 
discuss  it  further. 

Even  with  the  present  near  confisca¬ 
tion  of  large  incomes  we  are  so  far  short 
of  meeting  our  financial  obligations  that 
we  must  look  to  the  great  bulk  of  our 
citizens  for  their  support. 

There  is  contained  in  this  bill  a  pro¬ 
vision  which  would  force  a  man  and  wife 
with  separate  incomes  to  file  a  joint  re¬ 
turn.  This  is  not  a  bona  fide  proposal, 
instead  it  is  a  sly  and  tricky  way  of  ex¬ 
torting  huge  tax  payments  from  a  group 
already  more  than  heavily  burdened. 
Those  who  have  fought  for  the  legal  in¬ 
dependence  of  women  cannot  but  regard 
this  proposal  as  a  set-back  that  nullifies 
the  work  of  many  years.  Why  should 
we  place  a  penalty  on  marriage?  Why 
Congress  should  seek  to  destroy  the 
financial  independence  of  women  through 
the  medium  of  this  tax  bill  is  beyond 
comprehension. 

When  totals  are  considered,  the 
amount  to  be  raised  by  this  provision 
pales  into  insignificance.  So  long  as 
this  compulsory  joint  return  proposal  is 
part  of  this  bill  it  will  not  have  my 
support. 

The  need  for  revenue  from  the  widest 
possible  number  of  citizens  is  so  great  in 
view  of  the  cost  of  our  defense  program 
that  we  must  not  allow  tax  legislation  to 
become  punitive  or  oppressive  on  small 
groups  within  the  population. 


The  fiscal  needs  of  the  Nation  can 
best  be  met: 

First.  By  strict  economy  in  all  non¬ 
defense  activities. 

Second.  By  including  all  wage  earners 
as  direct  income-tax  payers. 

Third.  By  paying  as  large  a  portion  of 
defense  costs  as  possible  now. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Kansas  [Mr.  Rees], 

Mr.  REES  of  Kansas.  Mr.  Chairman, 
we  are  considering  the  biggest  tax  bill 
ever  submitted  to  Congress  at  any  time 
in  the  Nation’s  history.  It  is  estimated 
that  under  its  provisions,  three  and  one- 
half  billion  dollars  of  additional  revenue 
will  be  raised  to  help  carry  on  the  huge 
expenditures  of  our  Government.  Mem¬ 
bers  of  the  Ways  and  Means  Committee 
advise  they  have  spent  4  months’  time 
holding  hearings  and  considering  this 
measure.  I  am  sure  they  have  labored 
hard  and  long  in  an  effort  to  provide  an 
equitable  distribution  of  the  tax  load 
which  is  being  proposed.  I  think  it  is 
interesting  to  observe  that  just  last  week 
this  House  spent  only  about  4  hours  con¬ 
sidering  an  appropriation  bill  providing 
for  the  expenditure  of  $8,000.000,000 — 
more  than  twice  the  amount  of  this  bill. 

Mr.  Chairman,  this  is  an  important 
measure.  I  deem  it  extremely  unfair  and 
undemocratic  to  bring  it  to  the  floor  of 
the  House  under  what  is  known  as  the 
gag  rule.  The  mere  fact  that  such 
rule  has  been  invoked  on  certain  other 
occasions  does  not  necessarily  justify  it 
here.  Bills  providing  for  the  spending 
of  money  do  not  come  up  under  such  a 
rule. 

This  legislation  is  going  to  reach  right 
down  into  the  homes  of  the  people  of 
this  country.  It  will  affect  more  people, 
directly  or  indirectly,  than  any  other  tax 
bill  we  have  had.  We  are  representatives 
of  the  people.  We  ought  to  have  the 
right,  not  only  to  discuss  the  measure, 
but  to  offer  any  amendments  we  believe 
to  be  for  the  best  interests  of  our  people 
and  our  countiy.  The  House,  by  a  ma¬ 
jority  vote,  should  have  the  right  to  ac¬ 
cept  or  reject  amendments  offered  by  its 
Members.  As  the  situation  stands,  we 
shall  vote  for,  or  against  the  bill  in  its 
entirety.  If  we  vote  against  the  bill  be¬ 
cause  of  certain  provisions  we  do  not 
like — then  we  will  have  no  additional  tax 
legislation,  and  our  mounting  deficits  will 
likewise  be  increased. 

Mr.  Chairman,  I  think  it  is  important, 
too,  that  people  who  pay  these  taxes 
should  understand  rather  definitely  that 
with  all  the  taxes  that  have  been  raised 
during  the  past  year,  including  additional 
taxes  provided  a  year  ago — only  a  small 
amount  has  actually  been  paid  on  de¬ 
fense  expenditures.  The  American  peo¬ 
ple  are  patriotic.  They  want  to  do  the 
thing  that  is  fair  and  right.  They  want 
to  pay  the  necessary  expenses  for  the 
operation  of  the  Government  under 
which  they  live,  and  to  meet  any  reason¬ 
able  demands  required  to  carry,  on  the 
national-defense  program. 

At  the  close  of  our  fiscal  year  just 
ended,  we  find  our  country  with  its 
greatest  peacetime  deficit,  even  though 
Treasury  receipts  for  last  year  were  the 
largest  in  history.  We  raised  $7,600,- 


000,000  in  taxes  last  year.  That  is  more 
than  was  provided  any  previous  year,  in¬ 
cluding  the  peak  year  of  1920.  But,  after 
Uncle  Sam  paid  $6,662,000,000  for  ordi¬ 
nary  expenses  of  the  Government,  we 
had  approximately  $900,000,000  left  to 
apply  on  defense  expenditures.  In  other 
words,  including  the  huge  tax  bill  of  last 
year,  less  than  ll  percent  was  applied  on 
defense.  The  other  89  percent  went  for 
regular  expenses  of  government.  The 
problem  becomes  more  serious  when  it  is 
observed  that  even  larger  amounts  have 
been  appropriated  this  year  for  nonde¬ 
fense  expenditures  than  last  year. 

I  have  just  suggested  that  our  taxes 
last  year  were  more  than  $7,000,000,000. 
Under  this  bill,  it  is  proposed  to  increase 
the  tax  charge  by  one-half  that  amount, 
so  our  tax  bill  for  next  year  will  run 
about  $11,000,000,000.  It  looks  like  a 
staggering  load,  but  even  then  the  entire 
amount,  when  collected,  will  only  pay 
about  half  the  amount  we  have  already 
agreed  to  spend  next  year.  Of  course, 
this  is  because  of  the  huge  expenditures 
necessary  for  carrying  on  our  defense 
program.  As  a  matter  of  fact,  the  chair¬ 
man  of  the  Committee  on  Appropriations 
has  told  us  that  during  the  past  2  years 
we  have  either  appropriated  or  agreed  to 
expend  approximately  $50,000  000,000  for 
defenses,  and  the  end  is  not  yet  in  sight. 
The  chairman  of  the  Ways  and  Means 
Committee  has  advised  we  may  expect 
additional  tax  bills,  including  the  possi¬ 
bility  of  a  general  sales  tax. 

The  people  of  this  country  want  a 
strong,  effective  defense  program.  I  be¬ 
lieve  they  are  willing,  insofar  as  they  can 
do  so,  to  pay  for  it.  But,  Mr.  Chairman, 
we  are  entitled  to  have  a  dollar’s  worth 
of  value  for  every  dollar  expended  for 
governmental  as  well  as  defense  pur¬ 
poses.  Let  it  be  observed,  also,  that, 
while  Congress  appropriates  the  money, 
the  spending  is  done  through  adminis¬ 
trative  channels.  Time  after  time  Mem¬ 
bers  have  pointed  out  the  extravagant 
manner  in  which  a  great  share  of  the 
funds  are  being  used.  The  President  has 
called  upon  the  people  of  this  country  to 
sacrifice  in  support  of  our  defense  pro¬ 
gram.  The  least  our  Government  can  do 
is  to  see  that  these  funds  are  judiciously 
expended  and  savings  effected  where 
possible  in  the  interests  of  good  govern¬ 
ment.  The  Secretary  of  the  Treasury 
advised  the  Ways  and  Means  Committee 
several  weeks  ago  that  after  careful  study 
he  believed  at  least  $1,000,000,000  could 
be  saved  in  our  nondefense  appropria¬ 
tions.  Not  one  thing  has  been  done  in 
an  effort  to  save  even  part  of  that  sum. 
As  I  just  pointed  out,  nondefense  ex¬ 
penses  are  greater  than  ever.  On  the 
occasions  when  some  of  our  Members 
have  tried  to  cut  expenses  where  they 
would  be  least  harmful,  some  bureau  or 
organized  group  would  oppose  it. 

Let  it  be  understood  that  I  am  not  in 
favor  of  cutting  any  expenditures  that 
will  in  anywise  injure  our  defense  pro¬ 
gram,  but  I  do  say  that  large  sums  being 
spent  for  and  in  the  name  of  national  de¬ 
fense  could  be  more  wisely  and  judi¬ 
ciously  used  and  expended. 

Mr.  Chairman,  I  believe  that  if  this 
Congress  would  determine  to  do  so,  it 
could,  without  injury,  save  millions  of 
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dollars  that  have  been  appropriated  for 
nondefense  expenses  of  our  Govern¬ 
ment,  and  could  also  see  to  it  that  millions 
of  dollars  which  have  been  appropriated 
for  defense  purposes  could  be  more  eco¬ 
nomically  expended. 

Let  me  give  you  a  few  specific  instances 
of  the  manner  in  which  the  taxpayers’ 
money  has  been  expended  in  the  name  of 
national  defense. 

Our  Government  is  now  building  a 
beautiful  scenic  highway  across  a  half 
dozen  Southern  States  which,  when  com¬ 
pleted,  will  cost  about  $60,000,000.  This 
highway,  or  parkway,  as  it  was  called,,  was 
begun  about  4  years  ago.  It  will  be  com¬ 
pleted  in  about  3  or  4  more  years.  The 
last  appropriation  of  $7,000,000  went 
through  this  House  because  it  was  sug¬ 
gested  the  highway  was  needed  as  a  part 
of  our  defense  program.  It  is  well  known 
to  be  only  a  scenic  highway,  winding 
through  the  mountains,  and  not  suitable 
for  military  purposes. 

Within  the  last  few  weeks  this  Con¬ 
gress  authorized  an  expenditure  of  sev¬ 
eral  million  dollars  for  a  dam  somewhere 
in  the  State  of  Arizona.  It  was  sub¬ 
mitted  on  the  ground  that  the  project 
might  be  needed  in  connection  with  the 
defense  program.  When  questioned,  it 
was  admitted  the  dam  could  not  be  com¬ 
pleted  and  ready  for  use  for  about  4 
years. 

We  are  spending  millions  of  dollars  to 
erect  big  dams  in  the  Northwest.  They 
were  started  mostly  from  irrigation  pur¬ 
poses.  Now  it  is  said  we  should  spend 
more  money  on  these  and  similar  projects 
so  they  may  be  used  for  power  in  connec¬ 
tion  with  the  defense  program.  Now  we 
have  a  group  advocating  what  is  known 
as  the  St.  Lawrence  seaway.  Years  ago 
it  was  advocated  on  the  ground  of  com¬ 
mercial  advantages.  Now  they  say  we 
should  have  it  in  order  to  defend  our¬ 
selves  against  enemies  about  to  enter  our 
gates — and  yet  it  cannot  be  completed 
for  at  least  4  years. 

We  have  spent  $7,000,000  in  St.  Louis 
for  a  Jefferson  Memorial.  The  money  is 
spent,  and  no  memorial  has  been  started. 
There  would  be  nothing  wrong  with  such 
a  building  if  we  could  afford  it — but 
$7,000,000  would  buy  a  lot  of  much- 
needed  equipment  for  our  men  in  train¬ 
ing  camps. 

Now,  let  me  give  you  some  further  ex¬ 
amples  as  to  how  some  defense  funds  are 
being  used.  We  have  spent  something 
over  $800,000,000  for  Army  cantonments. 
An  investigation  as  to  costs  was  made 
under  the  able  leadership  of  our  distin¬ 
guished  Member  the  gentleman  from 
Michigan  [Mr.  Engel].  It  showed  that 
because  of  extravagance  and  huge  prof¬ 
its,  $200,000,000  could  have  been  saved 
in  the  construction  of  these  Army  camps. 

Mr.  Chairman,  recently  in  a  hearing 
before  a  Senate  investigating  committee, 
an  official  of  the  Todd  Shipyard  Corpora¬ 
tion  acknowledged  his  company’s  profits 
from  Government  ship  repairs  had 
ranged  as  high  as  40  percent.  He  added 
that  the  profits  made  by  his  corporation 
did  not  compare  with  those  made  during 
the  World  War. 

Mr.  Chairman,  just  this  week,  the 
House  within  an  hour’s  time  agreed  to 
spend  $35,000,000  for  a  magnificent  new 


building  to  house  War  Department  offi¬ 
cials  and  employees.  This  building  is  to 
be  located  across  the  Potomac  River  in 
Virginia.  It  was  pointed  out  that  it  will 
cost  as  much  as  the  Empire  State  Build¬ 
ing  in  New  York,  It  will  be  the  Govern¬ 
ment’s  most  expensive  building,  costing 
more  than  any  Government  building  in 
Washington — 3  times  as  much  as  the 
palatial  Supreme  Court  Building.  Why 
not  erect  a  temporary  building  near  the 
present  site  as  first  suggested,  and  save 
most  of  the  $35,000,000  for  airplanes, 
guns,  and  other  equipment?  Thirty- 
five  million  dollars  would  build  about  150 
bombers.  It  would  build  750  pursuit 
planes.  Furthermore,  Mr.  Chairman, 
just  to  show  how  some  of  this  business 
is  transacted,  we  are  informed  through 
the  morning  papers  that  the  Budget  Di¬ 
rector  has  stated  the  plans  for  this  mag¬ 
nificent  building  were  submitted  by  the 
War  Department  without  study  either 
by  his  office  or  the  Planning  Commission, 
and  only  brief  hearings  on  the  project 
were  conducted  by  the  House  committee. 
Furthermore  Mr.  Chairman,  I  believe  it 
is  hoped  the  increase  in  personnel  is 
temporary  and  when  reduced  again,  such 
a  building  will  not  be  necessary. 

Mr.  Chairman,  in  view  of  world  con¬ 
ditions,  I  am  in  favor  of  spending  just 
as  much  money  as  necessary  to  carry 
on  our  defense  program.  I  think  we 
should  arm,  and  “arm  to  the  teeth.”  We 
should  increase  our  Navy  and  provide 
our  Army  and  air  force  with  the  best 
kind  of  modern  equipment  and  do  it  just 
as  promptly  as  possible.  We  ought  to 
provide  such  defenses  for  our  country 
that  no  nation  would  want  to  attack  us, 
and  we  ought  to  see  to  it  that  our  coun¬ 
try  gets  rid  of  all  kinds  of  subversive 
activities. 

Mr.  Chairman,  we  need  a  higher  de¬ 
gree  of  cooperation  and  a  better  under¬ 
standing  of  the  seriousness  of  this  sit¬ 
uation  among  the  people  of  this  country. 
We  must  be  more  careful  in  the  expendi¬ 
ture  of  the  huge  amounts  appropriated, 
and  see  to  it  that  the  taxpayers’  money 
is  not  wasted  or  used  extravagantly. 

Mr.  Chairman,  we  are  not  in  very  good 
shape  to  ask  the  hundreds  of  thousands 
of  boys  to  leave  their  homes  and  employ¬ 
ment  to  serve  in  our  armed  forces  and 
to  sacrifice  their  lives  if  necessary,  un¬ 
less  we  are  willing  to  forego  personal 
benefits  we  might  expect  to  receive  from 
the  huge  Government  expenditures. 
Above  all  things,  we  must  create  an  at¬ 
mosphere  of  unity  and  cooperation 
among  our  people,  with  the  realization 
that  in  order  to  have  an  adequate  de¬ 
fense  program,  it  can  only  be  accom¬ 
plished  by  working  together  for  the  com¬ 
mon  good  of  all. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
California  [Mr.  Rolph]. 

Mr.  ROLPH.  Mr.  Chairman,  repre¬ 
senting  the  Fourth  District  of  California, 
I  urgently  hope  you  will  vote  against  the 
mandatory  joint  income-tax  provision  as 
called  for  in  this  bill. 

The  feeling  in  my  district  is  unani¬ 
mous.  I  have  not  received  a  single  let¬ 
ter,  telegram,  or  post  card  in  favor  of  it. 

Indicative  of  the  widespread  senti¬ 
ment  and  typical  of  expressions  received 


from  scores  and  scores  of  individuals, 
groups,  and  organizations,  I  quote  here¬ 
with  a  resolution  adopted  in  San  Fran¬ 
cisco  by  the  State  Bar  of  California.  It 
reads  as  follows: 

Whereas  the  Federal  Government,  through 
the  House  of  Representatives  Ways  and 
Means  Committee,  proposes  to  eliminate  sep¬ 
arate  income-tax  returns  by  husband  and 
wife  and  to  require  joint  returns;  and 

Whereas  in  the  considered  opinion  of  the 
board  of  governors  such  an  act  would  prove 
to  be  illegal;  Now,  therefore,  be  it 

Resolved,  That  the  board  of  governors  of 
the  State  Bar  of  California,  vigorously  op¬ 
poses  the  proposed  joint  income-return 
amendment  to  the  Federal  income-tax  law, 
and  urges  that  the  members  of  the  Cali¬ 
fornia  congressional  delegation  exert  every 
means  at  their  disposal  to  defeat  this  amend¬ 
ment  and  to  maintain  the  practice  of  separate 
returns. 

California  feels  the  proposal  is  mani¬ 
festly  unfair.  Our  State  is  one  of  those 
having  forward-looking  progressive  com¬ 
munity  property  statutes.  The  wife  is, 
in  effect,  an  equal  partner  in  all  com¬ 
munity  holdings  acquired  after  marriage. 

With  us,  the  title  to  community  earn¬ 
ings,  which  include  the  earnings  of  the 
husband,  and  also  those  of  the  wife  if 
she  be  employed,  is  by  law  vested  equally 
in  the  husband  and  wife. 

It  is  only  right  and  proper  that  taxes 
should  be  levied  with  due  consideration 
for  the  legal  title  to  the  income  estab¬ 
lished  by  law. 

It  is  manifestly  unfair  to  tax  a  person 
for  income  that  does  not  belong  to  that 
person  and  it  seems  unjust  for  the  Fed¬ 
eral  Government  to  maintain  said  income 
belongs  jointly  to  husband  and  wife, 
whereas,  legally,  each  has  a  one-half  in¬ 
terest  in  such  income. 

While  everybody  realizes  under  the 
National  Defense  Act  taxes  are  bound  to 
be  heavy,  still  the  added  burden  should 
be  borne  by  all  classes  of  society  and  the 
married  couples  should  not  be  singled  out 
to  carry  a  heavier  load  than  those  who 
are  not  joined  in  wedlock. 

This  proposal  is  unfair  and  should  be 
deleted  from  the  bill.  It  is  in  no  way  a 
measure  of  national  defense.  As  a  mat¬ 
ter  of  fact,  it  is  a  step  backward  and  de¬ 
cidedly  contrary  to  the  traditional  Ameri¬ 
can  policy  of  treating  women  on  an  abso¬ 
lute  equality  with  men. 

I  earnestly  hope  it  will  be  defeated  in 
fairness  to  the  womanhood  of  the  Nation. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Michigan  [Mr.  Bradley]. 

Mr.  BRADLEY  of  Michigan.  Mr. 
Chairman,  I  appreciate  the  hour  is  very 
late,  and  I  shall  not  detain  you  very 
long.  You  have  heard  a  great  many 
arguments  for  and  against  this  tax  bill. 
You  have  heard  many  statements  made 
as  to  the  wasteful  extravagance  of  our 
Government  at  the  present  time.  I 
want  to  dwell  simply  on  that  one  fea¬ 
ture,  and,  perhaps,  on  one  angle  of  that 
feature  of  extravagance  whereby  we 
are  again  reducing  our  good  friend, 
Uncle  Sam,  to  his  customary  role  of 
Uncle  Sap.  We  have  been  lending  a 
great  deal  of  money  to  South  America 
under  what  we  are  pleased  to  call  our 
pan-American  solidarity  plan.  We  have 
loaned  them  money  to  purchase  mate¬ 
rials  and  equipment  in  this  Nation  and 
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in  other  nations,  I  presume,  to  put  them 
back  on  their  feet.  Sometime  ago,  over 
my  personal  objection  as  well  as  the  ob¬ 
jection  of  many  other  Members  of  the 
House,  we  appropriated  some  $7,000,000,- 
000  to  a  program  known  as  the  lease- 
lend  bill,  once  again  designed  to  pull 
Great  Britain’s  chestnuts  out  of  the  fire. 
Great  Britain  has  no  particular  love  for 
us  except  for  what  she  can  get  cut  of 
us.  The  initials  A.  E.  F.  will  again  stand 
this  time,  as  they  did  the  last  time,  for 
“After  England  Fails” — they  call  on  the 
United  States. 

Under  this  lease-lend  bill  we  are  send¬ 
ing  her  a  great  deal  of  critical  materials. 
In  order  to  defend  ourselves  and  build 
up  our  own  preparedness  and  defense 
program  in  this  country  we  have  estab¬ 
lished  priorities  on  certain  strategic  ma¬ 
terials.  I  am  not  complaining  about  that 
for  the  purposes  of  this  argument.  I 
am  not  complaining  about  the  fact  that 
we  are  undergoing  sacrifices  on  the  east¬ 
ern  seaboard  with  respect  to  gasoline  in 
order  that  Canada  may  advertise  in  the 
press  and  over  the  radio  for  American 
tourists  to  come  to  Canada  where  they 
have  no  gasoline  shortage  and  warning 
them  to  keep  out  of  the  New  England 
States  where  there  is  a  gasoline  short¬ 
age.  But  I  have  taken  this  time  to 
complain  about  a  fact  that  has  just 
come  to  my  attention,  namely,  that  we 
are  now  shipping  to  Great  Britain,  if 
you  please,  American  tin  plate  on  which 
we  have  established  priorities  in  this 
country,  and,  therefore,  some  of  us  have 
to  go  without  it,  because  that  is  what 
priority  means,  and  we  are  shipping  Eng¬ 
land  tin  plate  which  we  are  giving  to  her 
under  the  lease-lend  bill,  and  what  is 
she  doing  with  it?  Using  it  for  defense? 
Oh,  yes;  for  the  defense  of  her  dollars 
and  for  the  defense  of  her  future  world 
trade. 

England,  if  you  please,  has  taken  that 
tin  plate — American  tin  plate — down  into 
Latin  America,  into  the  Argentine,  and 
in  one  instance  I  know  of  is  selling  it  to 
Argentina  people  at  a  price  lower  than 
American  manufacturers  can  put  that 
same  tin  plate  in  the  Argentine.  Thus 
you  see  we  are  on  the  one  hand  loaning 
money  to  the  Argentine  and  the  Latin- 
American  countries  to  make  better 
neighbors,  to  increase  trade,  and  on  the 
other  hand  we  are  sending  tin  plate  to 
England  which  she  in  turn  is  using  to 
undersell  our  market  in  Latin  America, 
not  only  to  continue  her  trade  with  Latin 
America,  but  to  put  America  out  of  that 
trade.  Therefore,  do  you  not  see  that 
on  the  one  hand  we  are  taxing  the  Amer¬ 
ican  taxpayer  in  order  to  loan  money  to 
Latin  America,  and  to  give  materials  to 
Great  Britain  which  we  are  denying  our¬ 
selves,  in  order  that  Great  Britain,  in 
turn,  can  cut  us  out  of  the  Latin  Ameri¬ 
can  market  and  therefore  ruin  our 
American  taxpayers?  Is  not  that  funny? 
Do  you  not  see  how  the  world  goes  round 
and  round?  Under  our  screwy,  screwball 
deal  we  are  making  a  sap  out  of  Uncle 
Sam. 

Mr.  JOHNS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BRADLEY  of  Michigan.  Yes. 

Mr.  JOHNS.  I  am  very  much  inter¬ 
ested  in  that  circle  the  gentleman  speaks 
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about,  where  we  tax  the  people  in  this 
country  to  do  certain  things  round  and 
round. 

Mr.  BRADLEY  of  Michigan.  I  should 
be  very  glad  to  elaborate  upon  the  gen¬ 
tleman’s  question,  which  he  says  I  have 
indicated,  to  this  extent:  That  the  other 
day  I  talked  to  one  of  our  Army  pilots 
stationed  at  Wright  Field,  and  he  told 
me  that  the  biggest  trouble  out  there  in 
furnishing  airplanes  under  the  Lend- 
Lease  Act  is  that  Great  Britain  insists 
that  the  planes  we  give  her,  if  you  please, 
must  be  equipped  not  with  American 
equipment;  oh,  no,  but  that  every  time 
they  get  a  chance  they  want  to  put  a 
patented  British  article  on  the  plane  so 
that  we  can  pay  Great  Britain’s  inventors 
for  their  article  on  planes  that  we  give 
to  Great  Britain. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Michigan  has  expired. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
New  York  [Mr.  William  T.  Pheiffer], 

Mr.  WILLIAM  T.  FHEIFFER.  Mr. 
Chairman,  although  there  are  not  very 
many  Members  of  the  House  present  at 
this  late  hour,  nevertheless  I  feel  that 
those  who  are  here  will  be  interested  in 
hearing  some  facts  about  the  actual 
spending  of  the  taxpayers’  money,  facts 
that  are  shocking  and  astounding,  facts 
which,  had  they  been  brought  out  at  the 
time  the  appropriations  were  made, 
would  certainly  have  resulted  in  the  de¬ 
feat  of  many  of  the  appropriation  bills 
that  have  been  before  the  House  in  this 
session  and  in  former  sessions  of  Con¬ 
gress. 

The  bringing  in  of  this  enormous  tax 
bill  is  a  painful  duty,  which  has  been 
ably  and  conscientiously  discharged  by 
the  Ways  and  Means  Committee.  It  was 
a  gigantic  task.  Although  we  may  dif¬ 
fer  with  the  committee  on  the  justness 
and  practicality  of  various  items  of  the 
bill,  yet  it  must  be  unanimously  conceded 
that  the  committeemen  are  entitled  to 
unstinted  praise  for  their  sedulous  and 
untiring  effort,  which  is  embodied  in  the 
95  pages  of  this  bill.  It  would  be  childish 
to  say  that  we  do  not  need  increased  tax 
revenue  to  bolster  the  economic  structure 
of  our  Government  against  collapse  under 
the  heavy  burden  of  the  defense  pro¬ 
gram.  Likewise,  although  it  is  relevant 
and  proper  to  bring  into  the  light  of  high 
noon  the  facts  concerning  the  lavish 
spending  of  the  public’s  money  during 
the  past  8  years,  which  have  impaled  us 
on  the  horns  of  the  present  dilemma, 
that  recital  can  only  serve  the  salutary 
purpose  of  calling  a  halt  to  governmen¬ 
tal  extravagance.  Every  Member  of  the 
House  can  stand  at  this  lectern  from  now 
until  doomsday  and  decry  the  siphon¬ 
ing  of  billions  of  dollars  from  the  United 
States  Treasury  to  finance  the  follies  and 
foibles  which  have  characterized  govern¬ 
ment  under  the  first  and  second  New 
Deals,  and  we  could  not  recover  one 
penny  of  the  sixty-seven  and  one-half 
billions  of  dollars  spent  with  such  reck¬ 
less  abandon  by  the  administration  dur¬ 
ing  the  fiscal  years  1933  through  1941. 

It  is  all  water  over  the  dam.  But  we 
can  render  a  vital  service  to  the  American 
people  by  posting  warning  signals  against 
the  continuance  of  the  administration’s 
policy  of  playing  high,  fast,  and  loose 


with  the  hard-earned  money  dutifully 
paid  into  the  coffers  of  the  Government 
by  our  taxpayers.  We  are  prone  to  forget 
the  wise  and  incontrovertible  statement 
made  by  the  Supreme  Court  of  the  United 
States  in  a  memorable  decision  rendered 
many  years  ago,  that  the  power  to  tax  is 
the  power  to  destroy.  If  there  was  ever 
a  patient  who  needed  to  have  his  ills 
cured,  it  is  our  old  friend,  John  Q.  Tax¬ 
payer,  who,  for  the  past  decade,  has 
docilely  submitted  to  a  series  of  emascu¬ 
lating  operations  by  48  State  doctors,  as 
well  as  by  our  senior  surgeon,  Uncle  Sam. 
At  the  present  rate  of  tax  legislation, 
there  will  soon  be  little  left  of  the  body 
on  which  the  surgeons  may  operate. 

In  my  remarks  on  the  floor  of  the 
House  on  June  10,  1941,  I  cited  specific 
instances  of  current  extravagance  in  non¬ 
defense  expenditures,  despite  the  posi¬ 
tive  assurance  given  the  country  by  the 
President,  in  his  message  personally  de¬ 
livered  to  the  Congress  on  January  6, 
1941,  that  such  expenditures  would  be 
cut  to  the  limit.  I  then  told  the  House 
of  a  recently  approved  project  for  the 
compiling  of  certain  data  pertaining  to 
the  censuses  of  1880  through  1930,  at  a 
cost  to  the  taxpayers  of  $1,680,321.  Also, 
the  project  for  the  salvaging,  indexing, 
and  microfilming  of  the  records  of  dis¬ 
continued  Federal  relief  programs  in  New 
York  City  at  a  cost  of  $700,356.  And 
there  were  others.  Since  then  several 
more  beauties  in  this  line  have  come  to 
my  attention.  What  do  you  think  of  this 
one,  right  hot  off  the  stencilling  machine, 
under  date  of  day  before  yesterday? 

I  have  here  a  notification  of  a  project 
approval  issued  by  the  Works  Projects 
Administration,  to  the  tune  of  $1,903,927, 
and  here  is  what  it  is  for:  That  money  is 
to  be  expended  to  assist  in  organizing 
and  operating  library  services  for  public 
libraries  and  to  assist  public  museums. 
The  work  includes  creating,  restoring,  in¬ 
stalling,  and  controlling  museum  exhibits; 
extending  educational  facilities  by  con¬ 
ducting  research  work  in  connection  with 
the  preparation  of  exhibits  and  dioramas, 
and  assisting  in  the  care  and  propaga¬ 
tion  of  experimental  plants  and  cultures; 
preparing  bibliographies  in  connection 
with  museum  activities,  and  so  forth. 

Here  is  another  one  that  was  approved 
on  June  22,  1941,  for  the  sum  of  $367,- 
942;  to  prepare,  compute,  transcribe, 
check,  and  reproduce  a  series  of  mathe¬ 
matical  tables  necessary  in  various 
branches  of  astronomy,  mathematics, 
physics,  and  engineering.  Here  is  an¬ 
other  prize  defense  contract  approved 
June  13,  1941,  which  involves  the  pay¬ 
ment  by  the  taxpayers  of  the  sum  of 
$374,999  for  which  they  will  be  favored 
with  inventories  of  books,  pamphlets,  and 
broadsides  printed  in  the  United  States 
and  its  territorial  possessions  prior  to 
January  1,  1891,  and  other  indispensable 
and  breath-taking  data  of  a  similar  stripe. 
I  do  not  have  sufficient  time  to  delineate 
the  several  other  examples  of  reckless 
and  absurd  nondefense  spending  I  have 
on  hand  this  afternoon.  Suffice  it  to 
say  that  they  also  involve  staggering 
sums,  and  they  are  on  a  plane  with  the 
three  projects  just  delineated. 

If  any  man  thinks  that  the  American 
taxpayers  will  continue  indefinitely  to 
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toil  and  slave  and  sacrifice  to  accumulate 
money  to  pay  for  these  superboon- 
doggling  projects,  particularly  at  a  time 
when  we  are  in  such  vital  need  of  guns 
and  armaments,  planes  and  tanks,  that 
man  is  due  to  have  a  rude  awakening. 
One  of  these  fine  days  the  taxpayers  are 
going  to  rear  up  on  their  hind  legs  and 
quite  convincingly  say  to  the  prodigal 
tycoons  of  the  New  Deal:  “Lay  off,  Mac¬ 
duff,  or  give  us  value  received  for  our 
tax  money — because  dollar  bills  do  not 
grow  on  berry  bushes.” 

Mr.  HOFFMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  WILLIAM  T.  PHEIFFER.  I  yield. 

Mr.  HOFFMAN.  Just  how  long  are  we 
of  the  minority  party  going  to  vote  for 
these  appropriation  bills  calling  for  three, 
eight,  nine,  or  whatever  billion  it  may  be? 
That  is  what  I  would  like  to  know. 

Mr.  WILLIAM  T.  PHEIFFER.  I  will 
say  to  the  gentleman  from  Michigan  I 
believe  his  voting  record  is  about  paral¬ 
lel  with  my  own.  I  have  vigorously 
fought  against  these  appropriation  bills 
where  it  was  apparent  there  was  water 
in  them  for  these  very  purposes.  But,  as 
I  have  said  before,  our  efforts  in  that 
respect  often  remind  me  of  what  Mat¬ 
thew  Arnold  said  about  the  poet  Shelley. 
You  will  remember  that  he  described 
Shelley  as  a  beautiful,  ineffectual  angel 
beating  in  the  void  his  luminous  wings 
in  vain. 

It  is  all  well  and  good  to  say  that  you 
cannot  take  a  dollar  out  of  the  Treasury 
of  the  United  States  until  it  is  appropri¬ 
ated,  yet  we  appropriate  these  vast  sums 
of  money  and  that  is  the  last  we  hear  of 
them  until  we  find  that  a  great  deal  of 
the  money  is  being  used  for  projects  of 
the  nature  I  have  just  described. 

Mr.  HOFFMAN.  If  the  gentleman  will 
pardon  me  for  one  more  observation,  1 
voted  against  many  of  the  relief  appro¬ 
priations,  but  then  the  defense  program 
came  along,  and  I  have  voted  for  every 
one  of  them.  We  all  realize  that  there 
must  be  an  end  to  that.  We  have  ap¬ 
propriated  today  more  money  than  the 
administration  can  spend  to  advantage. 
Flow  long  are  we  as  a  Republican  or¬ 
ganization  on  this  side  going  to  go  along? 
That  is  the  same  question  I  asked  the 
Republicans  the  other  night,  if  you  will 
recall — how  long  are  we  going  along  and 
vote  for  everything  the  Democrats  bring 
in  here?  Are  we  ever  going  to  wake  up 
and  oppose  some  of  these  appropria¬ 
tions?  I  would  like  to  know. 

Mr.  WILLIAM  T.  PHEIFFER.  My  an¬ 
swer  to  the  gentleman,  of  course,  cannot 
in  any  way  be  enlightening  because  I  do 
not  know.  It  would  take  a  much  wiser 
man  than  myself  and  10  Solomons  to 
answer  that  question. 

Mr.  HOFFMAN.  But  what  are  you  and 
I  going  to  do  about  it?  Are  we  going  to 
continue  to  vote  for  $8,000,000,000,  or 
whatever  they  ask  for  on  that  side,  just 
because  they  label  it  “national  defense”? 

Mr.  WILLIAM  T.  PHEIFFER.  I  will 
say  to  my  colleague  that  the  only  thing 
we  can  do  is  to  keep  on  pounding  away 
at  this  thing  with  the  hope  that  someday 
our  good  friends  on  the  Democratic  side 
will  see  the  light  and  agree  with  us  that 
there  should  be  no  center  aisle  when  it 
comes  to  spending  the  taxpayers’  money 


sparingly  and  to  the  best  possible  advan¬ 
tage. 

Mr.  DITTER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  WILLIAM  T.  PHEIFFER.  I  yield. 

Mr.  DITTER.  I  cannot  help  but  an¬ 
swer  my  friend  from  Michigan  by  re¬ 
minding  him  that  there  are  Republican 
members  on  the  Appropriations  Commit¬ 
tee,  and  that  a  considerable  amount  of 
reductions  are  made  by  the  Republican 
members  on  appropriation  committees 
long  before  the  bills  come  to  the  floor  of 
the  House.  So  that  the  Republican 
Party  is  not  unmindful  of  the  excesses  in 
spending  that  have  been  advocated  by  the 
administration. 

Mr.  WILLIAM  T.  PHEIFFER.  I  thank 
the  gentleman  from  Pennsylvania  for  his 
valuable  contribution. 

I  am  sorry  I  cannot  yield  further,  be¬ 
cause  I  only  have  a  few  minutes  remain¬ 
ing,  and  I  have  something  here  that 
should  be  pointedly  called  to  the  atten¬ 
tion  of  the  Congress.  It  is  startling  proof 
of  the  fact  that  a  great  deal  of  the  money 
which  we  appropriated  for  the  use  of  the 
Office  of  Emergency  Management  and 
the  War  Department  for  the  building  of 
an  unassailable  defense  for  our  country 
is  being  used  to  pay  for  frills  and  futbe- 
lows  that  have  not  the  slightest  relation 
to  national  defense. 

Here  in  Washington  at  the  R.  K.  O. 
Theater  this  week  there  is  a  magnificent 
moving  picture  being  run  under  the  title 
of  “Aluminum.”  According  to  the  cap¬ 
tion.  that  picture  was  produced  by  the 
film  unit  of  the  O.  E.  M.  In  the  name  of 
common  sense,  what  good  purpose  does 
the  film  unit  of  O.  E.  M.  serve?  Does  it 
not  induce  a  disagreeable  nostalgia  for 
the  fabulous  days  of  the  first  New  Deal, 
when  every  socialistic  experiment  was 
implemented  with  a  film  unit  and  a  troop 
of  cameramen? 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  the  gentleman  2  additional  minutes. 

Mr.  WILLIAM  T.  PHEIFFER.  I  thank 
the  gentleman  from  Massachusetts. 
Last  Monday  morning  I  requested  the 
Office  of  Emergency  Management  to  ad¬ 
vise  me  the  cost  of  the  moving  picture, 
Aluminum,  and  the  cost  of  any  other  pic¬ 
tures  produced  or  in  production  by  the 
film  unit.  I  have  just  this  afternoon  re¬ 
ceived  a  letter  from  O.  E.  M.  saying  that 
that  picture  cost  the  Government  of  the 
United  States  $2,000  and  that  the  film 
unit  of  O.  E.  M.  now  has  in  production  a 
short  on  defense  housing  and  one  on 
aircraft  manufacture,  each  to  cost  ap¬ 
proximately  $2,000,  and  then  some 
shorter  pictures  at  costs  from  $500  to 
$1,500.  The  statement  in  the  letter  that 
“These  pictures  are  paid  for  out  of  funds 
appropriated  for  this  purpose  by  the 
Congress”  should  cause  us  to  weep. 

Mr.  BRADLEY  of  Michigan.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  WILLIAM  T.  PHEIFFER.  I  yield. 

Mr.  BRADLEY  of  Michigan.  How 
long  is  that  motion  picture  to  which  the 
gentleman  referred? 

Mr.  WILLIAM  T.  PHEIFFER.  I  dare 
say  it  requires  about  10  or  12  minutes  to 
show  it. 

Mr.  BRADLEY  of  Michigan.  Then  it 
would  be  about  a  2,000-foot  picture,  and 


you  cannot  produce  them  for  less  than  $1 
a  foot.  I  was  in  that  business  myself 
for  20  years,  and  I  know.  I  challenge 
their  figure  of  $2,000. 

Mr.  WILLIAM  T.  PHEIFFER.  If  the 
gentleman  is  questioning  the  figures  as 
given  me  by  the  O.  E.  M. - 

Mr.  BRADLEY  of  Michigan.  I  chal¬ 
lenge  their  figures. 

Mr.  WILLIAM  T.  PHEIFFER.  I  un¬ 
derstand  the  gentleman  is  challenging 
their  figures,  but  those  are  the  figures 
they  have  given  me.  I  know  nothing 
about  the  mechanics  of  the  moving-pic¬ 
ture  industry  and  I  bow  to  the  gentle¬ 
man’s  judgment  on  that  matter. 

Do  you  know  that  the  War  Depart¬ 
ment,  the  entire  functions  of  which 
should  be  the  training  of  troops  and  the 
mapping  of  defense  strategy,  has  set  up 
a  Speakers  Bureau  and  a  Bureau  of  Pub¬ 
lic  Relations?  This  morning’s  Washing¬ 
ton  Post  conveyed  the  enlightening  news 
that  an  estimable  and  accomplished  lady 
from  my  old  home  State  of  Texas  has 
been  brought  here  to  serve  as  women’s 
editor  in  the  Bureau  of  Public  Relations 
of  the  War  Department.  I  have  no  idea 
of  the  cost  to  the  taxpayers  of  these 
extracurricular  activities  of  the  War 
Department.  However,  I  believe  I  am  on 
safe  ground  in  saying  that  the  Congress 
had  no  intention  of  appropriating  de¬ 
fense  funds  for  such  purposes. 

Mr.  Chairman,  I  am  sure  that  the  at¬ 
tempts  apparently  being  made  in  some 
quarters  to  use  the  defense  program  as 
a  vehicle  for  unsound  experiments  in  the 
field  of  government,  and  the  festooning 
of  defense  activities  with  propaganda  and 
ballyhoo,  are  repugnant  to  every  fair- 
minded  Member  of  the  Congress.  Let 
us  keep  faith  with  the  taxpayers  by  in¬ 
sisting  that  every  dollar  heretofore,  and 
hereafter,  appropriated  for  the  defense 
of  our  great  Nation  be  used  for  that  pur¬ 
pose,  and  for  none  other. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  gentleman 
from  South  Dakota  [Mr.  Case]  may  ex¬ 
tend  his  remarks  at  this  point  in  the 
Record. 

The  CHAIRMAN.  Without  objection 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  CASE  of  South  Dakota,  Mr. 
Chairman,  section  557  of  the  revenue 
bill  of  1941  imposes  an  annual  special 
tax  on  persons  engaged  in  the  business 
of  furnishing  billboards  for  purposes  of 
outdoor  advertising.  The  special  tax  is 
a  flat  tax  based  on  the  number  of  bill¬ 
boards  maintained  during  the  tax  year 
and  the  rate  varies  in  accordance  with 
the  size  of  the  billboard  and  the  number 
controlled,  but  not  in  accord  with  the 
income. 

I  have  received  a  number  of  telegrams 
and  letters  from  outdoor  advertising 
firms  in  South  Dakota  protesting  against 
the  unfairness  of  this  tax  base  on  the 
grounds  that  it  is  discriminatory  and 
confiscatory.  The  nature  of  the  discrim¬ 
ination  is  brought  out  by  these  excerpts. 

Mr.  Herbert  Fish  of  Aberdeen,  S.  Dak., 
writes — 

That  $5  per  board  per  year  is  just  about 
what  I  make  out  of  my  business  to  live  on. 
To  the  outdoor  advertising  interests  in  the 
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east  it  is  chicken  feed.  I  can  get  only  $7.75 
per  board  for  advertising  out  in  South  Da¬ 
kota,  while  the  eastern  boys  get  up  into  the 
thousands  for  some  of  them.  Why  I  have 
to  pay  as  much  tax  as  they  do,  and  get  one- 
tenth  as  much  revenue  is  not  understand¬ 
able.  If  they  want  to  go  about  it  fairly 
(Lord  knows  I  will  pay  and  pay  until  it 
hurts)  why  not  tax  all  advertising?  And 
why  not  do  it  on  a  net,  gross,  or  any  basis 
for  that  matter,  except  such  a  discriminating 
basis  as  $5  a  billboard. 

Mr.  William  B.  Baker,  of  Rapid  City, 
S.  Dak.,  points  out  in  a  wire  that  the 
proposed  tax — 

would  entirely  confiscate  the  profits  from 
my  outdoor  advertising  business  on  which 
I  depend  for  a  livelihood.  The  tax  appears 
to  be  confiscatory  and  patently  discrimina¬ 
tory. 

Other  letters  and  telegrams  have  been 
received  which  protest  not  so  much 
against  the  tax  as  against  the  discrimina¬ 
tory  feature  of  the  tax  basis.  Surely 
some  other  basis  could  be  worked  out 
which  would  not  be  so  discriminatory 
and  confiscatory  against  the  small  out¬ 
door  advertising  firms  in  the  Midwest. 
The  tax  paid  should  bear  some  relation 
to  the  profit  or  net  income  involved. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Pennsylvania  [Mr.  Dit- 
ter], 

Mr.  DITTER.  Mr.  Chairman,  I  am 
profoundly  impressed  and  inspired  by 
this  splendid  audience.  What  it  lacks  in 
quantity  it  certainly  makes  up  in  quality. 

Mr.  Chairman,  startling  statements  by 
the  President  have  ceased  to  be  a  sur¬ 
prise  to  the  American  people.  The  ex¬ 
ceptional  can  become  commonplace  if 
repeated  often  enough.  Someone  has 
said  that  we  can  actually  become  ac¬ 
customed  to  hanging. 

I  confess,  however,  Mr.  Chairman,  that 
an  observation  made  by  the  President  in 
his  Budget  message  took  me  completely 
by  surprise.  It  was  a  comparison  which 
I  must  admit  I  had  never  expected  to 
have  drawn.  It  was  as  far-flung  as  the 
now  famous  four  freedoms.  It  embraced 
everything  everywhere.  I  refer,  Mr. 
Chairman,  to  the  President’s  statement 
that  “our  tax  burden  is  still  moderate 
compared  to  that  of  most  other  coun¬ 
tries.” 

This  indeed  is  a  new  approach  to  a  sore 
subject.  Apparently  our  people  are  to 
be  happy  because  we  have  not  as  yet  ex¬ 
celled  in  tax  burdens.  The  approach  is 
certainly  original  and  unique.  But  I 
have  serious  doubts  as  to  its  palliative 
value.  Certainly  the  idea  of  moderation 
is  remote  when  we  realize  that  the  reve¬ 
nue  measure  now  before  us  is  the  heavi¬ 
est  tax  load  ever  saddled  on  the  shoulders 
of  the  American  people.  To  attempt  to 
make  attractive  the  sweat,  which  the 
President  in  1932  said  produced  cur 
taxes  by  comparing  our  tax  burden  with 
the  load  carried  by  other  countries,  will 
hardly  be  successful  with  those  who  will 
be  required  to  do  the  sweating  under  the 
terms  of  this  bill. 

The  comparison  impressed  me  when  I 
first  heard  it.  Since  then  I  have  read  it 
and  reread  it,  trying  to  fine  some  reason 
or  some  explanation  wlhch  would  justify 
a  compaiison  between  our  tax  needs  and 
those  of  other  countries.  Of  course,  I 


realize  that  the  administration  has  taken 
delight  in  superlatives.  The  greatest 
spending  program,  the  largest  relief  pro¬ 
gram,  the  easiest  work  program  have  be¬ 
come  familiar  slogans.  Moderation  has 
not  been  an  outstanding  characteristic 
of  the  words  or  of  the  deeds  of  the  ad¬ 
ministration.  Excesses  have  been  the 
example.  Have  we  reached  the  point 
where,  as  a  result  of  the  reckless  abandon 
of  the  last  8  years,  we  must  contemplate 
an  effort  to  excel  in  taxation?  I  would 
be  loath  to  entertain  such  a  conclusion. 

As  distressing,  however,  as  the  com¬ 
parison  itself  may  be,  Mr.  Chairman,  the 
implication  of  the  word  “still”  is  even 
more  disturbing.  That  word  “still”  is 
forceful.  But,  unfortunately,  it  is  also 
foreboding.  I  am  afraid  that  it  augurs 
ill  for  the  future.  I  fail  to  find  much 
hope  in  it.  That  the  patient  is  still 
breathing  is  a  note  of  despair.  With  a 
storm  raging,  the  message  that  the  ship 
is  still  afloat  will  not  allay  the  fear  of 
those  who  know  of  the  danger.  Is  the 
administration  fearful  that  the  day  of 
boasted  moderation  is  about  to  pass  and 
that  the  time  is  at  hand  when  we  will 
set  the  pace  in  taxation?  As  I  examine 
the  tax  bill  now  before  the  House,  as  I 
contemplate  the  demands  which  the  ad¬ 
ministration  has  indicated  it  will  make  in 
the  immediate  future,  as  I  recall  the  ex¬ 
periences  of  the  last  8  years,  I  must 
admit,  Mr.  Chairman,  the  word  “still”  is 
neither  comforting  nor  consoling.  It  re¬ 
minds  me  of  the  optimism  of  the  fellow 
who  fell  out  of  a  twentieth-story  window 
of  a  skyscraper  in  New  York  and  who  in¬ 
sisted  as  he  passed  som,e  spectators  at  a 
window  on  the  third  floor,  “I’m  still  all 
right.” 

I  find  it  difficult,  Mr.  Chairman,  to  get 
away  from  the  comparison  itself,  despite 
the  gloomy  prospect  implied  by  the  word 
“still.”  I  am  confronted  continually  by 
the  problem  of  the  need  of  any  com¬ 
parison.  Why  should  the  tax  burden 
placed  as  a  yoke  upon  other  countries  be 
a  measuring  rod  for  that  which  is  im¬ 
posed  upon  our  taxpayers?  Is  the  com¬ 
parison  intended  as  a  justification  for 
these  new  levies?  Or  for  the  former  im¬ 
positions?  Or  for  the  fiscal  policies  of 
these  past  years  which  have  brought  us 
to  our  present  sorry  plight?  Is  it  an  at¬ 
tempted  antidote,  anesthetic,  alleviative, 
or  stimulant?  Whatever  the  purpose  of 
the  comparison,  one  thing  is  crystal 
clear — there  would  have  been  no  need 
for  it  had  “prudence”  rather  than  “im¬ 
providence”  been  the  watchword  during 
the  last  decade. 

At  this  time  an  effort  is  being  made  by 
the  administration  to  label  the  bill  before 
us  a  defense-tax  measure.  I  am  not 
unmindful  of  the  demands  made  upon 
the  Government  as  a  result  of  the  expan¬ 
sion  of  our  national  defense.  Insofar  as 
those  needs  are  honestly,  wisely,  and 
competently  provided  for,  I  give  them 
absolute  support.  But  the  fact  of  the 
matter  is  the  expansion  program  could 
have  been  cared  for,  without  resorting  at 
this  time  to  a  measure  such  as  this,  had 
the  repeated  warnings  of  the  past  few 
years  been  heeded.  The  administration 
has  thrown  care  and  caution  to  the 
winds.  Soothsaying  and  magic  have 
been  substituted  for  common  sense  in 


fiscal  affairs.  Here  in  the  House  the 
majority,  despite  the  warnings  and  pro¬ 
tests  of  the  minority,  has  approved  and 
supported  the  measures  which  have 
edged  us  closer  and  closer  to  financial 
disaster.  Under  the  whip  of  the  admin¬ 
istration  a  subservient  majority  has  been 
the  handy  tool  of  a  designing  band  of 
economic  theorists  who  have  cast  aside 
restraints  of  all  kinds  in  their  experi¬ 
mental  economics.  Make  no  mistake 
about  it,  the  pathway  of  profligacy  could 
not  have  been  pursued  had  not  the  ma¬ 
jority  suggested  the  original  step  and 
had  it  not  urged  the  successive  steps 
which  were  taken  long  before  the  defense 
program  was  inaugurated.  Spending 
ourselves  into  prosperity  was  the  order  of 
the  day  in  the  majority  ranks.  From  all 
appearances  it  continues  to  be  the  order 
of  the  day.  That  is  the  tragedy  of  it. 
And  every  taxpayer  in  the  country  should 
knew  it. 

Much  has  been  made  of  the  claim  that 
these  enormous  expenditures  were  neces¬ 
sary.  I  have  seen  the  breast-beating 
about  human  needs.  I  have  heard  the 
loud  lamentations.  I  have  witnessed 
the  crocodile  tears.  But,  I  submit,  Mr. 
Chairman,  these  human  needs  could 
have  been  cared  for  completely  without 
resorting  to  the  extravagance  and  waste¬ 
fulness  which  have  made  the  professions 
of  righteousness  appear  Pharisaical  when 
the  practices  are  observed.  To  a  large 
degree  the  course  which  has  been  fol¬ 
lowed  has  not  been  determined  by  need 
so  much  as  it  has  been  decided  upon 
by  the  adoption  of  the  false  philosophy 
that  a  prosperous  people  must  be  a  prof¬ 
ligate  people.  Putting  off  the  pay  day 
does  not  pay  the  debt.  A  government 
that  disregards  its  own  stability  can  give 
no  real  security  to  any  of  its  people. 
Security  must  be  more  substantial  than 
fulsome  phrases. 

Despite  repeated  promises  and  recur¬ 
ring  assurances  that  economy  in  gov¬ 
ernment  would  be  practiced,  wasteful¬ 
ness  and  extravagance  have  continued 
unabated.  I  have  seen  no  sign  what¬ 
ever,  Mr.  Chairman,  that  spending  has 
been  discouraged  by  the  executive 
branch  of  the  Government.  For  that 
matter,  I  have  seen  little  evidence  of  it 
from  the  majority  side  here  in  the  House. 
Excuses  have  been  found  for  the  expan¬ 
sion  of  activities  which  have  made  addi¬ 
tional  expenditures  inevitable.  As  I  see 
it,  Mr.  Chairman,  until  a  change  is 
made — a  change  in  fundamental  philos¬ 
ophy — there  can  be  no  hope  of  avoiding 
excessive  tax  burdens.  And  so  long  as 
the  policies  which  have  been  adopted  by 
the  administration  are  persisted  in,  the 
ominous  threat  of  the  word  “still”  will 
continue  to  hang  over  the  heads  of  the 
American  people. 

I  do  not  intend  to  discuss  in  detail 
the  many  provisions  of  the  bill.  One 
feature,  however,  a  distinct  departure 
from  established  precedent,  and  a  change 
which  I  believe  to  be  a  most  dangerous 
one,  cannot  be  ignored.  I  refer  to  the 
compulsory  joint-return  provision. 

In  1934  the  Secretary  of  the  Treasury, 
Mr.  Morgenthau,  first  suggested  the  pos¬ 
sibility  of  including  in  the  revenue  law  a 
provision  requiring  husbands  and  wives 
to  file  joint  income  returns.  While  the 
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proposal  was  abandoned  at  that  time,  the 
original  sponsorship  came  from  the 
administration. 

We  have  come  to  a  sorry  pass  indeed, 
Mr.  Chairman,  if  a  tax  on  marriage  is  a 
necessary  part  of  our  revenue  program. 
After  all,  that  is  just  what  this  proposal 
amounts  to.  This  indeed  is  an  indict¬ 
ment  of  the  administration’s  fiscal 
policies  which  will  be  difficult  for  the 
most  devoted  new  dealer  to  answer.  It 
has  been  suggested  that  the  proposal  will 
only  affect  those  taxpayers  in  the  upper 
brackets  and  that  the  objection  is  based 
solely  on  the  protests  of  wealthy  citizens. 
No  more  unsound  assertion  could  be 
made.  It  cannot  be  forgotten  that  the 
word  “still”  is  ever  before  us.  Common 
sense  tells  us  that  if  the  proposal  affects 
the  larger  taxpayers  at  this  time,  in  due 
course  it  will  reach  down  to  the  home  of 
the  most  humble  family,  to  the  family 
where  an  industrious  wife  contributes  by 
her  toil  to  the  maintenance  of  the  family, 
and  where  the  joint  efforts  of  husband 
and  wife  provide  for  the  children  a 
prospect  for  the  future  not  otherwise 
attainable.  This  proposal  is  the  open¬ 
ing  wedge — to  compel  the  payment  of  a 
greater  tax  by  husband  and  wife,  irre¬ 
spective  of  their  station  in  life  or  their 
ability  to  pay. 

This  is  a  direct  reversal  of  our  normal 
and  accepted  policy  toward  marriage  as 
exemplified  in  the  income-tax  laws  for 
more  than  25  years.  We  have  always 
granted  larger  personal  exemptions  to 
married  persons  than  to  single  persons. 
In  addition  we  have  always  allowed  ex¬ 
emptions  for  children  and  for  depend¬ 
ents,  but  now  these  allowances  and 
exemptions  will  be  made  meaningless  be¬ 
cause  the  added  tax  burden  on  a  husband 
and  wife  in  all  likelihood  will  be  much 
greater  than  the  tax  savings  that  would 
result  from  the  personal  income  exemp¬ 
tions  of  married  persons  and  the  allow¬ 
ances  for  dependents.  Under  the  plea 
of  a  defense  emergency,  we  are  being 
urged  to  abandon  a  long-established 
principle  of  our  income-tax  law  without 
considering  the  merits  upon  which  that 
principle  has  been  founded.  I  person¬ 
ally  doubt  whether  there  are  any  couples 
that  will  fail  to  marry  because  of  the 
added  tax  burden  that  will  result  if  this 
provision  of  this  bill  should  be  enacted. 
But  it  certainly  does  seem  illogical  to 
place  upon  such  couples  an  added  bur¬ 
den  because  they  did  marry. 

I  am  opposed  to  this  provision  of  the 
tax  bill  because  it  tends  essentially  to 
destroy  the  equality  between  men  and 
women  and  the  independence  of  married 
women  from  the  domination  of  their 
husbands.  Such  equality  and  independ¬ 
ence  has  been  won  only  as  a  consequence 
of  a  long  struggle.  We  all  know  that 
under  the  common  law  a  wife  had  no 
effective  property  rights  apart  from  her 
husband.  She  was  thus  brought  into  a 
state  of  subjugation — under  the  domina¬ 
tion  and  control  of  her  husband. 

For  more  than  a  century  in  this  coun¬ 
try  women  have  been  struggling  to  se¬ 
cure  equality  of  treatment  so  far  as  their 
property  rights  go.  Mississippi  in  1839 
was  the  first  State  of  the  Union  to  free 
women  from  the  tutelage  and  control 


of  their  husbands  relative  to  the  con¬ 
trol  of  their  property.  New  York,  In¬ 
diana,  and  Pennsylvania  followed  that 
fine  example  in  1848,  and  California  and 
Wisconsin  did  likewise  2  years  later.  By 
the  end  of  the  nineteenth  century  in  at 
least  three-fourths  of  the  States  the  wife 
could  own  and  control  her  own  property 
apart  from  her  husband;  and  in  at  least 
two-thirds  of  the  States  she  could  possess 
at  least  her  own  earnings.  Of  course, 
during  the  past  40  years  much  additional 
legislation  removing  discriminations  has 
been  passed.  One  of  the  main  reasons 
why  women  were  so  insistent  on  their 
right  to  the  franchise  was  to  terminate 
this  discrimination  against  women  that 
existed  in  the  law,  and  after  the  adop¬ 
tion  of  the  nineteenth  amendment  by 
the  United  States,  women’s  organiza¬ 
tions  have  been  devoting  their  energies 
through  the  newly  won  franchise  to  re¬ 
moving  the  other  continuing  inequalities 
that  exist  against  women.  Thus  from 
1920  to  1940,  there  were  at  least  159  State 
legislative  enactments  removing  legal 
discriminations  against  women  in  46 
States,  the  District  of  Columbia,  and 
Hawaii.  Twenty-seven  of  these  amend¬ 
ments  passed  in  14  States  dealt  with 
property  rights. 

It  seems  obvious  that  if  a  joint  return 
is  required  of  a  husband  and  of  a  wife 
upon  which  the  tax  of  the  husband  and 
the  wife  are  assessed  on  the  basis  of  their 
income,  then  thereby  the  equality  and 
independence  of  women  are  decreased; 
because  there  is  being  imposed  upon  the 
property  of  the  wife  a  tax  that  is  not  sole¬ 
ly  based  upon  her  property  or  income  but 
upon  the  property  or  income  of  husband 
and  wife  considered  together. 

The  effect  of  such  a  provision  is  to 
endanger  the  position  and  rights  that 
married  women  have  achieved  after  a 
long  struggle.  A  woman,  because  she 
was  married,  would  have  to  pay  a  higher 
income  tax,  as  would  her  husband  also. 
Compulsory  joint  returns  is  a  backward 
move  toward  the  old  view  of  women  as 
chattels.  Slowly  women  have  gained  cer¬ 
tain  rights,  including  the  right  to  earn  a 
living,  to  dispose  of  their  own  income, 
and  the  right  to  pay  their  own  taxes. 
This  provision  of  the  bill  would  deprive 
married  women  of  the  right  to  pay  their 
own  taxes.  This,  then,  is  a  step  toward 
subjugation  and  away  from  equality. 

Most  of  the  States  that  have  granted 
equality  to  women  relative  to  property 
have  done  so  through  granting  them  the 
full  and  unlimited  right  to  hold  and  con¬ 
trol  their  private  property  and  to  main¬ 
tain  title  to  their  own  earnings  and  in¬ 
come.  But  some  eight  or  nine  States  in 
the  South  and  West  that  have  civil-law 
antecedents  utilize  the  institution  of  com¬ 
munity  property.  The  property  and 
earnings  of  husband  and  wife  are  con¬ 
sidered  as  the  community  property  of 
the  two  and  are  apparently  divided  equal¬ 
ly  between  them;  each  is  subject  to  indi¬ 
vidual  taxation  on  his  or  her  part.  A 
number  of  persons  supporting  joint  re¬ 
turns  for  husband  and  wife  are  very 
anxious  to  attack  the  institution  of  com¬ 
munity  property  because  it  has  resulted 
in  the  minimizing  of  taxes  for  married 
couples  in  such  States,  and  such  mini¬ 
mizing  of  taxes  did  not  exist  in  States 


that  did  not  have  community-property 
laws.  But  the  greater  part  of  the  in¬ 
creased  taxes  that  will  result  from  joint 
returns  will  not  come  from  the  eight  or 
nine  community-property  States,  but  it 
will  come  from  States  that  do  not  have 
such  laws — New  York,  Massachusetts, 
Illinois,  and  a  few  others.  Thus  these 
people  who  are  interested  in  attacking  the 
community-property  States  will  be  plac¬ 
ing  a  greater  burden  upon  those  States 
that  do  not  have  such  laws  than  upon 
the  States  that  do  have  community- 
property  laws. 

The  compulsory  joint  income-tax  re¬ 
turn  of  husband  and  wife  is  unconstitu¬ 
tional.  In  1931,  in  the  case  of  Hoeper  v. 
Tax  Commission  of  Wisconsin  (284  U.  S. 
206),  the  United  States  Supreme  Court 
held  unconstitutional  a  Wisconsin  stat¬ 
ute  that  required  the  income  of  husband 
and  wife  be  added  together  and  taxed 
accordingly  as  a  unit.  Although,  under 
the  Wisconsin  law  a  man  and  wife  living 
together  could  file  joint  returns  or  indi¬ 
vidual  returns,  the  statute  provided  that 
“in  either  case  the  tax  shall  be  computed 
on  the  combined  average  taxable  in¬ 
come.”  The  Supreme  Court  of  Wiscon¬ 
sin  held  the  act  to  be  constitutional,  but 
an  appeal  brought  by  Hoeper  in  the 
United  States  Supreme  Court  reversed 
the  decision.  According  to  the  United 
States  Supreme  Court,  the  real  question 
in  this  case  was — 

Since  then,  in  law  and  in  fact,  the  wife’s 
income  is  in  the  fullest  degree  her  separate 
property  and  in  no  sense  that  of  her  hus¬ 
band,  the  question  presented  is  whether  the 
State  has  power  by  an  income-tax  law  to 
measure  his  tax,  not  by  his  own  income  but, 
in  part,  by  that  of  another. 

The  Supreme  Court  then  went  on  to 
say— 

The  appellant  says  that  what  the  State  has 
done  is  to  assess  and  collect  from  him  a  tax 
based  in  part  upon  the  income  received  by 
his  wife  and  that  such  action  is  arbitrary  and 
discriminatory  and  consequently  violative 
of  the  constitutional  guaranties. 

The  Supreme  Court  supported  this 
contention,  saying — 

That  which  is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it  in¬ 
come. 

The  claim  was  advanced  by  the  State 
of  Wisconsin  that  the  law  was  actually 
“a  regulation  of  marriage”  to  which  the 
Supreme  Court  replied: 

It  can  hardly  be  claimed  that  a  mere  dif¬ 
ference  in  social  relations  so  alters  the  taxa¬ 
ble  status  of  one  receiving  income  as  to 
justify  a  different  measure  for  the  tax. 
*  *  *  Arbitrary  and  discriminatory  pro¬ 

visions  contained  in  it  cannot  be  justified 
by  calling  them  special  regulations  of  the 
persons  or  relationships  which  are  the  object 
of  the  discrimination.  *  *  *  The  exac¬ 

tion  is  arbitrary  and  is  a  denial  of  due 
process. 

The  Supreme  Court  held  this  tax  on 
one  person’s  income  as  measured  in  part 
by  the  income  of  another  person  was  a 
denial  of  property  without  due  process  of 
law  under  the  fourteenth  amendment. 
Now  the  Supreme  Court  held  in  Heiner  v. 
Donnan  (285  U.  S.  312) : 

Nor  is  it  material  that  the  fourteenth 
amendment  was  involved  in  the  Heiner  case 
instead  of  the  fifth  amendment  as  here. 
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The  restraint  imposed  upon  legislation  by 
the  due  process  clauses  of  the  two  amend¬ 
ments  is  the  same. 

Therefore  it  would  appear  that  the 
decision  in  the  Hoeper  case  would  be 
governing  relative  to  this  provision  of 
the  present  tax  bill,  and  that  this  statute 
would  be  unconstitutional. 

Mr.  Chairman,  try  as  I  will,  I  cannot 
dismiss  the  President’s  palliative,  “our 
tax  burden  is  still  moderate  compared  to 
that  of  most  other  countries.’’ 

As  a  frugal  and  industrious  people 
adjust  themselves  to  the  serious  task  of 
making  themselves  secure  in  a  world  of 
conflict  and  disorder,  something  more 
assuring  and  more  satisfying  will  be 
necessary  than  an  odious  comparison  to 
spur  them  on  to  toil  and  sacrifice  for  the 
general  welfare. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
move  that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly,  the  Committee  rose;  and, 
the  Speaker  having  resumed  the  chair, 
Mr.  Williams,  Chairman  of  the  Com¬ 
mittee  of  the  Whole  House  on  the  state 
of  the  Union,  reported  that  that  Com¬ 
mittee  having  had  under  consideration 
the  bill  (H.  R.  5417)  had  come  to  no 
resolution  thereon. 

EXTENSION  OP  REMARlid 

Mr.  DINGELL.  Mr.  Speaker,  on  behalf 
of  the  gentleman  from  West  Virginia 
[Mr.  Randolph]  I  ask  unanimous  con¬ 
sent  that  he  may  extend  his  ovn  re¬ 
marks  in  the  Record. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

(Mr.  DITTER  asked  and  was  given 
permission  to  extend  his  own  remarks 
in  the  Record.) 

Mr.  CRAWFORD.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  gentleman 
from  Michigan  [Mr.  Bradley]  may  revise 
and  extend  his  remarks  in  the  Record. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  PATRICK.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  gentleman 
from  Alabama  [Mr.  Boykin]  may  extend 
his  own  remarks  in  the  Record. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  PATRICK.  Mr.  Speaker,  I  ask 
unanimous  consent  that  7  may  extend 
my  own  remarks  in  the  Record. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  BRADLEY  of  Michigan.  Mr. 
Speaker,  supplementing  the  request  sub¬ 
mitted  on  my  behalf  by  my  colleague 
the  gentleman  from  Michigan  [Mr. 
Crawford]  I  ask  unanimous  consent  that 
I  may  include  in  those  remarks  a  letter 
written  by  John  B.  Trevor  to  the  board 
of  directors  of  the  American  Coalition. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

The  SPEAKER.  Under  the  previous 
order  of  the  House  the  gentleman  from 
Michigan  [Mr.  Hoffman]  is  recognized 
for  10  minutes. 


WHO  BETRAYS  THE  NATION :  LINDBERGH, 

A  DISTINGUISHED  STATESMAN,  THE  IN¬ 
TERVENTIONISTS,  OR  THE  PRESIDENT 

AND  THOSE  WHO  WOULD  LEAD  US  INTO 

WAR? 

Mr.  HOFFMAN.  Mr.  Speaker,  who  de¬ 
ceives  the  people?  Who  betrays  the  Na¬ 
tion?  Those  who  abide  by  the  promises 
which  were  so  solemnly  made  and  who 
would  continue  at  peace,  prepare  by  the 
exertion  of  every  possible  force  for  an 
adequate  national  defense,  or  those  who 
would  lead  us  into  a  war  for  which  all  will 
; admit  we  are  unprepared?  If  names  are 
to  be  called,  let  those  names  be  called  in 
public  and  let  the  facts  be  narrated  which 
show  the  truthfulness  or  the  untruthful¬ 
ness  of  the  appellation. 

We  need  no  proof  to  substantiate  the 
statement  that  we  are  not  prepared  to 
send  another  A.  E.  F.  to  Europe.  Time 
and  again  figures  have  been  given  show¬ 
ing  the  hopelessness  of  the  landing  and 
the  maintenance  of  an  American  army  in 
Europe,  in  Africa,  or  in  China. 

Nor  can  it  be  denied  that  it  is  the  pur¬ 
pose  of  some  in  these  United  States  to 
"send  such  a  force  to  Europe,  where  it 
will  undoubtedly  meet  disaster. 

On  July  4,  last,  the  United  Press  con¬ 
tained  this  statement: 

GsnN,  Sir  Archibald  P.  Wavell,  British 
commanJler  in  chief  in  the  Middle  East,  was 
quoted  a^tfollows  in  an  interview  at  Cairo 
with  HarolcLJOenny,  of  the  New  York  Times: 
“Can  you  wta  the  war  without  America’s 
full-scale  participation?”  General  Wavell  an¬ 
swered  with  a  sl^w  shake  of  his  head,  then 
he  said,  “We  shak  have  to  have  airplanes, 
tanks,  munitions,  \transport,  and  finally 
men.”  >/ 

“When?  'X 

“The  sooner  the  betterXwas  the  reply,  “but 
that  depends  on  when  you  .are  ready,  doesn't 
it?  I  suppose  when  you  getlpto  all-cut  pro¬ 
duction  you  will  be  able  to  eqiijp  any  number 
c  f  men  for  anywhere  in  the  world.” 

On  July  7  the  United  Press  contained 
the  following  statement: 

Lt.  Gen.  Sir  Claude  Auchinleck,  new  Brit¬ 
ish  Middle  East  commander,  said  today  that 
American  manpower  eventually  would  be  just 
as  necessary  “to  win  the  war  properly”  as  it 
Was  in  the  World  War. 

We  have  been  told  by  General  Marshall 
that  an  American  force  of  1,700,000  men 
was  adequate  to  defend  this  Nation.  We 
now  have  in  service  1,400,000  men,  and 
subject  tc  call  something  like  900,000 
more.  If  all  the  men  who  entered  serv¬ 
ice  were  discharged  at  the  end  of  the 
year’s  service,  which  it  was  said  would  be 
the  extent  of  time  they  would  be  required 
to  give,  and  the  new  men  taken  in,  we 
would  still  have  more  men  in  the  armed 
forces  of  the  United  States  than  General 
Marshall  said  were  necessary  for  na¬ 
tional  defense. 

The  truth  of  the  matter  is  that  the 
President  of  the  United  States  violated 
his  solemn  promise.  In  utter  disregaid 
of  his  oath  of  office,  he  is  now,  and  for 
some  time  past  has  been,  making  war 
without  a  declaration  of  war,  which  only 
the  Congress  has  the  right  to  make. 

The  President  is  the  man  who  has  vio¬ 
lated  his  promises.  The  President  is  the 
man  who  has  violated  his  oath  of  office  in 
that  he  exceeds  his  constitutional  power. 


The  President  is  the  man  who  is  usurping 
the  powers  of  Congress.  The  President  is 
the  man  who  is  betraying  the  American 
people  by  creating  a  situation  and  then 
asking  and  obtaining  from  Congress  au¬ 
thority  to  extricate  himself  from  the  di¬ 
lemma  in  which  he  has  involved  himself. 

The  President  is  the  man  who  is  will¬ 
ing  to  gamble  with  the  lives  of  a  million 
or  more  young  men. 

Some  day  this  war  will  be  ended.  It 
will  be  ended  by  the  making  of  a  pro¬ 
posal  of  one  country,  their  acceptance  by 
another,  or  by  a  compromise,  or,  if  you 
please,  a  negotiated  peace.  There  is  no 
reason  why,  if  American  soldiers  and 
sailors  are  to  be  sent  to  fight  by  the  side 
of  British  and  Russian  soldiers  and  sail¬ 
ors,  the  American  people  should  not 
know,  and  know  now  on  what  terms  the 
fight  may  end. 

There  is  no  reason  why  the  German 
people,  and  it  is  my  understanding  that 
Hess  has  already  made  the  statement  of 
terms  of  the  German  people,  should  not 
propose  the  terms  on  which  they  will  end 
the  war. 

There  is  no  reason  why  Churchill 
should  not  tell  us  when  he  and  England 
will  be  willing  to  end  the  war.  If  the 
answer  of  Churchill  be  that  the  war  will 
end  only  when  Hitler  is  destroyed,  will  he 
tell  us  whether  he  means  that  Hitler  must 
abdicate  or  that  he  must  be  executed,  and 
if  he  does,  then  what  form  of  government 
he  proposes  to  impose  upon  the  German 
people,  and  will  he  tell  us,  if  after  Hitler 
and  the  military  leadership  of  Germany 
are  destroyed,  how  Germany  is  to  be  gov¬ 
erned,  and  by  whom,  and  what  the  cost 
of  such  a  government  will  be,  and  how 
much  of  that  cost  is  to  be  borne  by  the 
American  people? 

Will  he  tell  us  how  much  in  dollars  and 
cents  America  is  to  contribute  to  the  suc¬ 
cess  of  his  plan  and  how  many  American 
lives  are  to  be  sacrificed  in  the  exercising 
of  that  plan? 

In  short,  if  we  are  to  fight,  let  us  know 
the  objective  of  that  fight  so  that  when 
they  have  attained  it,  we  may  know  that 
the  war  should  be  over. 

If,  on  the  other  hand,  we  are  to  fight 
merely  for  the  sake  of  fighting,  so  that 
munition  makers  and  shipbuilders  and 
international  bankers  may  become 
wealthy,  may  enrich  themselves,  then  let 
us  know  that. 

No;' those  who  advocate  remaining  at 
peace,  those  who  speak  for  national  de¬ 
fense,  those  who  believe  in  preparedness 
rather  than  in  a  war  of  aggression  are  not 
the  betrayers  of  our  people  or  Nation. 
Those  who  would  lead  us  into  a  war  for 
which  we  are  not  prepared  are  the  ones 
who  would  destroy  the  people’s  govern¬ 
ment,  your  government  and  mine. 

Mr.  Speaker,  I  ask  unanimous  consent 
to  revise  and  extend  ritvy  remarks. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered.  \ 

There  was  no  objection. 

Mr.  HOFFMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend,  my  re¬ 
marks  in  the  Record  and  ineludesjtherein 
a  newspaper  article. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 
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PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  HOFFMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  that  on  tomorrow, 
after  the  conclusion  of  the  legislative 
program  for  the  day  and  any  other  spe¬ 
cial  orders  that  may  have  been  entered, 
I  may  be  permitted  to  address  the  House 
for  10  minutes. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

ADJOURNMENT 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  that  the  House  do  now  adjourn. 

The  motion  was  agreed  to;  accordingly 
(at  5  o’clock  and  7  minutes  p.  m.)  the 
House  adjourned  until  tomorrow,  Fri¬ 
day,  August  1,  1941,  at  12  o’clock  noon. 


COMMITTEE  HEARINGS 
Committee  on  Public  Buildings  and  Grounds 

There  will  be  a  meeting  of  the  Commit¬ 
tee  on  Public  Buildings  and  Grounds  at 
10  a.  m.  on  Friday,  August  1,  1941,  in  the 
caucus  room  for  consideration  of  House 
Resolution  209. 

Committee  on  the  Judiciary 

Subcommittee  No.  1  of  the  Committee 
on  the  Judiciary  will  start  hearings  in 
room  346,  old  House  Office  Building,  on 
Wednesday,  August  6,  1941,  at  10:30 
a.  m.,  on  H.  R.  5234,  to  amend  the  Judi¬ 
cial  Code  in  respect  to  the  jurisdiction  of 
the  Court  of  Claims  in  certain  cases. 
(Mr.  Sumners  of  Texas.) 


EXECUTIVE  COMMUNICATIONS,  ETC. 

Under  clause  2  of  rule  XXIV,  executive 
communications  were  taken  from  the 
Speaker’s  table  and  referred  as  follows: 

803.  A  letter  from  the  Under  Secretary  of 
Agriculture,  transmitting  a  draft  of  a  pro¬ 
posed  bill  for  the  relief  of  Miss  Nell  Mahoney, 
junior  clerk-typist.  Farm  Security  Adminis¬ 
tration,  Crockett,  Tex.;  to  the  Committee  on 
Claims. 

804.  A  letter  from  the  Under  Secretary  of 
Agriculture,  transmitting  a  draft  of  a  pro¬ 
posed  bill  to  enable  the  Secretary  of  Agri¬ 
culture  to  obtain  and  administer  patents  for 
the  best  interest  of  the  public,  and  for  other 
purposes;  to  the  Committee  on  Patents. 

805.  A  letter  from  the  Secretary  of  War  and 
the  Secretary  of  the  Navy,  transmitting  a 
draft  of  a  proposed  joint  resolution  to  amend 
section  124  of  the  Internal  Revenue  Code  by 
extending  the  time  for  applications,  and 
changing  the  procedure,  for  certification  of 
national -defense  facilities  and  contracts  for 
amortization  purposes;  to  the  Committee  on 
Ways  and  Means. 

806.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  May  29, 
1941,  submitting  a  report,  together  with  ac¬ 
companying  papers  and  an  illustration,  on  a 
preliminary  examination  and  survey  of 
Galena  River  (Fever  River),  Ill.  and  Wis.,  au¬ 
thorized  by  the  Flood  Control  Act  approved 
August  28,  1937  (H.  Doc.  No.  336) ;  to  the 
Committee  on  Flood  Control  and  ordeied  to 
be  printed,  with  an  illustration. 

807.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  June  2,  1941. 
submitting  a  report,  together  with  accom¬ 
panying  papers  and  an  illustration  on  reex¬ 
amination  of  Ashland  Harbor,  Wis.,  requested 
by  resolution  of  the  Committee  on  Rivers  and 
Harbors,  House  of  Representatives,  adopted 
January  19,  1940  (H.  Doc.  No.  337);  to  the 
Committee  on  Rivers  and  Harbors  and  or¬ 
dered  to  be  printed,  with  an  illustration. 


808.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  May  29, 
1941,  submitting  a  report,  together  with  ac¬ 
companying  papers  and  illustrations,  on  re¬ 
examination  of  Housatonic  River,  Conn., 
Mass.,  and  N.  Y.,  requested  by  resolution  of 
the  Committee  on  Flood  Control,  House  of 
Representatives,  adopted  April  2,  1936  (H. 
Doc.  No  338);  to  the  Committee  on  Flood 
Control  and  ordered  to  be  printed,  with  two 
illustrations. 


REPORTS  OF  COMMITTEES  ON  PUBLIC 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  reports  of 
committees  were  delivered  to  the  Clerk 
for  printing  and  reference  to  the  proper 
calendar,  as  follows: 

Mr.  VINSON  of  Georgia:  Committee  on 
Naval  Affairs.  S.  353.  An  act  to  provide  tor 
the  extension  of  enLstments  in  the  Navy; 
with  amendment  (Rept.  No.  1082) .  Referred 
to  the  Committee  of  the  Whole  House  on  the 
state  of  the  Union. 

Mr.  JARMAN ;  Committee  on  Printing. 
House  Joint  Resolution  196.  Joint  resolution 
authorizing  the  printing,  with  illustrations. 
Of  the  proceedings  of  the  national  encamp¬ 
ments  of  various  veterans’  organizations  in 
the  United  States  as  separate  House  docu¬ 
ments;  without  amendment  (Rept.  No  1083). 
Referred  to  the  House  Calendar. 


REPORTS  OF  COMMITTEES  ON  PRIVATE 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  reports  of 
committees  were  delivered  to  the  Clerk 
for  printing  and  reference  to  the  proper 
calendar,  as  folloWs: 

Mr.  FOGARTY :  Copamittee  on  Claims. 
H.  R.  1371.  A  bill  for  the  relief  of  Burl 
Treadgill  and  Helen  Treadgill;  with  amend¬ 
ment  (Rept.  No.  1084).  Referred  to  the 
Committee  of  the  Whole  House. 

Mr.  FENTON:  Committee  on  Claims. 
H.  R.  2379.  A  bill  for  the  relief  of  Mary, 
Ethel,  and  Richard  Farrell;  with  amendment 
(Rept.  No.  1085).  Referred  to  the  .Commit¬ 
tee  of  the  Whole  House. 

Mr.  PITTENGER:  Committee  on  Claims. 
H.  R.  2780.  A  bill  for  the  relief  of  O.  C. 
Ousley;  without  amendment  (Rept.  No. 
1086).  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  WICKERSHAM:  Committee  on  Claims. 
H.  R.  2864.  A  bill  for  the  compensation  of 
Edwin  Fairfax  Naulty  and  Leslie  Fairfax 
Naulty;  with  amendment  (Rept.  No.  1087). 
Referred  to  the  Committee  of  the  Whole 
House. 

Mr.  HARRIS  of  Arkansas:  Committee  on 
Claims.  H.  R.  4010.  A  bill  for  the  relief  of 
Thelma  Carringer;  with  amendment  (Rept. 
No.  1088) .  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  DIMOND:  Committee  on  Claims. 
H.  R.  4062.  A  bill  for  the  relief  of  Alta 
Ledgerwood;  without  amendment  (Rept.  No. 
1089).  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  WICKERSHAM:  Committee  on  Claims. 
H.  R.  4415.  A  bill  for  the  relief  of  the 
Macon  County  Art  Co.;  with  amendment 
(Rept.  No.  1090).  Referred  to  the  Commit¬ 
tee  of  the  Whole  House. 

Mr.  FOGARTY :  Committee  on  Claims. 
H.  R.  4503.  A  bill  for  the  relief  of  Hattie 
Dillion;  with  amendmert  (Rept.  No.  1091). 
Referred  to  the  Committee  of  the  Whole 
House. 

Mr.  CHENOWETH:  Committee  on  Claims. 
H.  R.  4514.  A  bill  for  the  relief  of  Samuel 
J.  D.  Marshall;  with  amendment  (Rept.  No. 

1092).  Referred  to  the  Committee  of  the 
Whole  House. 


Mr.  COFFEE  of  Washington:  Committee  on/' 
Claims.  H.  R.  4879.  A  bill  conferring  juri^ 
diction  upon  the  United  States  District  Court 
for  the  Western  District  of  Washington  to 
hear,  determine,  and  render  judgment/upon 
the  claims  of  J.  A.  Sandell  and  Franqes  San- 
dell,  his  wife;  with  amendment  (Rept.  No. 

1093) .  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  FENTON :  Committee  ,  on  Claims. 
H.  R.  5021  A  bill  for  the  relief  of  Capt.  Alex 
Papana;  without  amendment  (Rept.  No. 

1094) .  Referred  to  the  Qommittee  of  the 
Whole  House. 

Mr.  FENTON :  Comjfiittee  on  Claims. 


H.  R.  5038.  A  bill  foiv 


relief  of  Victor  M. 


Lenzer,  former  special  disbursing  agent,  De¬ 
partment  of  Labpr;  without  amendment 
(Rept.  No.  1095) .  Referred  to  the  Committee 
of  the  Whole  House. 

Mr.  FOGARTY:  Committee  on  Claims. 
H.  R.  5104.  A  bill  to  authorize  the  Secretary 
of  the  Interior  to  pay  certain  claims  of  em¬ 
ployees  of  the  Bureau  of  Reclamation  arising 
out  of  lpss  of  tools  deposited  in  a  warehouse 
and  shop  building  maintained  by  the  Bureau 
of  Exclamation  at  Parker  Dam,  Ariz.,  de¬ 
stroyed  by  fire;  without  amendment  (Rept. 
No.  1096) .  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  WICKERSHAM:  Committee  on  Claims. 
H.  R.  5223.  A  bill  for  the  relief  of  Reginald 
H.  Carter,  Jr.;  with  amendment  (Rept.  No. 
1097 )  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  FOGARTY :  Committee  on  Claims. 
H.  R.  5225.  A  bill  for  the  relief  of  Susannah 
Sanchez;  with  amendment  (Rept.  No.  1098). 
Referred  to  the  Committee  of  the  Whole 
House. 

Mr.  FOGARTY :  Committee  on  Claims. 
H.  R.  5280.  A  bill  for  the  relief  of  G.  F.  Allen, 
chief  disbursing  officer,  Treasury  Department, 
and  for  other  purposes;  without  amendment 
(Rept.  No.  1099) .  Referred  to  the  Committee 
of  the  Whole  House. 

Mr.  McGEHEE:  Committee  on  Claims.  H. 

R.  5291.  A  bill  for  the  relief  of  Helen  Rauch 
and  Max  Rauch;  without  amendment  (Rept. 
No.  1100).  Referred  to  the  Committee  of 
the  Whole  House. 

Mr.  McGEHEE:  Committee  on  Claims.  S. 
1228.  An  act  for  the  relief  of  Mrs.  A,  B. 
Tanner;  without  amendment  (Rept.  No. 
1101).  Referred  to  the  Committee  of  the 
Whole  House. 

Mr.  WICKERSHAM:  Committee  on  Claims. 

S.  1426.  An  act  for  the  relief  of  Otis  Thomp¬ 
son;  with  amendment  (Rept.  No.  1102). 
Referred  to  the  Committee  of  the  Whole 
House. 

Mr-  MASON:  Committee  on  Immigration 
and  Naturalization.  H.  R.  1944.  A  bill  for 
the  relief  of  certain  Basque  aliens;  without 
amendment  (Rept.  No.  1103).  Referred  to 
the  Committee  of  the  Whole  House. 


PUBLIC  BILLS  AND  RESOLUTIONS 
Under  clause  3  of  rule  XXII,  public 
bills  and  resolutions  were  introduced  and 
severally  referred,  as  follows: 

By  Mr.  BLAND: 

H.  R.  5456.  A  bill  to  provide  for  a  prelim¬ 
inary  examination  and  survey  of  Bonum 
Creek,  Westmoreland  County,  Va.,  and  the 
channel  connecting  with  ..the  Potomac  River; 
to  the  Committee  on  Rivers  and  Harbors. 

By  Mr.  D’ALESANDRO: 

H.  R.  5457.  A  bill  to  amend  the  act  of  March 
16,  1926,  providing  for  a  Board  of  Public 
Welfare  in  the  District  of  Columbia,  and  for 
other  purposes;  to  the  Committee  on  the 
District  of  Columbia. 

By  Mr.  GREEN: 

H.  R.  5458.  A  bill  to  amend  the  Organic 
Act  of  Alaska;  to  the  Committee  on  the  Ter¬ 
ritories. 

By  Mr.  LANHAM: 

H.  R.  5459.  A  bill  to  permit  seeing-eye  dogs'^ 
to  enter  Government  buildings  when  accom- 
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hears  none,  and  appoints  the  following 
conferees:  Messrs.  Sumners  of  Texas, 
Walter,  and  Gwynne. 

FLOOD  CONTROL 

Mr.  WHITTINGTON  submitted  a  con¬ 
ference  report  and  statement  on  the  bill 
(H.  R.  4911)  authorizing  the  construc¬ 
tion  of  certain  public  works  on  rivers  and 
harbors  for  flood  control,  and  for  other 
purposes. 

EXTENSION  OF  REMARKS 

Mr.  PIERCE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own  re¬ 
marks  in  the  Record  and  include  therein 
an  article  from  the  Timberman  on  the 
St.  Lawrence  seaway. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ore¬ 
gon? 

There  was  no  objection. 

PROFITEERING  IN  STRATEGIC  AND  CRITI¬ 
CAL  MATERIALS 

Mr.  BRADLEY  of  Michigan.  Mr. 
Speaker,  I  ask  unanimous  consent  to  ad¬ 
dress  the  House  for  1  minute  and  to  re¬ 
vise  and  extend  my  remarks. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Michi¬ 
gan? 

There  was  no  objection. 

Mr.  BRADLEY  of  Michigan.  Mr. 
Speaker,  in  1936,  when  Mr.  Roosevelt  was 
a  candidate  for  a  second  term,  he  was 
advocating  the  passage  of  a  Neutrality 
Act  which  would  be  designed  to  keep  us 
out  of  somebody  else’s  war  forever.  At 
that  time  he  said  that  if  we  ever  did  be¬ 
come  involved  in  another  war  it  would  be 
because  there  would  be  many  in  the  land 
who  would  be  seeking  blood  profits  and 
fool’s  gold. 

Today  we  are  dangerously  close  to  war, 
and  we  are  being  pushed  further  along 
the  road  to  war  by  one  particular  small 
minority  group  that  we  can  compare 
only  to  a  certain  black-and-white-striped 
“wood  pussy”  in  our  country.  They  are 
men  who  deal  nefariously  in  strategic  and 
critical  materials  in  order  to  reap  blood 
profits.  It  is  about  time  we  clamped 
down  on  those  fellows.  Today  I  am  in¬ 
troducing  a  bill  calling  upon  the  Presi¬ 
dent  to  clamp  down  on  them  and  fine 
them  $10,000  and  give  them  10  years  in 
prison  whenever  they  are  convicted  of 
selling  strategic  or  critical  war  materials 
on  which  a  priority  rating  has  been  estab¬ 
lished. 

I  have  consistently  opposed  granting 
additional  powers  to  the  President,  espe¬ 
cially  powers  which  rightfully  belong  to 
the  Congress,  but  this  is  one  power  the 
President  should  have  and  should  use, 
and  use  now. 

[Here  the  gavel  fell.] 

FARM  REGIMENTATION 

Mr.  RICH.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  tp  address  the  House  for  1 
minute. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Pennsylvania? 

There  was  no  objection. 

Mr.  RICH.  Mr.  Speaker,  I  have  op¬ 
posed  regimentation  of  the  farmer,  the 
businessman,  and  the  laborer.  I  have 
received  the  following  letter: 


Jersey  Shore,  Pa., 

July  30,  1941. 

Hon.  Robert  Rich, 

Woolrich,  Pa. 

Dear  Sir:  Am  writing  you  concerning  this 
wheat  question.  When  a  farmer  asks  no  aid 
from  the  Government  of  any  kind,  buys  his 
own  lime  and  seed  and  fertilizer,  pays  for  it 
out  of  the  money  he  earns  on  his  farm,  pays 
his  local  taxes  and  all  the  other  alphabetical 
unknown  taxes,  and  doesn’t  join  this  Soil 
Conservation  Act,  and  then  out  of  a  clear  sky, 
when  his  wheat  is  almost  ready  to  cut,  comes 
a  pimp  of  some  kind  who  doesn’t  know  how 
to  work,  is  too  lazy  to  work  if  did  know  how, 
and  tells  you  your  wheat  must  be  plowed 
under  or  be  fined  49  cents  per  bushel,  that 
makes  a  self-respecting  farmer  boil  clear 
down  to  his  toes  and  makes  him  think  of 
that  old  Winchester  standing  behind  the 
door. 

Twenty-eight  farmers  in -  Township, 

out  of  a  possible  100,  had  a  right  to  vote 
against  it.  If  that  is  all  the  farmers,  you 
have  to  show  me. 

I  do  not  believe  in  Government  soil  con¬ 
servation.  1  was  practicing  it  before  the 
Government  thought  of  it. 

I  really  think  it  is  time  for  the  farmers 
to  get  together  and  clean  house  of  such 
Representatives  as  that. 

We  do  not,  as  you  know,  make  any  money 
growing  wheat  at  $1  per  bushel. 

I  feel  that  under  the  Constitution  I  hq,ve 
a  perfect  right  to  grow  what  I  please  on  my 
farm.  I  don’t  borrow  money  from ylsnd 
banks,  and  most  of  them  that  do  never  ex¬ 
pect  to  pay  it  back.  These  are  som£*  of  the 
things  I  think.  Hoping  I  haven’t  bored  you 
with  this  letter,  I  am 

Yours  respectfully, 


EXTENSION  OF  EpilARKS 

Mr.  MICHENER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  in  the  Record  and  to  include 
therein  an  address  made  by  the  gentle¬ 
man  from  Massachusetts  [Mr.  Martin] 
before  the  Republican  convention  in 
Wisconsin. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  fbom  Mich¬ 
igan? 

There  was  no  objection. 

PERMISSION  TO  ADDRESS  THE  HQUSE 

Mr.  CRAWFORD.  Mr.  Speaker,  I  ask 
unanimous  consent  that  I  may  proceed 
under  a  special  order  for  10  minutes  fol¬ 
lowing  the  gentleman  from  Michigan 
[Mr.  Hoffman]  at  the  close  of  business 
today. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Michigan? 

There  was  no  objection. 

EXTENSION  OF  REMARKS 

Mr.  GORE.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  to  extend  my  remarks  in 
the  Record  by  including  a  resolution  en¬ 
dorsing  my  friend  Joe  Carr,  of  Tennes¬ 
see,  for  national  president  of  the  Young 
Democrats. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ten¬ 
nessee? 

There  was  no  objection. 

Mr.  ELLIS.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  to  extend  my  own  remarks 
in  the  Record  and  to  include  therein  an 
editorial  from  the  Tulsa  Tribune,  en¬ 
dorsing  public  power  development. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ar¬ 
kansas? 

There  was  no  objection. 


JOINT  INCOME-TAX  RETURNS 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
proceed  for  1  minute,  and  to  extend' my 
remarks  and  to  include  therein  a' letter 
from  the  Women  Investors  in  America 
and  also  a  statement  from  then/ 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentlewoman  from 
Massachusetts?  / 

There  was  no  objection. 

[Mrs.  ROGERS  of  Massachusetts  ad¬ 
dressed  the  House.  Her  remarks  appear 
in  the  Appendix  of  the  Record.] 
EXTENSIq/  OF  REMARKS 

Mr.  FELLOWS.  Mr.  Speaker,  I  ask 
unanimous  cpnsent  to  extend  my  re¬ 
marks  in  the  Record  and  to  include 
therein  a  brief  newspaper  editorial. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Maine? 

There  was  no  objection. 

Mr.  VREELAND.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Record  and  to  include 
therein  a  radio  address  by  Mr.  George 
Stringfellow,  of  East  Orange,  N.  J. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
Jersey? 

There  was  no  objection. 

Mr.  JOHNS.  Mr.  Speaker,  I  have  two 
unanimous-consent  requests  to  submit. 
I  first  ask  unanimous  consent  to  extend 
my  remarks  in  the  Record  and  to  include 
an  address  delivered  by  myself  over  the 
Columbia  Broadcasting  System  on  Wed¬ 
nesday  night  and,  secondly,  to  extend 
my  remarks  in  the  Record  to  include  a 
letter  from  a  constituent  of  mine  on  the 
subject  of  the  W.  P.  A. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Wis¬ 
consin? 

There  was  no  objection. 

(Mr.  LAMBERTSON  asked  and  was 
given  permission  to  revise  and  extend  his 
own  remarks  in  the  Record.) 

HARRY  HOPKINS  AND  JOSEF  STALIN 

Mr.  HOFFMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  proceed  for  1  min¬ 
ute  and  to  revise  and  extend  my  remarks 
in  the  Record. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Michigan? 

There  was  no  objection. 

Mr.  HOFFMAN.  Mr.  Speaker,  while 
Harry  Hopkins  is  over  in  Moscow  asking 
Joe  Stalin  what  he  would  accept  of 
American  taxpayers  in  the  way  of  money 
and  property,  out  in  Los  Angeles,  the  city 
of  my  friend  the  gentleman  from  Cali¬ 
fornia  [Mr.  Lelanb  M.  Ford],  the  Com¬ 
munists  are  holding  up  production  for 
national  defense.  Harry  ought  to  get  to¬ 
gether  with  those  Communists,  because 
unless  the  Communists  in  this  country 
permit  production,  we  cannot  give  their 
“red”  brethren  what  is  not  produced  to¬ 
day — what  is  not  produced,  cannot  be 
sent  to  Russia — and  Harry  ought  to 
know  it. 

Mr.  RUSSELL.  Mr.  Speaker,  will  the 
gentleman  yield?  How  did  you  vote  on 
Tuesday? 

Mr.  HOFFMAN.  I  voted  right.  How 
did  you  vote? 
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EXTENSION  OP  REMARKS 
Mr.  KEFAUVER.  Mr.  Speaker,  I 


ask 


unanimous  consent  to  extend  my  remarks 
in  the  Record. 

Tire  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

Mr.  COSTELLO.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  and  include  a  statement  in  oppo¬ 
sition  to  the  joint  tax  return. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

Mr.  COX.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  to  extend  my  remarks  by 
inserting  some  excerpts  from  a  recent 
broadcast  by  Fulton  Lewis  in  which  he 
discusses  the  racket  set  up  in  New  York 
which  capitalizes  on  the  privation  and 
suffering  in  England. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

PRICE  FIXING 

Mr.  RANKIN  of  Mississippi.  Mr. 
Speaker,  I  ask  unanimous  consent  to  ad¬ 
dress  the  House  for  1  minute  and  extend 
my  remarks,  and  that  those  remarks  be 
put  into  the  Appendix  of  the  Record. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

[Mr.  RANKIN  of  Mississippi  addressed 
the  House.  His  remarks  appear  in  the 
Appendix  of  the  Record.] 

EXTENSION  OF  REMARKS 

Mr.  RANDOLPH.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  and  include  certain  editorial  com¬ 
ments  in  support  of  a  separate  air  force. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

[Mr.  CANNON  of  Missouri  addressed 
the  House.  His  remarks  appear  in  the 
Appendix  of  the  Record.] 

/ 


PRICE  FIXING 

Mr.  MURRAY.  Mr.  Speaker,  I  ask 
unanimous  consent  to  proceed  for  1  min¬ 
ute  and  revise  and  extend  my  remarks. 

The  SPEAKER.  Is  there  objection? 

There  was  no  objection. 

Mr.  MURRAY.  Mr.  Speaker,  price 
fixing  is  a  very  appropriate  subject  to 
discuss  this  morning.  This  price  fixing 
of  farm  products,  with  all  due  respect  to 
my  colleagues,  is  nothing  new  to  the  New 
Dealers.  I  do  not  see  why  we  are  get-  | 
ting  so  excited  about  this  bill,  because 
the  present  administration  is  manipu¬ 
lating  and  controlling  certain  farm  prices 
at  the  present  time.  This  man  Hen¬ 
derson  seems  to  want  to  get  a  little  more  i 
power  to  do  a  little  bigger  job.  Milo 
Perkins  has  been  manipulating  farmers’ 
prices  for  several  years.  This  man  Per¬ 
kins  has  cost  the  farmers  of  this  country 
millions  upon  millions  of  dollars.  At  the 
present  time,  with  the  $500,000,000  out  of 
the  $7,000,000,000  lease-lend  bill  and  the 
$235,000,000  from  the  domestic  funds  pro¬ 
vided  by  Congress,  he  or  anybody  else 
can  control  every  market  in  this  coun¬ 
try.  That  is,  as  long  as  the  $735,000,000 
lasts.  The  Agriculture  Department  has 
or  tries  to  have  direct  control  of  every 
major  farm  commodity.  Prices  have 
been  advanced  on  some  agricultural 
products  by  borrowing  the  money,  fixing 
a  price  of  the  product,  and  then  by  giv¬ 
ing  the  product  away,  thus  keeping  the 
product  off  the  regular  market.  It  is 
high  time  that  the  producer,  distributor. 
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and  consumer  obtain  consideration  that 
is  fair  to  each  group. 

REFERENDUM  ON  WAR 
Mr.  SAUTHOFF.  Mr.  Speaker,  I  ask 
unanimous  consent  to  proceed  for  1 
minute. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  SAUTHOFF.  Mr.  Speaker,  I  want 
to  announce  the  result  of  the  poll  that 
is  being  conducted  in  my  district  on  the 
war  question. 

As  of  August  1,  1941,  I  have  received 
62,158  ballots.  Of  that  number,  58,557 
are  against  our  entrance  in  the  present 
war  and  3,601  are  for  entrance  into  the 
war. 

[Here  the  gavel  fell.] 

EXTENSION  OF  REMARKS 
Mr.  EATON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  re¬ 
marks  in  the  Appendix  by  inserting  a 
brief  article  on  small  factories  in  con¬ 
nection  with  the  O.  P.  M.  work. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

THE  REVENUE  BILL— 1941 
Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on 
the  state  of  the  Union  for  the  further 
consideration  of  the  bill  H.  R.  5417,  to 
provide  revenue,  and  for  other  purposes. 
The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  state  of  the  Union  for  the  further 
consideration  of  the  bill  H.  R.  5417,  with 
Mr.  Cole  of  Maryland  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Utah  [Mr.  Robinson]. 

Mr.  ROBINSON  of  Utah.  Mr.  Chair¬ 
man,  I  am  much  concerned  over  the 
provisions  of  this  bill  because  of  their 
effect  upon  the  mining  industry,  which 
is  one  of  the  most  important  businesses 
in  my  State.  I  realize  the  necessity  of 
increased  revenue,  and  I  am  committed 
tc  the  principle  that  we  should  endeavor 
to  raise  out  of  current  income  as  much 
revenue  as  is  possible  to  meet  current 
expenditures. 

At  the  same  time,  I  am  faced  with  the 
fact  that  this  constitutes  the  highest  tax 
bill  in  history  and  that  it  is  still  true  that 
“the  power  to  tax  is  the  power  to  destroy.” 
The  most  carefully  prepared  bill  carry¬ 
ing  the  rates  provided  in  this  measure 
must  of  necessity  have  a  very  heavj  im¬ 
pact  upon  the  industries  of  the  Nation, 
because  this  provides  for  an  additional 
tax  to  be  superimposed  upon  the  tax  al¬ 
ready  provided  in  existing  tax  laws. 

We  must  have  in  mind,  that  after  all, 
the  additional  revenue  under  an  income- 
tax  law  depends  upon  the  income  of  the 
taxpayer,  and  I  realize  that  there  are 
several  ways  in  which  the  income  of  the 
taxpayer  will  be  affected  by  a  tax  bill 
such  as  this.  Here  are  some  of  them: 

First.  The  rates  may  be  so  high  as  to 
discourage  the  development  and  expan¬ 
sion  of  business  enterprises,  particularly 
mining  enterprises. 

Second.  The  application  of  a  general 
law  such  as  this  and  of  the  regulations 
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for  which  it  provides  may  inequitably 
affect  many  of  the  mining  enterprises  of 
my  State. 

Third.  The  application  of  a  general 
law  or  regulation  may  affect  adversely 
one  mining  enterprise  in  competition 
with  another  so  as  to  seriously  curtail  its 
income  and  its  consequent  ability  to  pay 
taxes. 

It  seems  to  me  that  a  bill  such  as  this, 
at  a  time  such  as  this,  should  be  framed 
so  as: 

First.  Not  to  affect  adversely,  indus¬ 
tries  whose  continuous  production  is  es¬ 
sential  to  national  defense.  Mining  is 
such  an  industry. 

Second.  To  encourage  the  expansion  of 
such  essential  industries.  Ey  this  I  par¬ 
ticularly  mean,  the  ciscovery  and  devel¬ 
opment  of  new  ore  bodies  which  are  ab¬ 
solutely  essential  in  our  national-defense 
program. 

I  do  not  need  to  tell  the  Congress  that 
the  mining  industry  is  essential,  both  to 
national  defense  and  to  the  fulfillment 
of  the  aims  and  purposes  of  the  lease- 
lend  program.  America  cannot  continue 
as  the  “arsenal  of  the  democracies”  if 
;  its  basic  supplies  are  curtailed  or  if  its 
increased  production  is  hampered  or  re¬ 
strained.  Let  me  call  your  attention  to 
these  facts: 

First.  A  steady  production  of  the  base 
metals  depends  upon  exploration  and 
development  of  additional  ore  bodies. 
This  requires  an  unremitting  program 
entailing  the  expenditure  of  large  sums 
of  money  which  may  never  be  returned, 
and  also  an  unceasing  expense  in  search 
for  metallurgical  processes  which  would 
make  low-grade  ore  deposits  commercial¬ 
ly  available. 

Second.  Mining  is  a  wasting  industry. 
It  is  constantly  using  up  its  capital  in 
the  form  of  units  of  the  metals  produced, 
and  this  capital  can  never  be  replaced. 

For  these  reasons,  I  believe  that  mining 
and,  in  fact,  all  extractive  industries 
should  have  special  consideration  in  a  bill 
involving  as  heavy  a  drain  upon  its  in¬ 
come  as  does  this  tax  measure.  I  do  not 
mean  that  they  should  be  specially 
favored,  but  I  do  mean  that  the  nature  of 
their  business,  the  peculiar  character  of 
their  operations  and  the  fact  that  their 
assets  are  constantly  being  used  up  in 
the  creation  of  what  is  called  income, 
should  have  very  special  attention.  I 
know  it  is  not  the  desire  of  the  Congress 
to  seriously  injure  or  retard  the  develop¬ 
ment  of  an  industry  essential  alike  to 
good  living  and  preparation  for  defense. 

Now,  I  am  going  to  suggest  two  re¬ 
spects  in  which  I  believe  mining  and  rela¬ 
tive  industries  should  have  treatment  in 
an  excess-profits  tax  bill  different  from 
that  accorded  to  those  industries  or  busi¬ 
nesses  which  do  not  consume  their  as¬ 
sets  in  their  operation.  I  am  not  object¬ 
ing  to  the  normal  tax  rates  provided  in 
this  bill,  because  I  realize  the  necessity 
of  an  increased  revenue,  but  when  it 
comes  to  determining  excess  profits,  then 
I  wish  to  call  attention  to  the  necessity, 
both  in  fairness  and  in  furtherance,  of 
the  development  and  maintenance  of  a 
permanent  industry  which  is  so  essential, 
of  weighing  most  carefully  the  effect  of 
the  provisions  of  this  bill.  Accordingly, 
I  urge: 

First.  That  a  formula  be  written  into 
this  bill  providing  for  the  determination 
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of  excess  profits  in  the  mining  industry 
upon  the  basis  of  units  mined  and  sold, 
rather  than  upon  the  genera’  basis  of  in¬ 
come  from  the  entire  operation. 

Second.  That  special  provision  be 
made  for  relief  in  cases  where  the  appli¬ 
cation  of  the  general  provisions  of  the 
law  would  work  an  injustice  to  the  indi¬ 
vidual  business. 

As  to  the  first  proposal,  may  I  call 
your  attention  to  the  fact  that  the  price 
of  metals,  per  unit,  has  been  stabilized. 
The  industry  in  my  State  is  cooperating 
patriotically  in  the  policy  of  the  Gov¬ 
ernment  to  maintain  a  ceiling  on  metal 
prices.  Accordingly,  the  price  per  unit 
is  not  at  the  present  time  substantially 
in  excess  of  the  average  price  over  a 
period  of  40  years. 

At  the  same  time,  however,  the  Gov¬ 
ernment  urges,  and  our  operators  have 
been  cooperating,  that  the  mines  increase 
the  number  of  units  produced.  If  the 
mining  company  follows  the  program  of 
maintaining  the  present  ceiling  on  prices 
per  unit,  and  at  the  same  time,  in  re¬ 
sponse  to  the  Government’s  needs,  in¬ 
creases  the  number  of  units  produced,  it 
will  have  materially  decreased  the  units 
remaining  in  the  ground,  which  would 
be  available  for  production  under  more 
propitious  circumstances.  At  the  same 
time,  because  through  increased  produc¬ 
tion  of  units  it  has  added  to  its  taxable 
income,  it  will  be  obliged  to  pay  extremely 
high  taxes  under  this  law,  when,  as  a 
matter  of  fact,  these  are  not  excess 
profits  at  all. 

Then,  again,  there  are  many  mining 
companies,  particularly  those  having 
small  operations,  which  have  neither  the 
base-period  earnings  nor  a  sufficient  stat¬ 
utory  capitalization  to  constitute  a  proper 
credit  for  the  computation  of  excess 
profits.  Many  of  these  properties  need 
special  consideration  because  of  their 
peculiar  history.  These  are  the  opera¬ 
tions  with  which  I  am  most  concerned, 
for  they  are  not  within  the  class  of  those 
larger  operations  which  have  built  up 
either  a  sufficient  capital  structure  or  a 
base-period  earning  to  constitute  a  suffi¬ 
cient  credit.  These  small  operators  know 
little  about  what  we  are  doing  here,  and 
they  will  first  learn  of  the  provisions  of 
this  excess-profits  tax  bill  when  they  are 
called  upon  to  make  their  contribution  to 
the  Government  finances  next  year. 

I  have  in  mind  many  instances  of 
severe  hardship  which  will  be  brought 
about  by  the  application  of  this  law.  For 
this  reason  I  had  hoped  that  the  rather 
stringent  provisions  relating  to  relief  for 
cases  of  this  character  might  have  been 
modified  and  made  more  workable  in  be¬ 
half  of  the  types  of  companies  to  which 
I  have  referred.  Under  the  rule  adopted 
here  it  is  perhaps  necessary  that  we  pass 
this  bill,  but  I  shall  vote  for  it  with  a 
mental  reservation  that  it  does  not  con¬ 
tain  the  provisions  which  I  would  like 
to  see  embodied  in  it — provisions  which 
would  assist,  and  not  seriously  hamper, 
the  production  of  metals  so  essential  in 
our  national-defense  program. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Massachusetts  [Mr. 
Eliot]. 

Mr.  ELIOT  of  Massachusetts.  Mr. 
Chairman,  I  am  grateful  to  be  granted 


this  time.  I  want  to  use  it  simply  to  ask 
a  question  of  the  committee  that  refers 
to  section  552  A  (7)  of  the  bill,  excise  tax 
on  rubber  articles.  My  question  is 
whether  by  any  chance  that  tax  applies 
to  crude  rubber  in  any  of  its  usual  forms? 

Mr.  COOPER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  ELIOT  of  Massachusetts.  I  yield. 

Mr.  COOPER.  I  am  glad  to  state  to 
the  gentleman  that  the  proposed  tax  does 
not  apply  to  crude  rubber.  This  proposed 
tax  levies  a  manufacturers’  excise  tax  on 
rubber  products  except  footwear  and 
surgical  instruments. 

Mr.  ELIOT  of  Massachusetts.  I  thank 
the  gentleman,  and  I  yield  back  the  bal¬ 
ance  of  my  time. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Georgia  [Mr.  Vinson]. 

Mr.  VINSON  of  Georgia.  Mr.  Speaker, 
I  respectfully  request  consideration,  par¬ 
ticularly  by  the  members  of  the  Ways 
and  Means  Committee,  of  the  statement 
I  am  going  to  make.  Section  101,  sub¬ 
section  (1),  of  the  internal  revenue  law 
specifically  exempts  labor  organizations 
from  taxation.  The  question  is.  Does  the 
Ways  and  Means  Committee  know  of  150 
large  national  unions,  34 — or  23  percent — 
have  total  assets  as  of  April  1,  1941,  of 
$42,371,199.23?  That  these  assets  repre¬ 
sent  an  increase  of  $4,030,684.66  over  the 
assets  possessed  by  these  same  unions  on 
the  1st  of  October  1939,  when  the  present 
emergency  began?  In  other  words,  an 
increase  in  the  assets  of  those  nontaxable 
unions  of  11  percent,  due  entirely  to  the 
national  emergency. 

The  Naval  Affairs  Committee,  charged 
with  this  investigation,  has  sent  out  ques¬ 
tionnaires  and  has  received  105  from  the 
American  Federation  of  Labor  and  45 
from  the  C.  I.  O.  The  total  assets  on 
September  1,  1939,  of  all  unions  was 
$38,161,000.  Of  that.  $10,000,000  was 
American  Federation  of  Labor,  $2,538,000 
was  C.  I.  O.  On  March  31,  1941,  on  ac¬ 
count  of  the  national  emergency,  the 
total  assets  had  increased  to  $42,000,000; 
$11,000,000  of  which,  or  12  percent,  was 
an  increase  in  A.  F.  of  L.  assets,  and 
$4,182,000,  or  64  percent,  was  an  increase 
in  the  assets  of  the  C.  I.  O.  The  country 
is  sorely  pressed  for  new  sources  of  reve¬ 
nue.  Why  should  these  organizations  be 
exempt  from  paying  their  proportionate 
part  on  their  assets? 

[Here  the  gavel  fell.] 

Mr.  DISNEY.  Mr.  Chairman,  I  yield 
myself  30  minutes. 

I  share  the  view  expressed  in  this  de¬ 
bate  on  the  subject  of  nondefense  appro¬ 
priations.  In  my  opinion,  Secretary  Mor- 
genthau’s  advice  to  cut  out  a  billion  dol¬ 
lars  on  nondefense  was  sound.  If  this 
had  been  done,  many  rates  could  have 
been  made  substantially  lower  and  some 
excise  taxes  on  the  people’s  goods  left  off. 
No  one  in  a  position  of  powerful  author¬ 
ity  made  the  slightest  effort  to  put  the 
advice  of  the  chief  fiscal  officer  of  the 
Nation  into  action.  I  made  such  a  mo¬ 
tion  in  the  Ways  and  Means  Committee, 
but  since  the  Ways  and  Means  Committee 
has  no  jurisdiction  on  such  appropria¬ 
tions  a  point  of  order  was  properly  sus¬ 
tained.  Under  the  rules  of  the  House, 
appropriations  cannot  be  offered  in  this 
bill  in  the  National  Congress,  even  in  the 


case  of  an  emergency  as  great  as  war. 
The  whole  Budget  is  not  intelligently  con¬ 
sidered.  The  Appropriations  Committee 
spends  the  money  as  it  pleases  without 
regard  to  the  Ways  and  Means  Commit¬ 
tee,  which  is  required  to  raise  it.  The 
two  committees  are  poles  apart.  As  has 
been  said  by  the  press  on  the  subject  of 
a  point  of  order,  it  appears  that  “saving 
is  not  germane  to  spending.” 

Mr.  SUMNERS  of  Texas.  Mr.  Chair¬ 
man,  will  the  gentleman  yield  for  an 
observation? 

Mr.  DISNEY.  I  yield. 

Mr.  SUMNERS  of  Texas.  Mr.  Chair¬ 
man,  the  gentleman  has  yielded  to  me, 
and  I  want  to  direct  the  attention  of  the 
Committee  to  the  fact  that  the  gentle¬ 
man  is  speaking  of  the  fact  that  there  is 
not  a  proper  coordination  between  the 
committee  that  raises  the  revenue  and  the 
committees  that  have  to  do  with  the  ex¬ 
penditure  of  the  money.  I  beg  my  col¬ 
leagues  to  pay  attention. 

Mr.  DISNEY.  My  other  remarks  on 
this  subject  will  be  very  brief,  because  I 
want  to  go  into  the  subject  of  mandatory 
returns  of  husband  and  wife. 

Congress  appears  to  be  the  only  place 
on  the  face  of  the  earth  where  the  spend¬ 
ing  organization  is  completely  divorced 
from  the  tax-raising  or  income-producing 
organization.  Up  to  the  time  of  the  War 
between  the  States  the  Ways  and  Means 
Committee  raised  the  money  and  spent 
the  money.  Since  that  time  we  have  had 
the  Appropriations  Committee  on  the  one 
hand  spending  the  money,  and  the  Ways 
and  Means  Committee  on  the  other  hand 
raising  the  money,  and  the  composite 
brain  of  the  Congress  has  nothing  to  do 
with  any  intelligent  coordination  between 
these  two  committees  under  the  rules  of 
the  House  and  the  rules  of  the  Senate. 
Something  ought  to  be  done  about  it. 

Mr.  MICHENER.  Mr.  Chairman,  will 
the  gentleman  yield  there? 

Mr.  DISNEY.  I  yield. 

Mr.  MICHENER.  And  under  the  rule 
by  which  this  bill  is  being  considered,  the 
House  cannot  have  a  thing  to  say  about 
it — it  is  all  left  to  this  Ways  and  Means 
Committee. 

Mr.  DISNEY.  Yes;  but  the  gentleman 
is  off  the  subject.  That  is  not  a  fair 
reference  to  my  remark.  Under  this  rule 
appropriation  cuts  would  not  be  in  order, 
as  the  gentleman  well  knows. 

Mr.  Chairman,  I  address  myself  par¬ 
ticularly  to  the  provisions  of  the  bill 
dealing  with  the  mandatory  joint  return 
by  husband  and  wife. 

Mr.  KEEFE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DISNEY.  I  yield. 

Mr.  KEEFE.  It  is  a  fact,  is  it  not,  that 
repeated  efforts  were  made  upon  the 
floor  of  this  House  time  and  time  again 
when  appropriation  measures  were  be¬ 
fore  this  House  to  reduce  appropriations 
for  nondefense  items;  and  the  major¬ 
ity  in  this  House  refused  time  and  again 
to  approve  those  proposed  cuts.  Is  not 
that  true? 

Mr.  DISNEY.  Does  the  gentleman 
mean  the  Democratic  majority?  Is  that 
what  the  gentleman  is  talking  about,  or 
the  majority  of  the  membership? 

Mr.  KEEFE.  I  assume  that  if  any  re¬ 
sponsibility  lies  any  place,  it  lies  with 
the  majority  that  is  in  control  of  this 
Congress.  Is  not  that  true? 
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Mr.  DISNEY.  That  is  the  first  sug¬ 
gestion  I  ever  heard  that  the  minority 
party  had  no  responsibility  in  the  mat¬ 
ter  of  appropriations. 

Mr.  KEEFE.  I  did  not  say  responsi¬ 
bility;  I  said  control. 

Mr.  DISNEY.  I  do  not  yield  further. 
I  remember  quite  well  when  the  distin¬ 
guished  gentleman  from  New  York  [Mr. 
Taber]  offered  an  amendment  to  cut  the 
W.  P.  A.  appropriation  to  $500,000,000. 
Seven  men  out  of  435  in  this  House  stood 
up  to  support  him  on  it.  Likewise,  many 
other  instances  we  all  know  about. 

Now,  coming  back  to  this  subject  of 
mandatory  joint  returns.  There  has 
been  such  a  welter  of  confusion  engen¬ 
dered  with  all  the  propaganda  spread 
that  I  feel  the  proposal  should  be  re¬ 
stated,  and  if  the  Members  will  listen  to 
me,  I  think  I  can  state  it  correctly.  I 
hope  the  Members  have  read  this  re¬ 
port.  It  is  enlightening,  and  it  is  spe¬ 
cifically  definite  on  this  subject.  I  think 
I  can  explain  it. 

Succinctly  the  issue  involved  is:  Shall 
5.77  percent  of  the  people  filing  tax  re¬ 
turns  be  permitted  to  file  separate  re¬ 
turns,  thereby  defeating  surtaxes,  and 
shall  the  remaining  94.23  percent  of  the 
people  filing  tax  returns  continue  to  be 
required  to  take  up  the  slack  and  pay 
the  taxes — along  with  the  other  taxpay¬ 
ers — which  the  5.77  percent  avoid?  This 
is  the  sole  issue  in  this  controversy.  The 
issue  is  the  age-old  issue  between  tax- 
paying  and  tax  avoidance,  between  those 
who  pay  their  taxes  and  those  who  legally 
avoid  a  portion  of  the  general  taxation. 
To  understand  this  problem  clearly  you 
must  know  the  facts.  In  8  States — 1  of 
them  my  own — earned  income,  such  as 
salaries  and  wages,  may  be  divided  be¬ 
tween  husband  and  wife,  and  surtax 
thereby  avoided.  In  the  remaining  40 
States  assignments  or  gifts  of  salary  or 
wages — even  by  antenuptial  agreement — 
cannot  be  legally  recognized  for  the 
avoidance  of  the  surtax  under  the  Fed¬ 
eral  statutes.  This  arises  by  reason  of 
the  community-property  laws  of  8  States; 
but  in  all  48  of  the  States  division  of 
income-producing  property,  like  land, 
stocks,  and  bonds  and  royalties,  and  so 
forth,  are  and  must  be  under  the  present 
law  accepted  by  the  Federal  Treasury, 
even  though  the  specific  purpose  of  divi¬ 
sion  of  the  property  is  for  legal  tax  avoid¬ 
ance.  To  state  it  concretely,  in  com¬ 
munity-property  States  a  single  individ¬ 
ual  with  a  $10,000  salary  would  pay  a 
tax  of  $1,166,  but  in  the  community- 
property  States  the  husband  may  divide 
this  $10,000  salary  with  his  wife,  or  the 
wife  divide  hers  with  the  husband,  and 
they  each  pay  a  tax  on  $5,000,  or  both 
pay  a  total  of  $380,  thus  avoiding  $286 
in  taxes,  while  just  across  the  State  line 
in  a  non-community-property  State  a 
husband  and  wife  similarly  situated  may 
not  divide  the  husband’s  salary  and  can¬ 
not  legally  avoid  paying  the  $1,186;  but  in 
all  States  income-producing  property 
may  be  divided  and  similar  tax  avoidance 
be  accomplished. 

The  process  of  the  division  of  property 
for  the  avoidance  of  surtaxes  is  simple. 
Husband  or  wife  gives  to  the  other  spouse 
income-producing  property,  pays  the  gift 
tax,  and  the  income  may  then  be  sepa¬ 
rately  reported  and  high  surtaxes  avoid¬ 


ed.  Since  1932  taxable  gifts  and  tax- 
free  gifts  have  amounted  to  about  $7,- 
000,000,000,  and  the  committee  feels  that 
a  great  portion  of  this  amount  involves 
family  transfers. 

Who  takes  up  the  slack?  Who  pay's 
the  bill?  Who  pays  the  taxes  thus 
avoided?  Who,  if  this  measure  fails, 
will  pay  the  $323,000,000  involved?  Who 
will  pay  the  taxes  avoided  by  the  5.77 
percent  of  the  folks  filing  tax  returns? 
Reason  becomes  arithmetic,  and  we  are 
confronted  with  the  bald  injustice  that 
the  94  percent  of  the  taxpayers  take  up 
the  slack,  they  pay  the  taxes  for  the 
tax  avoiders.  They,  and  the  folks  who 
have  hidden  taxes  upon  hidden  taxes 
heaped  upon  them,  such  folks  who  do 
not  take  advantage  of  separate  returns 
and  the  people  who  do  not  file  returns, 
the  smaller  taxpayers  who  pay  the  ex¬ 
cise  taxes,  will  pay  the  bill  for  the  5 
percent. 

Mr.  BUCK.  Will  the  gentleman  yield? 

Mr.  DISNEY.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  BUCK.  The  gentleman  is  always 
fair,  and  I  think  accurate,  when  he  is 
fully  informed  on  any  question.  He 
made  the  statement  that  in  community- 
property  States  the  husband  and  wife 
may  divide  their  income.  I  just  want  to 
correct  the  record.  I  think  that  is  what 
he  said. 

Mr.  DISNEY.  That  is  correct. 

Mr.  BUCK.  I  want  to  simply  state 
that  in  community-property  States  the 
husband  and  wife  must  divide  the  in¬ 
come.  It  is  because  of  the  fact  that 
those  who  come  from  the  common-law 
States  cannot  understand  what  the  civil 
law  provides  that  this  misunderstand¬ 
ing  has  arisen  about  community-prop¬ 
erty  income. 

Mr.  DINGELL.  Will  the  gentleman 
yield? 

Mr.  DISNEY.  I  yieid  to  the  gentle¬ 
man  from  Michigan. 

Mr.  DINGELL.  Whether  they  may  or 
must,  the  fact  is  that  they  do  in  the 
community-property  States  and  we  do 
not  in  the  common-law  States. 

Mr.  BUCK.  But  income  is  income, 
whatever  it  is;  whether  it  is  the  wife’s 
income  or  not. 

Mr.  DISNEY.  We  have  a  precedent 
for  this  proposal,  a  precedent  that  is 
based  on  our  form  of  civilization,  a  prec¬ 
edent  springing  from  another  Anglo- 
Saxon  nation,  a  nation  of  the  same  lan¬ 
guage,  like  customs,  a  democratic  nation, 
a  nation  with  laws  like  ours  in  most  re¬ 
spects.  England  has  had  this  provision 
since  1914  and  has  found  its  practical 
effect  is  to  prevent  legal  tax  avoidance 
and  to  make  for  tax  equality,  that  it 
prevents  a  small  number  of  people  from 
having  a  tax  advantage  over  the  larger 
portion. 

The  report  of  the  Royal  Commission 
appointed  to  investigate  this  subject  in 
1920  reads  in  part  as  follows: 

The  aggregation  lor  income-tax  purposes 
of  the  income  of  husband  and  wife  is  not 
dependent  upon  any  medieval  conception  of 
the  subordination  of  women,  nor  is  it  a  ques¬ 
tion  of  sex  disability,  since  either  partner 
can  claim  separate  assessment  and  separate 
collection.  The  incomes  are  aggregated  be¬ 
cause  the  law  of  taxable  capacity  is  the  su¬ 
preme  law  in  matters  of  taxation,  and  tax¬ 
able  capacity  is,  in  fact,  found  to  depend 


upon  the  amount  of  the  income  that  accrues 
to  the  married  pair,  and  not  upon  the  "way 
in  which  that  income  happens  fortuitously 
to  be  owned  by  the  members  of  the  union. 
It  is  beyond  question  that  in  the  immense 
majority  of  cases  where  the  wif_  has  separate 
means  she  contributes  to  the  common  purse, 
either  by  actual  merger  of  her  income  with 
her  husband's,  or  by  bearing  expenses  which 
in  less  fortunate  households  fall  upon  the 
husband. 

We  have  given  a  great  deal  of  time  and 
attention  to  this  subject  and  have  considered 
with  the  utmost  care  all  the  arguments  that 
have  been  put  before  us,  and  we  have  been 
forced  to  the  conclusion  that  the  grievance 
complained  of  is  more  vocal  than  real,  in 
other  words,  that  it  is  a  grievance  rather 
than  a  hardship.  We  therefore  recommend 
that  the  aggregation  of  the  incomes  of  wife 
and  husband  should  continue  to  be  the  rule. 

With  reference  to  this  twaddle  about 
loss  of  women’s  rights  and  that  this  pro¬ 
vision  will  put  a  premium  upon  divorce 
and  a  penalty  on  marriage,  that  it  would 
cut  down  the  birth  rate  and  so  forth,  the 
Royal  Commission  dignifies  that  argu¬ 
ment  by  one  sentence  as  follows: 

The  statement  is  also  made  that  the  meth¬ 
od  of  assessment  imposes  a  penalty  on  mar¬ 
riage. 

Of  course,  we  are  not  bound  by  what 
England  and  Canada  do,  but  we  should 
be  impelled  by  the  dictates  of  common 
sense,  fair  play,  and  justice  between  man 
and  man,  between  taxpayer  and  tax¬ 
payer,  rich  and  poor  alike. 

It  may  be  claimed  that  the  civil  law 
gives  certain  rights.  This  is  the  law  in 
France  and  I  think  in  Spain.  There  is 
the  civil  law. 

Mrs.  ROGERS  of  Massachusetts.  Will 
the  gentleman  yield? 

Mr.  DISNEY.  I  yield  to  the  gentle¬ 
woman  from  Massachusetts. 

Mrs.  ROGERS  of  Massachusetts.  The 
gentleman  said  it  would  place  no  penalty 
on  marriage.  It  seems  to  me  it  does. 
Why  is  it  that  you  have  not  taxed  or  pro¬ 
rated  alimony  settlements? 

Mr.  DISNEY.  Well,  that  is  a  subject 
we  are  going  to  have  up  in  the  next  tax 
bill.  It  is  a  tedious  matter. 

Mrs.  ROGERS  of  Massachusetts  The 
gentleman  has  spoken  of  the  English  law. 
It  seems  to  me  that  the  English  law  has 
always  been  unfair  to  women.  I  happen 
to  know  about  the  French  law,  and  that 
is  manifestly  unfair.  We  have  the  best 
and  the  fairest  laws  for  women.  I  may 
say  to  the  Members  here  that - 

Mr.  DISNEY.  Mr.  Chairman,  I  did  not 
yield  to  the  gentlewoman  to  make  a 
speech.  I  want  the  gentlewoman  to  ask 
me  a  question,  but  I  do  not  want  her  to 
make  a  speech  on  my  time. 

Mrs.  ROGERS  of  Massachusetts.  May 
I  ask  the  question,  then? 

Mr.  DISNEY.  Yes;  please  ask  the 
question. 

Mrs  ROGERS  of  Massachusetts.  Does 
not  the  gentleman  think  it  is  unfair  to 
take  a  step  backward  so  far  as  women 
are  concerned? 

Mr.  DISNEY.  I  am  going  to  convince 
the  gentlewoman  before  I  get  through 
that  this  is  not  a  step  backward  for 
women,  if  she  will  just  wait  a  minute. 

Mrs.  ROGERS  of  Massachusetts.  Will 
the  gentleman  answer  the  question  after 
that,  if  I  am  not  convinced? 

Mr.  DISNEY.  Yes;  indeed,  I  will. 
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Now  we  must  inquire  whether  or  not 
this  proposition  is  morally  right.  I  urge 
upon  you,  if  you  have  not  already  read 
them,  the  nine  reasons  stated  on  pages 
13  and  14  of  this  report,  where  it  is 
stated: 

It  is  the  opinion  of  your  committee  that 
division  of  income  between  husband  and 
Wife  as  a  tax-saving  device  has  no  equitable 
basis.  It  results  in  an  unequal  distribution 
of  the  tax  burden  as  between  families  simi¬ 
larly  situated.  The  joint-return  proposal 
will  overcome  the  inequities  referred  to  and 
will  result  in  a  more  equitable  distribution 
of  the  tax  burden.  It  appears  proper  to  treat 
husbands  and  wives  as  taxable  units  for  pur¬ 
poses  of  the  Federal  income  tax. 

I  recall  that  in  the  discussion  of  the 
social-security  bill,  our  distinguished  floor 
leader,  the  gentleman  from  Massachu¬ 
setts  [Mr.  McCormack],  many  times  re¬ 
ferred  to  the  family  as  a  unit.  That  is 
the  principle  upon  which  depends  the 
Social  Security  Act  under  which  we  are 
now  operating — that  the  family  is  the 
unit. 

Mr.  THOMAS  F.  FORD.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  DISNEY.  I  yield  to  the  gentleman 
from  California. 

Mr.  THOMAS  F.  FORD.  Why  do  you 
not  include  the  sons  of  the  family  where 
they  have  an  income? 

Mr.  DISNEY.  I  am  afraid  that  is  a 
catch  question. 

The  committee  further  states — 

It  prevents  the  income  tax  law  from  oper¬ 
ating  unfairly  with  respect  to  a  family  where 
all  the  income  is  received  by  one  spouse  as 
compared  with  a  family  where  the  income 
is  received  by  both. 

I  shall  cite  a  specific  illustration,  and 
if  it  does  not  convince  you,  you  must  be 
hard  to  convince. 

Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DISNEY.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  BUCK.  What  does  the  gentleman 
have  to  say  about  the  instance  I  cited 
yesterday  with  regard  to  the  two  sisters? 

Mr.  DISNEY.  I  will  come  to  it.  I  am 
ready  for  that. 

Let  me  cite  you  an  instance.  Your  at¬ 
tention  was  distracted  from  this  first 
paragraph  in  the  committee’s  nine  sug¬ 
gestions  why  this  should  be  the  law,  re¬ 
ferring  to  the  differentiation  in  the  tax 
burden  as  between  families  similarly  sit¬ 
uated. 

A  certain  gentlemen  upon  hearing  this 
proposal  said  to  me — and  this  is  directed 
to  the  special  attention  of  the  gentle¬ 
woman  from  Massachusetts  [Mrs.  Rog¬ 
ers] — “I  make  $40,000  a  year.  I  earn  it. 
my  wife  has  a  $6,000  income  from  invest¬ 
ments  which  she  inherited.  A.re  you  go¬ 
ing  to  make  me  pay  her  taxes?” 

I  said,  “The  proposal  is  not  that.  She 
pays  her  own  taxes  and  you  pay  your  own 
taxes  in  proportion  to  the  total  income. 
That  is  the  basis  upon  which  it  is  fig¬ 
ured.” 

“Won’t  my  wife  have  to  pay  more 
taxes?” 

“Yes;  some,”  I  replied  “We  are  going 
to  calculate  both  of  your  taxes  on  the 
basis  of  your  total  income  of  $46,000.” 

He  replied,  “That  is  unfair  and  un¬ 
just.” 

I  said,  “What  about  the  gentleman 
who  lives  right  down  the  street  from  you, 


in  the  next  block,  whose  wife  has  no  in¬ 
dependent  income,  but  who  himself 
earns  $46,000  a  year?  He  pays  on  a 
$46,000  base.  Does  he  not  have  to  pay 
his  taxes,  both  normal  and  surtax,  on 
the  $46,000  base,  while  you  and  your  wife, 
by  your  divided  returns,  avoid  some  sur¬ 
taxes?” 

Finally  he  said  to  me,  “I  see  the  justice 
and  the  propriety  of  this  proposal.  My 
wife’s  income  certainly  adds  to  the  fam¬ 
ily  income.  To  do  as  we  have  been  doing 
is  unfair  to  the  man  with  the  $46, COO 
income  down  the  street,  whose  wife  has 
no  independent  income.” 

Let  us  go  to  the  other  extreme.  About 
the  same  time  I  had  an  interview  with  a 
Marine  sergeant  from  Tulsa  stationed  cut 
here  at  Quantico.  He  told  me  that  out 
of  his  salary  of  $66  a  month,  $6  went  to 
the  support  of  his  widowed  family,  $25 
was  the  lowest  rent  he  could  find  for  a 
place  to  keep  his  wife  and  two  babies,  and 
the  milk  bill  for  his  little  family  amounted 
to  about  $10  a  month. 

I  asked  him  what  he  got  out  of  his 
salary,  and  he  as  pleasantly  as  the  rich 
man  after  we  concluded  the  discussion 
replied,  “Cigarette  money;  but  I  have  my 
wife  and  babies.” 

I  do  not  want  to  be  tedious,  but  I  do 
want  to  redirect  your  attention  to  these 
nine  points  raised  by  the  committee. 
Surely  you  will  not  overlook  reading 
them. 

The  second  point  is — 

it  removes  the  discrimination  under  the 
present  law  against  earned  income  in  favor 
of  investment  income. 

That  is  what  it  is,  a  discrimination 
when  in  40  States  you  cannot  divide  your 
income  with  your  wife  and  in  8  States 
you  can. 

Our  distinguished  friend  the  gentleman 
from  Ohio  [Mr.  Jenkins!  yesterday  took 
the  side  of  the  5-percent  group,  but  on 
page  6469  in  Chairman  Doughton’s  ad¬ 
dress  you  will  find  that  in  Mr.  Jenkins’ 
great  State  of  Ohio,  out  of  330,967  tax 
returns,  12,565  filed  separate  returns.  In 
other  words,  3  7  percent  in  Ohio  got  the 
tax  advantage,  the  12,000  are  enjoying 
a  special  tax  privilege  that  the  other 
folks  are  paying  for,  the  others  who  filed 
returns  and  those  who  are  paying  only 
excise  taxes.  Ninety-six  and  three-tenths 
percent  of  the  330,000  in  Ohio  had  to 
contribute  more  taxes  in  order  that  the 
12,000  might  enjoy  their  privilege  of  tax 
avoidance. 

I  wonder  now  why  our  good  friend 
from  Ohio,  and  others  similarly  situated, 
will  not  heed  the  warning  that  is  con¬ 
tained  in  these  figures  and  in  the  figures 
shown  at  page  16  of  the  report,  which 
gives  the  information  to  you  with  respect 
to  every  State  of  the  Union.  You  only 
have  to  look  at  the  table  to  find  it. 

As  another  specific  instance.  Chairman 
Dotjghton  received  a  letter  from  a  widow 
that  teems  with  the  personal  element.  I 
take  the  privilege  granted  by  him  to  read 
it.  This  ought  to  interest  you  ladies,  as 
well  as  you  men,  and  it  ought  to  interest 
everyone  who  is  interested  in  plain, 
square,  fair  justice  between  taxpayers.  I 
will  read  the  letter: 

I  am  a  widow — I  have  been  for  2  years.  The 
income  that  was  "ours”  and  returned  sepa¬ 
rately,  at  my  husband’s  death  became  “my” 
income  and  was  shot  immediately  into  the 
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higher  bracket.  This,  although  there  was  no 
longer  any  earning  capacity  in  our  family. 
Both  my  children  are  minors.  I  note  that 
probably  I  can  expect  exemption  for  only  one 
child  in  the  tax  scheme.  This,  too,  although 
there  is  not  any  longer  any  earning  capacity 
or  prospect  of  any  better  income  or  living  by 
virtue  of  the  fact  that  my  husband  is  dead. 
It  seems  to  me  that  if  a  widow  can  accept, 
without  complaint,  and  gladly  because  of 
the  necessity,  such  increase  in  her  taxes,  two 
people  spared  each  other’s  love  and  compan¬ 
ionship  can  adjust  their  living  to  the  neces¬ 
sity  of  their  country.  If  they  were  not  for¬ 
tunate  in  having  a  much  more  than  average 
living,  they  would  not  have  the  tax  to  pay. 

Mr.  GEARHART.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DISNEY.  Let  me  first  conclude 
the  reading  of  the  letter. 

As  for  those  couples  who  threaten  divorce 
if  their  incomes  are  combined  for  tax  pur¬ 
poses,  I  hope  the  Government  in  all  sincerity 
will  tell  them  to  get  their  divorces.  Neither 
their  children  nor  the  spirituality  of  their 
country  will  be  served  by  the  continued 
mating  of  two  people  held  together  by  such 
ignoble  motives.  Tire  satisfaction  will  be 
small  should  they  admit  it,  or  the  spending 
of  the  dollars  saved  to  themselves  by  failing 
their  country  in  this,  its  hour  of  need 

As  for  the  poor  man  who  dreads  his 
wife  knowing  what  his  real  income  is — 
and  there  have  been  some  instances  like 
that  suggested  to  the  committee — he 
must  be  pretty  miserable  already  and 
much  as  a  humane  Congressman  would 
like  to  keep  from  increasing  his  misery 
by  forcing  an  expose  of  his  valiant  efforts 
to  provide  for  his  family’s  future,  I 
should  think  his  plight  wculd  have  to  be 
his  sacrifice  to  his  country. 

Mr.  GEARHART.  Mr.  Chairman,  will 
the  gentleman  from  Oklahoma  yield? 

Mr.  DISNEY.  I  now  yield  to  the 
gentleman. 

Mr.  GEARHART.  I  think  we  are  lay¬ 
ing  altogether  too  much  emphasis  on 
the  distinction  which  may  exist  between 
community-property  States  and  States 
where  that  system  does  not  prevail. 

Mr.  DISNEY.  We  have  to  leave  it  in 
because  that  is  what  causes  the  trouble. 
That  is  the  reason  we  have  had  hearing 
upon  hearing  on  community-property 
laws. 

Mr.  GEARHART.  In  listening  to  the 
gentleman  I  have  gained  the  imression, 
perhaps  incorrectly,  that  the  gentleman 
assumes  that  all  of  the  income  of  each 
of  the  spouses  is  community  property 
which  may  be  divisible  for  purposes  of 
income  tax. 

Mr.  DISNEY.  That  is  the  statement 
made  by  the  gentleman’s  colleague,  the 
gentleman  from  California  [Mr.  Buck]. 

Mr.  BUCK.  I  beg  the  gentleman’s 
pardon. 

Mr.  DISNEY.  Then  I  am  in  error. 

Mr.  GEARHART.  Let  me  continue,  if 
you  please.  The  gentleman  gave  an  ex¬ 
ample  a  moment  ago  of  a  woman  who 
became  a  widow  and  her  income  went  up 
into  the  surtaxes  by  reason  of  the  prop¬ 
erty  inherited  from  her  husband.  This 
illustrates  quite  clearly  the  fallacy  which 
seems  to  control  the  thought  of  so  many 
Members  of  the  Congress.  We  have  in 
California  a  dual  system.  The  husband 
and  wife  may  each  have  separate  prop¬ 
erty  and  they  may  have  together  com¬ 
munity  property  and  when  she  inherited 
property  from  her  husband,  that  which 
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she  received  ceased  to  be  community 
property  and  became  her  separate  prop¬ 
erty  and  as  a  widow  she  would  there¬ 
after  pay  her  tax  upon  the  income  de¬ 
rived  from  that  which  she  inherited, 
like  everybody  else  in  the  United  States. 

Mr.  DISNEY.  But  it  was  a  fine  ad¬ 
vantage  when  she  had  a  husband. 

Mr.  GEARHART.  It  is  but  a  small 
advantage  at  best,  if  you  please.  This 
joint  income-tax  return  proposal  is  not 
offered  to  correct  any  disadvantages  suf¬ 
fered  by  people  who  live  in  other  than 
community  property  States.  This  change 
is  made  for  the  sole  and  only  purpose  of 
writing  another  formula  for  levying 
taxes  which  will  produce  $350,000,000. 
Because  I  think  it  is  a  decidedly  unjust,  a 
discriminatory,  a  completely  unfair 
method  of  mulcting  the  American  peo¬ 
ple  of  their  hard-earned  income  I  shall 
vote  to  eliminate  it  from  the  bill.  You 
who  favor  this  unfortunate  proposal  are 
merely  lumping  incomes  for  the  purpose 
of  forcing  those  taxpayers  up  into  the 
surtax  brackets  just  for  the  purpose  of 
compelling  married  people  to  pay  mere, 
three  and  one-half  billion  dollars  more. 
If  that  does  not  penalize  the  marriage 
relation,  what  would? 

Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DISNEY.  Just  for  a  question,  not 
for  an  observation. 

Mr.  BUCK.  But  the  gentleman  has 
used  my  name.  He  said  that  I  had  made 
a  certain  remark,  which  I  think  he  has 
misinterpreted.  Certainly  in  any  com¬ 
munity  property  State,  when  the  earn¬ 
ings  of  the  husband  and  wife  are  made 
during  coverture  they  are  community 
property  income.  If  a  husband  has 
earned  or  has  property  from  which  he  is 
receiving  income  before  marriage,  or  if 
the  wife  has,  either  way,  that  is  not  com¬ 
munity  property  income. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Oklahoma  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  10  minutes  more. 

Mr.  BUCK.  I  would  like  to  get  this 
into  the  Record. 

Mr.  DISNEY.  I  suggest  to  the  gentle¬ 
man  that  he  put  it  in  in  his  own  time. 

Mr.  BUCK.  But  I  cannot  get  any 
more  time.  I  have  already  had  30  min¬ 
utes. 

Mr.  DISNEY.  There  are  lots  of  com¬ 
munity  property  people  here  to  make 
speeches.  Why  not  get  them  to  do  it. 

Mr.  BUCK.  This  is  the  question,  Does 
the  gentleman  not  understand  that  the 
income  earned  from  property  which  the 
husband  or  wife  owned  before  marriage, 
or  that  either  of  them  received  by  gift  or 
dissent,  is  separate  income,  and  can  be 
paid  separately? 

Mr.  DISNEY.  I  do  not  think  that  is 
pertinent  here  at  all. 

Mr.  BUCK.  And  when  you  combine 
that  together,  you  are  only  making  a 
fictitious  income. 

Mr.  SUMNERS  of  Texas.  Mr.  Chair¬ 
man,  if  the  gentleman  will  permit,  will 
he  kindly  discuss  the  constitutional  ques¬ 
tion? 

Mr.  DISNEY.  I  will  if  I  can  get  the 
time.  Surely  the  gentleman  does  not 
take  the  view  that  the  Congress  cannot 
constitutionally  pass  such  an  act. 

Mr.  SUMNERS  of  Texas.  May  I  say 
to  my  friend  I  think  it  is  sufficiently  im¬ 


portant  that  the  gentleman  be  good 
enough  to  discuss  it  and  give  the  view 
of  the  committee  as  to  why  it  thinks  it 
can  levy  this  tax?  I  myself  question  it, 
but  I  do  not  want  to  make  that  observa¬ 
tion  now. 

Mr.  DISNEY,  i  have  hardly  gotten 
started.  I  presume  I  should  not  have 
yielded  ary  of  my  time. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  1C  minutes  addi¬ 
tional. 

Mr.  DISNEY.  Mr.  Chairman,  the 
suggestion  is  made  by  the  gentleman 
from  California  [Mr.  Buck]  about  two 
sisters.  Each  acquired  by  inheritance  or 
gift  from  their  father  a  certain  amount 
of  money.  One  of  them  is  married  to  a 
husband  who  is  making  a  large  income. 
The  other  is  single.  The  single  daughter 
will  be  taxed  only  upon  the  income  from 
the  $20,000  which  she  inherited,  while 
the  married  daughter  will  pay  an  income 
tax  on  the  income  from  the  $20,000  she 
received  and  also  the  earnings  of  her 
husband.  Has  not  the  married  sister  a 
greater  ability  to  pay  than  the  single 
sister?  She  not  only  has  the  income 
from  the  $20,000  but  she  also  has  that 
of  her  husband,  who  is  earning  a  sub¬ 
stantial  income.  The  taxable  capacity  of 
that  family  is  much  greater  as  compared 
with  the  taxable  capacity  of  the  single 
sister,  whose  only  income  is  from  the 
$20,000.  I  can  well  undirstand  that  the 
single  sister  would  be  willing  to  assume 
a  greater  tax  burden,  if  she  could  be 
placed  in  the  same  status  with  her  mar¬ 
ried  sister.  Furthermore,  why  should  a 
family  of  that  taxability  be  favored  over 
a  family  where  all  of  the  income  is  earned 
by  the  husband?  To  go  back  to  the 
illustration  about  the  $46,000  man,  why 
should  that  family  be  favored  in  that 
manner?  Existing  law  places  the  other 
family  in  a  much  less  favorable  status. 
Yet  each  family  has  the  same  tax-paying 
ability.  We  certainly  should  not  treat 
families  differently  because  of  the  way 
the  income  happens  to  be  happily  or 
fortuitously  obtained  by  the  members  of 
this  union. 

Mr.  Chairman,  I  have  more  material 
than  I  shall  be  able  to  use  in  the  time 
allotted  to  me.  The  gentleman  from 
Texas,  Judge  Sumners,  whose  opinion  we 
all  rely  upon  on  legal  matters,  inquires  as 
to  the  constitutionality  of  this  proposal. 

He  wants  to  know,  has  the  Federal 
Government  the  power  to  pass  this  kind 
of  a  statute? 

Do  the  State  constitutions  and  statutes 
prevent  and  make  unconstitutional  this 
proposed  exercise  of  power  by  the  Federal 
Government? 

It  has  been  pointed  out  that  the  con¬ 
stitution  of  some  of  the  community  prop¬ 
erty  States  make  provision  for  the  com¬ 
munity-property  system  and  declare  that 
that  system  is  forever  the  law  by  the  basis 
of  property  laws  regarding  husband  and 
wife  within  that  State.  It  is  urged,  fur¬ 
ther,  that  any  Federal  enactment  which 
does  not  give  proper  weight  to  the  provi¬ 
sions  of  such  State  constitutions  and 
laws  under  the  Federal  Constitution 
would  be  unconstitutional. 

Now,  have  any  of  you  recently  read  the 
sixth  article  to  the  Federal  Constitution? 
It  reads  like  this: 

This  Constitution  and  the  laws  of  the 
United  States  which  shall  be  made  in  pur- 
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suance  thereof,  and  all  treaties  made,  or 
which  shall  be  made,  under  the  authority  of 
the  United  States,  shall  be  the  supreme  law 
of  the  land;  and  the  judges  in  every  State 
shall  be  bound  thereby,  anything  in  the  Con¬ 
stitution  or  laws  of  any  State  to  the  con¬ 
trary  notwithstanding. 

An  illustration  of  the  supremacy  of  the 
Federal  Constitution  and  the  revenue 
laws  and  under  which  particularly  per¬ 
tains  in  this  regard,  as  a  parallel,  may 
be  found  in  the  Burk-Waggoner  case,  a 
Texas  case. 

Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DISNEY.  No;  I  am  not  going  to 
yield. 

Mr.  BUCK.  The  Treaty  of  Guada- 
loupe  Hidalgo  is  still  in  effect. 

Mr.  DISNEY.  If  you  think  that  treaty 
supersedes  the  Constitution  of  the  United 
States  when  Texas  and  California  came 
under  the  Constitution  of  the  United 
States  under  this  provision,  your  view  of 
the  law  is  entirely  different  from  mine. 

Now,  it  was  said  yesterday  that  to  pass 
this  upsets  all  the  law  in  the  community- 
property  States;  the  law  of  wills,  and  so 
forth.  The  gentleman  from  Washington 
[Mr.  Magnuson]  rather  amplified  on  that 
subject.  But  it  does  not  do  that.  This 
is  only  for  Federal  tax  purposes.  It  dis¬ 
rupts  no  other  rule  of  law.  For  Federal 
tax  purposes  the  Federal  law,  in  my 
judgment,  is  supreme. 

For  instance,  in  the  Hamel  case,  in¬ 
volving  the  sale  of  oil  under  royalty  con¬ 
tract,  under  the  law  of  Texas  that  was  a 
sale  of  the  oil  in  place.  The  taxpayer 
took  the  view  that  the  capital -gains  tax 
was  all  he  was  required  to  pay.  The  de¬ 
partment  took  the  view  that  this  was  in 
the  nature  of  royalty  income  and  sub¬ 
ject  to  income  tax.  The  Supreme  Court 
held  with  the  department’s  view,  to  the 
effect  that  this  was  income.  It  did  not 
have  to  set  aside  the  law  of  Texas,  hold¬ 
ing  that  this  was  a  sale  of  oil  in  place.  It 
remained  the  law  for  State  purposes,  and 
still  is  the  law;  but  for  Federal  income- 
tax  purposes  the  law  of  Texas  was  super¬ 
seded  by  the  Federal  income-tax  law. 

The  Supreme  Court  in  another  case 
made  this  discussion: 

The  power  of  Congress  so  to  tax  associations 
is  not  affected  by  the  fact  that,  under  the 
law  of  a  particular  State,  the  association  can¬ 
not  hold  title  to  property,  or  that  its  share¬ 
holders  are  individually  liable  for  the  associa¬ 
tion’s  debts,  or  that  it  is  not  recognized  as  a 
legal  entity.  Neither  the  conception  of  un¬ 
incorporated  associations  provided  under  the 
local  law,  nor  the  relation  under  the  law  of 
the  association  to  its  shareholders,  nor  their 
relation  to  each  other  and  to  outsiders,  is  of 
legal  significance  as  bearing  upon  the  power 
of  Congress  to  determine  how  and  at  what 
rate  the  income  of  the  joint  enterprise  shall 
be  taxed. 

Mr.  SUMNERS  of  Texas.  Will  the 
gentleman  incorporate  the  citation  in  his 
remarks? 

Mr.  DISNEY.  Yes.  That  is  Two  Hun¬ 
dred  and  Sixty-ninth  United  States  Re¬ 
ports,  at  page  110. 

This  decision  demonstrates  in  like 
fashion  that  community  property  laws  of 
the  various  States  cannot  in  any  fashion 
restrict  the  Congress  of  the  United  States 
from  determining  the  rate  at  which  a 
married  couple  should  be  taxed. 

The  Supreme  Court,  in  an  increasing 
variety  of  cases,  has  called  attention  to 


1941 


CONGRESSIONAL  RECORD— HOUSE 


6603 


the  fact  that  the  unity  of  family  may  be 
recognized  by  Congress  as  such  in  Federal 
revenue  acts.  The  Supreme  Court  has 
gone  further  than  is  proposed  in  this 
bill,  for  it  taxes  the  husband’s  income 
which  belonged  to  his  wife,  merely  be¬ 
cause  he  possessed  some  control  over  the 
property  from  which  that  income  was 
derived,  although  such  control  would 
not  permit  him  to  obtain  that  income. 

After  the  Robbins  case  in  California, 
holding  that  a  wife  did  not  have  a  vested 
right  in  the  community  property,  but 
only  a  mere  expectancy,  the  legislature 
passed  the  law  giving  the  spouse  a  vested 
right. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Oklahoma  has  again  ex¬ 
pired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  10  additional  min¬ 
utes. 

Mr.  GIFFORD.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DISNEY.  Yes;  I  yield. 

Mr.  GIFFORD.  Do  you  believe  in  the 
community-property  law  in  the  States? 
Do  you  believe  in  the  principle  of  it? 

Mr.  DISNEY.  Yes.  It  is  all  right  for 
the  States,  but  it  should  not  conflict  with 
the  Federal  taxing  power. 

Mr.  GIFFORD.  After  we  do  this,  they 
may  want  to  do  the  same  thing,  and  it 
would  create  a  great  deal  of  trouble,  would 
it  not? 

Mr.  DISNEY.  I  do  not  understand  the 
gentleman. 

Mr.  GIFFORD.  I  am  glad  to  know  you 
approve  of  the  community-property  law. 

Mr.  DISNEY.  It  is  all  right.  Let  the 
States  have  it. 

Mr.  GIFFORD.  But  what  about  the 
effect  of  what  we  do  upon  them? 

Mr.  DISNEY.  We  have  a  right  to  act 
upon  that  Federal  community-property 
law  for  tax  purposes. 

Mr.  GIFFORD.  But  you  are  showing 
the  viciousness  of  it. 

Mr.  DISNEY.  Let  us  go  further  on 
that  suggestion,  then.  Let  us  suppose 
that  New  York  passes  it.  Oklahoma 
passed  it  in  self-defense,  because  wealthy 
people  were  leaving  and  going  to  Texas 
to  avoid  paying  taxes.  She  passed  it  in 
self-defense,  avowedly.  It  was  so  dis¬ 
cussed  in  the  legislature.  Let  us  suppose 
that  New  York,  the  richest  State  in  the 
Union,  then  Pennsylvania,  and  on  down 
the  line,  Ohio,  Illinois — let  us  suppose 
they  passed  community-property  laws; 
then  you  would  not  be  getting  enough 
Federal  income  tax  to  run  this  Govern¬ 
ment  6  weeks. 

Mr.  GIFFORD.  That  is  done  right 
along  in  the  matter  of  intangibles,  one 
State  claims  an  advantage  over  another 
to  attract  people  to  the  State.  You  will 
not  find  any  tax  bill  that  is  not  full  of 
discrimination  of  one  sort  or  another. 

Miss  SUMNER  of  Illinois  and  Mr. 
KEEFE  rose. 

Mr.  SUMNERS  of  Texas.  Mr.  Chair¬ 
man,  will  the  gentleman  yield  for  a  sug¬ 
gestion? 

Mr.  DISNEY.  I  yield. 

Mr.  SUMNERS  of  Texas.  I  think  we 
would  all  like  to  have  in  continuity 
the  gentleman’s  discussion  of  the  con¬ 
stitutionality  of  this  legislation,  which 
he  was  engaged  in.  We  have  great  re¬ 
spect  for  his  opinion,  and  I  hope  the 


gentleman  will  state  it  without  interrup¬ 
tion. 

Mr.  DISNEY.  Apparently,  I  am  not 
able  to  proceed  that  way. 

Mr.  SUMNERS  of  Texas.  The  gen¬ 
tleman  is  just  too  polite,  that  is  all;  do 
net  yield  to  us. 

Mr.  DISNEY.  Keep  in  mind  this, 
please.  This  proposal  does  not  tax  the 
husband  on  the  wife’s  income;  it  merely 
joins  the  income  of  both  to  measure  the 
rate  of  taxation.  The  only  Supreme 
Court  case  that  bears  out  any  contention 
that  this  tax  is  unconstitutional  is  the 
so-called  Hooper  case.  Hooper  v.  The  Tax 
Coinmission  (284  U.  S.  206).  Read  the 
report,  and  you  will  find  this  case  thor¬ 
oughly  dissected.  This  case  did  not  turn 
upon  a  Federal  constitutional  question; 
it  turned  upon  the  question  of  the  con¬ 
stitutionality  of  a  statute  passed  by  a 
State  legislature  attempting  to  lay  a  tax 
upon  the  husband  for  the  wife’s  income. 
That  is  what  was  involved,  but  that  is  not 
involved  here.  The  Hooper  case  was 
squarely  upon  the  question  whether  the 
State  could  make  you  pay  your  wife’s 
taxes.  That  is  the  turning  point  in  that 
case,  and  the  report  thoroughly  discusses 
that  feature.  The  attempt  of  the  Wis¬ 
consin  law  was  to  make  the  husband  pay 
the  wife’s  taxes,  and  vice  versa.  This 
proposal  does  not  in  any  way,  shape,  or 
form  make  that  attempt.  Generically, 
the  sixteenth  amendment  puts  into  effect 
an  excise  tax.  That  is  what  the  income 
tax  is  in  substance,  an  excise  tax,  be¬ 
cause  it  is  generically  an  excise  tax  do¬ 
ing  away  with  geographical  and  propor¬ 
tionate  distributions.  When  it  becomes 
an  excise  tax,  then  becomes  involved  the 
right  o£  Congress  to  classify  taxpayers, 
and  if  it  is  done  in  a  reasonable  manner 
without  discrimination  it  does  not  vio¬ 
late  either  State  or  Federal  Constitutions, 
or  Federal  processes.  We  can  tax  law¬ 
yers  under  the  excise  process  in  one  way, 
tax  doctors  in  another  way.  We  can  tax 
one  businessman  in  one  way  and  a  differ¬ 
ent  type  of  business  in  a  wholly  different 
way  provided  as  between  the  men,  wom¬ 
en,  and  corporations  of  the  class  pro¬ 
vided  we  do  not  discriminate  between 
members  of  the  class.  That  is  the  test 
and  the  very  widest  range  is  given  to  leg¬ 
islatures  and  the  Congress  in  their  de¬ 
terminations  how  they  shall  classify  tax¬ 
payers. 

Mr.  SUMNERS  of  Texas.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  DISNEY.  I  yield. 

Mr.  SUMNERS  of  Texas.  Does  the 
gentleman  want  us  to  understand  that 
the  Congress  can  levy  a  different  income 
tax  on  doctors  from  the  tax  they  levy  on 
lawyers? 

Mr.  DISNEY.  The  illustration  maybe 
is  unfortunate,  but  the  gentleman  will 
agree  that  we  have  the  right  to  classify 
taxpayers  so  long  as  we  do  not  discrimi¬ 
nate  between  the  individuals  of  a  class. 
Is  not  this  the  general  rule,  I  ask  the 
gentleman:  That  so  long  as  the  legisla¬ 
ture,  the  council,  or  the  Congress  does 
not  discriminate  between  the  individuals 
of  a  class,  it  is  not  violative  of  the  con¬ 
stitutional  prohibition  against  discrim¬ 
ination. 

Mr.  SUMNERS  of  Texas.  The  gentle¬ 
man  is  correct. 


Mr.  DISNEY.  But  we  may  discrimi¬ 
nate  between  classes.  I  do  not  think 
any  lawyer  will  disagree  on  that  pro¬ 
posal. 

Miss  SUMNER  of  Illinois.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  DISNEY.  I  yield. 

Miss  SUMNER  of  Illinois.  It  seems 
very  obvious  to  me  that  if  this  bill 
passes,  sooner  or  later  some  spouse  iq 
going  to  come  up  in  the  Supreme  Court 
saying,  “I  had  a  very  small  income,  or  my 
husband  had  a  very  small  income,”  as 
the  case  may  be,  “yet  my  income,  small 
though  it  was,  threw  my  spouse’s  total 
into  a  higher  surtax  bracket,  so  that  my 
income  tax  was  higher  than  my  net  in¬ 
come.”  That  would  be  clearly  unconsti¬ 
tutional,  and  the  Court  would  have  to 
declare  that  the  law  was  unconstitu¬ 
tional. 

Mr.  DISNEY.  The  gentlewoman 
knows,  as  a  matter  of  fact  all  Members 
do,  that  we  may  discriminate  between 
single  people  and  married  people.  We 
are  doing  that  in  this  bill  and  have  done 
it  in  every  tax  bill  since  1913. 

Miss  SUMNERS  of  Illinois.  But  we 
may  not,  under  the  sixteenth  amend¬ 
ment,  tax  a  person  more  than  his  or  her 
income. 

Mr.  DISNEY.  We  have  not  got  to  the 
point  of  taxing  people  more  than  their 
incomes. 

Mr.  REED  of  New  York.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  DISNEY.  I  yield. 

Mr.  REED  of  New  York.  Right  in  that 
connection,  I  want  to  remind  the  gentle¬ 
man  that  we  do  that  in  the  case  of  cor¬ 
porations,  that  we  tax  them,  and  they 
have  to  pay  the  tax  even  though  they 
are  in  the  red — the  capital-stock  tax. 

Mr.  DISNEY.  There  is  no  attempt  in 
this  provision  to  interfere  with  the  prop¬ 
erty  laws  of  any  State.  This  bill  merely 
takes  the  husband  and  wife  together  as 
a  taxable  unit  for  Federal  tax  purposes. 
In  my  opinion  it  does  not  interfere  with 
the  property  rights  of  the  States  at  all. 

The  question  as  to  whether  or  not  the 
Congress  may  make  its  Federal  income- 
tax  laws  turn  upon  State  laws  is  a  ques¬ 
tion  for  the  Congress  to  decide.  In  the 
community-property  case  of  Poe  against 
Seaborn,  which  will  be  relied  upon  by 
opponents  of  this  measure,  the  Supreme 
Court  held  that  the  present  Federal 
income-tax  statute  was  not  specific 
enough  to  permit  the  taxation  of  all  the 
community  property  to  the  husband  be¬ 
cause  the  wife  had  a  vested  interest  in 
half  of  the  community  property.  The 
court  interpreted  the  present  Federal 
statute  as  taxing  income  only  to  the 
owner  thereof  and  its  ownership  was 
fixed  by  law.  In  other  words,  Justice 
Roberts  substantially  said  in  Poe  against 
Seaborn  that  Congress  had  not  gone  as 
far  as  it  could  go.  But  the  Court  has 
pointed  out  in  any  number  of  cases  that 
the  Congress  may  or  may  not  follow  the 
State  law  in  determining  whether  or  not 
a  person  is  liable  for  an  income  tax. 
In  fact,  the  Supreme  Court  in  the  Harmel 
case  cited  in  the  community-property 
case  of  Poe  against  Seaborn  is  authority 
for  the  statement  that  State  laws  may 
control  only  when  the  operation  of  the 
Federal  taxing  act  by  express  language 
or  by  necessary  implication  makes  its 


6604 


CONGRESSIONAL  RECORD— HOUSE 


August  1 


own  operation  dependent  upon  State  law. 
In  this  proposal  we  are  treating  the 
husband  and  wife  as  a  taxable  unit, 
exactly  like  the  Federal  law  treats  some 
partnerships  as  corporations  for  Federal 
tax  purposes,  although  they  are  recog¬ 
nized  only  as  partnerships  under  State 
law. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  10  additional 
minutes. 

Mr.  COOPER.  Will  the  gentleman 
yield  for  an  observation? 

Mr.  DISNEY.  I  yield  to  the  gentle¬ 
man. 

Mr.  COOPER.  This  brings  the  gentle¬ 
man  up  to  1  hour  and  even  if  further 
time  is  yielded,  it  can  only  be  on  condi¬ 
tion  that  the  Committee  as  a  whole 
agrees. 

Mr.  DISNEY.  Mr.  Chairman,  let  me 
read  this  citation  from  the  case  of  Poe 
against  Seaborn: 

The  case  requires  us  to  construe  sections 
210  (a)  and  211  (a)  of  the  Revenue  Act  of 
1926  and  apply  them,  as  construed,  to  the 
interests  of  husband  and  wife  in  community 
property  under  the  law  of  Washington. 
These  sections  lay  a  tax  upon  the  net  in¬ 
come  of  every  individual.  The  act  goes  no 
further,  and  furnishes  no  other  standard  or 
definition  of  what  constitutes  an  individual's 
income.  The  use  of  the  world  “of”  denotes 
ownership.  It  would  be  a  strained  con¬ 
struction,  which,  in  the  absence  of  further 
definition  by  Congress,  should  impute  a 
broader  significance  to  the  phrase. 

In  other  words,  in  my  judgment,  this 
paragraph  is  tantamount  to  Justice  Rob¬ 
erts  saying  that  if  the  Congress  had  gone 
further,  it  would  have  been  sustained. 

Mr.  KEEFE.  Will  the  gentleman 
yield? 

Mr.  DISNEY.  I  yield  to  the  gentleman 
from  Wisconsin. 

Mr.  KEEFE.  If  this  hill  passss  and  be¬ 
comes  law,  a  husband  enjoying  an  in¬ 
come  of  $10,000,  regardless  of  its  sources 
and  liis  wife  with  an  income  of  $5,000, 
will  be  compelled  to  file  a  joint  return? 

Mr.  DISNEY.  Yes. 

Mr.  KEEFE.  Showing  a  taxable  in¬ 
come  for  tax  computation  purposes  of 
$15,000? 

Mr.  DISNEY.  Yes. 

Mr.  KEEFE.  Now,  if  I  understand  it 
correctly,  when  the  bill  is  presented  for 
payment  of  that  tax  the  wife  under  those 
circumstances  would  be  billed  on  the 
basis  of  her  share  of  the  income,  namely, 
one-third  and  the  husband  two-thirds. 
Is  that  right? 

Mr.  DISNEY.  May  I  answer  that  in 
this  way? 

Mr.  KEEFE.  Or  is  it  going  to  be  billed 
entirely  to  the  husband? 

Mr.  DISNEY.  Oh,  no.  Read  the  bill. 

Mr.  KEEFE.  I  understand  it  will  be 
billed  to  each? 

Mr.  DISNEY.  Read  the  bill  and  the 
report  and  that  will  be  as  clear  as  day. 
It  is  billed  ratably. 

Mr.  KEEFE.  I  understand  that  ex¬ 
actly,  and  I  am  asking  the  gentleman  as 
a  matter  of  procedure — I  understand 
that  and  I  so  stated — the  wife  would  be 
billed  for  one-third  of  the  income? 

Mr.  DISNEY.  Not  one-third.  The 
calculation  is  a  little  different. 

Mr.  KEEFE.  Can  the  gentleman  ex¬ 
plain  that? 


Mr.  DISNEY.  It  is  right  in  the  report. 

Mr.  KEEFE.  I  confess  I  do  not  get 
it  as  easily  as  that  from  the  report  or 
the  bill.  I  do  not  understand  it  at  all. 
I  would  like  to  understand  it  before  I 
vote  on  this  proposition. 

Mr.  DISNEY.  If  the  gentleman  will 
read  the  report  he  will  understand  it.  It 
is  there. 

Mr.  KEEFE.  I  have  read  the  report, 
and  I  think  there  are  a  lot  of  Members 
on  this  floor  who  have  read  it  and  who 
do  not  understand  it.  I  would  like  to 
understand  it. 

Mr.  DISNEY.  Mr.  Chairman,  let  us 
take  a  look  at  the  practical  effect  of  this 
proposal.  I  wish  the  Members  would 
look  at  page  17  of  the  report.  You  will 
find  this  very  practical  thing  confront¬ 
ing  you.  We  might  not  be  compelled  to 
go  to  the  personal  income-tax  schedule 
to  take  up  the  slack  of  $323,000,000,  but 
there  is  where  we  would  most  likely  have 
to  go.  We  might  be  compelled  to  go 
there.  If  you  look  at  page  17  of  the 
report  you  will  find  that  on  this  $10,000 
income  at  $1,166,  if  we  have  to  go  over  to 
Schedule  B,  then  the  tax  on  the  $10,000 
income  would  be  $1,628. 

On  the  $2,500  income,  which  under  the 
present  tax  law  would  be  $30.50,  under 
the  new  bill  it  would  be  $71.50.  The 
$3,000  income  tax  would  jump  from  $85 
to  $151.  The  $4,000  income  jumps  up  to 
$312.  The  $5,000  income  from  $308  to 
$506.  That  is  what  confronts  you.  You 
are  not  going  to  add  additional  excise 
taxes  when  we  have  already  more  than  a 
billion.  We  have  gone  apparently  as  far 
as  we  possibly  can  on  corporate  taxes. 

The  only  place  we  can  go  is  to  addi¬ 
tional  income  taxes.  The  best  illustra¬ 
tion  I  can  cite  to  you  is  that  taxes  on 
your  own  income  will  jump  from  $1,166 
to  $1,628,  and  all  down  the  line  the  situa¬ 
tion  will  be  proportionate.  You  are  not 
going  to  do  that.  You  are  going  to  make 
the  5.77  percent  of  the  people  do  like  the 
84  percent  of  the  people,  make  them  file 
their  tax  returns  as  the  94  percent  of  the 
people  do,  and  not  give  them  the  tax  ad¬ 
vantage  over  this  vast  array,  this  vast 
army  of  taxpayers.  Justice  and  right 
demand  that  we  pass  this  provision  in 
this  language. 

Go  with  us  in  our  hunt  for  $323,000,- 
000.  Any  member  of  the  committee  will 
tell  you  that  the  consideration  invariably 
leads  to  higher  personal-income  taxes, 
with  a  proportionate  jump,  as  I  have 
suggested,  from  $1,166  on  a  $10,000  in¬ 
come  to  $1,628,  and  maybe  even  higher 
taxes  than  that,  with  a  new  tax  bill  next 
year.  You  are  not  going  to  be  able  to 
avoid  this  thing. 

Do  I  need  to  say  more  in  a  demand  for 
equality  of  taxation,  for  right  between 
taxpayer  and  taxpayer?  You  can  take 
this  list  of  States  and  see  that  the  very 
few  who  have  been  so  insistent  in  op¬ 
position  and  conjuring  up  this  propa¬ 
ganda  against  this  suggestion  are  in¬ 
evitably  those  who  are  seeking  an  ad¬ 
vantage,  who  are  legally  entitled  to  an 
advantage  under  existing  law,  and  who 
have  been  getting  an  advantage,  that  5.77 
percent  as  against  the  94  percent.  They 
have  an  advantage  not  only  over  the  94 
percent  of  those  who  make  returns,  but 
they  have  an  advantage  over  those  who 
are  paying  hidden  taxes,  that  vast  army 


of  small  excise-tax  payers,  in  addition  to 
the  94  percent  of  those  who  make  tax 
returns. 

Mr.  WOODRUFF  of  Michigan.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  DISNEY.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  WOODRUFF  of  Michigan.  Is  it 
not  true  that  every  member  of  the  com¬ 
mittee  has  been  faced  with  the  most  effi¬ 
cient,  an  almost  overwhelming,  organ¬ 
ized  propaganda  on  this  question  that 
has  ever  come  to  our  desks? 

Mr.  DISNEY.  I  have  never  seen  a 
more  unenlightened  propaganda  since  I 
have  been  here.  It  has  not  been  based 
on  the  merits  of  the  proposal. 

Mr.  WOODRUFF  of  Michigan.  I 
agree  with  the  gentleman  that  it  has 
been  unenlightened  propaganda;  never¬ 
theless  it  has  piled  our  desks  high  with 
embossed  stationery. 

Mr.  DISNEY.  It  comes  from  those 
interests,  the  5.77  percent  that  are  get¬ 
ting  a  tax  advantage  over  the  other  94 
percent  of  tax  reporters  and  the  addi¬ 
tional  army  that  are  paying  excise  taxes. 

Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  DISNEY.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  BUCK.  Does  not  the  gentleman 
realize  that  we  can  pick  up  $160,000,000 
of  taxes,  or  half  of  what  this  proposi¬ 
tion  would  bring  in,  from  a  tax  on  gaso¬ 
line,  and  that  there  are  a  good  many 
other  taxes  which  could  be  imposed? 

Mr.  DISNEY.  You  try  to  pass  a  gaso¬ 
line  tax  through  this  House  and  put  the 
burden  on  the  gasoline  users.  Is  not  that 
a  fine  argument  to  bring  before  the 
House?  Put  the  burden  on  the  people 
who  are  already  paying  gasoline  taxes 
up  as  high  as  10  cents  in  some  States. 
Splendid,  unselfish  suggestion. 

The  gentleman  is  trying  to  leave  the 
implication  that  I  am  for  this  proposi¬ 
tion  in  order  to  avoid  increased  gasoline 
taxes.  Gasoline  taxes  are  not  any  more 
important  to  me  than  to  any  other  Mem¬ 
ber  of  the  House,  although  I  am  from 
an  oil  State. 

You  go  hunting  through  the  avenues  of 
taxation  for  more  revenue  and  you  just 
wreak  more  injustice  on  the  persons  who 
have  been  paying  hidden  taxes  to  the 
amount  of  millions  of  dollars  a  year.  One 
pack  of  cigarettes  a  day  costs  the  tax¬ 
payer  $21.60  a  year  in  taxes. 

Let  us  talk  about  gasoline  taxes.  Down 
in  Tennessee  when  you  buy  10  gallons 
of  gas  you  have  to  leave  at  the  filling  sta¬ 
tion  almost  a  dollar  bill  in  addition,  for 
taxes.  You  are  not  going  to  do  any  such 
siHy  thing  as  put  an  additional  tax  on 
gasoline.  It  could  not  pass  the  House. 
You  are  going  to  have  to  go  to  personal 
income  taxes,  lowering  the  exemptions 
and  maybe  creating  additional  hardship; 
but  where  you  are  going  to  hit  hardest 
is  on  the  average,  the  middle-class  in¬ 
comes.  And  all  for  the  benefit  of  whom? 
A  small  group,  5.77  percent,  who  want 
an  advantage  over  the  84  percent  and  an 
advantage  over  those  who  do  not  file  any 
tax  returns. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  New  York  [Mr.  Reed], 
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Mr.  REED  of  New  York.  Mr.  Chair¬ 
man,  the  opponents  of  the  joint-return 
provision  claim  that  it  is  unconstitu¬ 
tional.  I  believe  that  a  careful  examina¬ 
tion  of  this  subject  will  lead  to  a  con¬ 
trary  conclusion.  Let  us  look  at  the  pro¬ 
visions  of  the  Constitution  which  might 
affect  this  proposition. 

Article  I,  section  8,  clause  1,  of  the  Con¬ 
stitution  provides  that: 

The  Congress  shall  have  power  to  lay  and 
collect  taxes,  duties,  imposts,  and  excises,  to 
pay  the  debts  and  provide  for  the  common 
defense  and  general  welfare  of  the  United 
States;  but  all  duties,  imposts,  and  excises 
shall  be  uniform  throughout  the  United 
States. 

In  commenting  upon  this  authority  of 
Congress  to  levy  taxes,  the  Supreme 
Court  said — Brushaber  v.  Union  Pac. 
R.  R.  Co.  (240  U.  S.  1) : 

That  the  authority  conferred  upon  Con¬ 
gress  by  section  8  of  article  I  of  the  Consti¬ 
tution  to  lay  and  collect  taxes,  duties,  im¬ 
posts,  and  excises  is  exhaustive  and  embraces 
every  conceivable  power  of  taxation,  has 
never  been  questioned,  or  if  it  has,  has  been 
so  often  authoritatively  declared  as  to  ren¬ 
der  it  necessary  only  to  state  the  doctrine. 

The  limitations  that  direct  taxes  must 
be  apportioned  according  to  population 
(art.  I,  sec.  9,  cl.  4)  and  that  all  duties, 
imposts,  and  excises  shall  be  uniform 
throughout  the  United  States  were  not 
so  much  a  limitation  upon  the  complete 
and  all-embracing  authority  to  tax,  but 
in  their  essence  were  simply  regulations 
concerning  the  mode  in  wdiich  the  ple¬ 
nary  power  was  to  be  exerted  ( Brushaber 
V.  Union  Pac.  R.  R.  Co.,  240  U.  S.  1). 

The  Supreme  Court  has  repeatedly 
upheld  the  power  of  Congress  to  classify 
subjects  of  taxation.  In  Flint  v.  Stone 
Tracy  Company  (220  U.  S.  1)  the  Court 
held  that — 

In  levying  excise  taxes  the  most  ample  au¬ 
thority  has  been  recognized  from  the  begin¬ 
ning  to  select  some  and  omit  other  possible 
subjects  of  taxation,  to  select  one  calling  and 
omit  another,  to  tax  one  class  of  property 
and  to  forbear  another. 

In  the  Pollock  Cases  (157  U.  S.  557) ,  the 
Supreme  Court  held  that  the  income  tax 
of  1894  was  unconstitutional  because  it 
was  not  apportioned  according  to  popu¬ 
lation.  The  Constitution  requires  that 
direct  taxes  are  subject  to  the  rule  of  ap¬ 
portionment.  But  this  decision  did  not 
hold  that  the  income  tax  was  generically 
a  direct  tax.  This  is  brought  out  by  Mr. 
Justice  White  in  Brushaber  v.  Union  Pa¬ 
cific  Railroad  Company  (240  U.  S.  1) ,  in 
which,  in  referring  to  the  Pollock  case, 
he  said: 

Moreover,  in  addition,  the  conclusion 
reached  in  the  Pollock  case  did  not  in  any 
degree  involve  holding  that  income  taxes 
generically  and  necessarily  came  within  the 
class  of  direct  taxes  on  property,  but,  on  the 
contrary,  recognized  the  fact  that  taxation 
on  income  was  in  its  nature  an  excise  en¬ 
titled  tc  be  enforced  as  such  unless  and  until 
it  was  concluded  that  to  enforce  it  would 
amount  to  accomplishing  the  result  which 
the  requirement  as  to  apportionment  of  di¬ 
rect  taxation  was  adopted  to  prevent,  in 
which  case  the  duty  would  arise  to  disregard 
form  and  consider  substance  alone,  and  hence 
subject  the  tax  to  the  regulation  as  to  appor¬ 
tionment  which  otherwise  as  an  excise  would 
not  apply  to  it.  Nothing  could  serve  to  make 
this  clearer  than  to  recall  that  in  the  Pollock 
case,  insofar  as  the  law  taxed  incomes  from 
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other  classes  of  property  than  real  estate 
and  invested  personal  property — that  is,  in¬ 
come  from  “professions,  trades,  employments, 
or  vocations”  (158  U.  S.  637),  its  validity  was 
recognized;  indeed,  it  was  expressly  declared 
that  no  dispute  was  made  upon  that  sub¬ 
ject,  and  attention  was  called  to  the  fact 
that  taxes  on  such  income  had  been  sustained 
as  excise  taxes  in  the  past  (id.,  p.  635).  The 
whole  law  was,  however,  declared  unconstitu¬ 
tional  on  the  ground  that  to  permit  it  to 
thus  operate  would  relieve  real  estate  and 
invested  personal  property  from  taxation  and 
“would  leave  the  burden  of  the  tax  to  be 
borne  by  professions,  trades,  employments, 
or  vocations;  and  in  that  way  what  was  in¬ 
tended  as  a  tax  on  capital  would  remain  in 
substance  a  tax  on  occupations  and  labor" 
(id.,  p.  637),  a  result  which,  it  was  held, 
could  not  have  been  contemplated  by  Con¬ 
gress. 

The  sixteenth  amendment  of  the  Con¬ 
stitution  provides: 

The  Congress  shall  have  power  to  lay  and 
collect  taxes  on  incomes,  from  whatever 
source  derived,  without  apportionment 
among  the  several  States,  and  without  regard 
to  any  census  or  enumeration. 

It  was  contended  in  the  Brushaber  case 
construing  the  Revenue  Act  of  1916 
that — 

As  the  amendment  authorizes  a  tax  only 
upon  incomes  “from  whatever  source  de¬ 
rived,”  the  exclusion  from  taxation  of  some 
income  of  designated  persons  and  classes  is 
not  authorized. 

The  Court,  after  quoting  the  amend¬ 
ment,  went  on  to  state: 

It  is  clear  on  the  face  of  this  text  that  it 
does  not  purport  to  confer  power  to  levy  in¬ 
come  taxes  in  a  generic  sense — an  authority 
already  possessed  and  never  questioned — or  to 
limit  and  distinguish  between  one  kind  of 
income  taxes  and  another,  but  that  the  whole 
purpose  of  the  amendment  was  to  relieve  all 
income  taxes  when  imposed  from  apportion¬ 
ment  from  a  consideration  of  the  source 
whence  the  income  was  derived.  Indeed,  in 
the  light  of  the  history  which  we  have  given 
and  of  the  decision  in  the  Pollock  case,  and 
the  ground  upon  which  the  ruling  in  that  case 
was  based,  there  is  no  escape  from  the  conclu¬ 
sion  that  the  amendme'nt  was  drawn  for  the 
purpose  of  doing  away  for  the  future  with 
the  principle  upon  which  the  Pollock  case 
was  decided:  that  is,  of  determining  whether 
a  tax  on  income  was  direct  not  by  a  consid¬ 
eration  of  the  burden  placed  on  the  taxed 
income  upon  which  it  directly  operated  but 
by  taking  into  view  the  burden  which  re¬ 
sulted  on  the  property  from  which  the  income 
was  derived,  since  in  express  terms  the 
amendment  provides  that  income  taxes,  from 
whatever  source  the  income  may  be  de¬ 
rived,  shall  not  be  subject  to  the  regulation 
of  apportionment.  Prom  this,  in  substance, 
it  indisputably  arises,  first,  that  all  the  con¬ 
tentions  which  we  have  previously  noticed 
concerning  the  assumed  limitations  to  be 
implied  from  the  language  of  the  amend¬ 
ment  as  to  the  nature  and  character  of  the 
income  taxes  which  it  authorizes  find  no 
support  in  the  text  and  are  in  irreconcilable 
conflict  with  the  very  purpose  which  the 
amendment  was  adopted  to  accomplish. 

The  Court  concluded  that  the  only 
effect  of  the  amendment  was — 
the  prevention  of  the  resort  to  the  sources 
from  which  a  taxed  income  was  derived  in 
order  to  cause  a  direct  tax  on  the  income  to 
be  a  direct  tax  on  the  source  itself  and  there¬ 
by  take  an  income  tax  out  of  the  classes  of 
excises,  duties,  and  imposts — 

and  place  it  in  the  class  of  direct  taxes. 

This  was  reaffirmed  in  the  case  of 
Stanton  v.  Baltic  Mining  Company  (240 
U.  S.  103).  The  Court  said: 
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But  aside  from  the  obvious  error  of  the 
proposition  intrinsically  considered,  it  man¬ 
ifestly  disregards  the  fact  that  by  the  pre¬ 
vious  ruling  it  was  settled  that  the  provisions 
of  the  sixteenth  amendment  conferred  no 
new  power  of  taxation  but  simply  prohibited 
the  previous  complete  and  plenary  power  of 
income  taxation  possessed  by  Congress  from 
the  beginning  from  being  taken  out  of  the 
category  of  indirect  taxation  to  which  it  in¬ 
herently  belonged  and  being  placed  in  the 
category  of  direct  taxation  subject  to  ap¬ 
portionment  by  a  consideration  of  the 
sources  from  which  the  income  was  derived; 
that  is,  by  testing  the  tax  not  by  what 
it  was — a  tax  on  income — but  by  a 
mistaken  theory  deduced  from  the  origin 
or  source  of  the  income  taxed.  Mark, 
of  course,  in  saying  this  we  are  not 
here  considering  a  tax  not  within  the 
provisions  of  the  sixteenth  amendment; 
that  is,  one  in  which  the  regulation  of  ap¬ 
portionment  or  the  rule  of  uniformity  is 
wholly  negligible  because  the  tax  is  one  en¬ 
tirely  beyond  the  scope  of  the  taxing  power 
of  Congress  and  where  consequently  no  au¬ 
thority  to  impose  a  burden  direct  or  indi¬ 
rect  exists.  In  other  words,  we  are  here 
dealing  solely  with  the  restriction  imposed 
by  the  sixteenth  amendment  on  the  right 
to  resort  to  the  source  whence  an  income  is 
derived  in  a  case  where  there  is  power  to 
tax  for  the  purpose  of  taking  the  income  tax 
out  of  the  class  of  indirect,  to  which  it  ge¬ 
nerically  belongs,  and  putting  it  in  the  class 
of  direct,  to  which  it  would  not  otherwise 
belong,  in  order  to  subject  it  to  the  regula¬ 
tion  of  apportionment. 

See  also  the  case  of  Tyee  Realty  Com¬ 
pany  v.  Anderson  (240  U.  S.  115) .  These 
cases  clearly  demonstrate  that  the  only 
effect  of  the  sixteenth  amendment  was 
to  remove  the  income  tax  on  property 
from  the  direct  class  and  put  it  in  the 
class  of  an  excise  or  indirect  tax  to  which 
it  inherently  belonged. 

Since  the  income  tax  is  an  excise  tax, 
the  Court  properly  held  it  could  be  clas¬ 
sified. 

The  Court  upheld  the  provisions  of  the 
Revenue  Act  of  1913  giving  the  Congress 
the  power  to  classify  incomes  and  pro¬ 
vide  exemptions.  In  that  first  act,  it  was 
contended  that  married  people  living  to¬ 
gether  were  discriminated  against  as 
compared  to  single  persons  and  married 
persons  not  living  together.  Under  that 
act,  single  persons  were  allowed  a  per¬ 
sonal  exemption  of  $3,000  apiece  as  well 
as  married  persons  not  living  together. 
But  married  persons  not  living  together 
were  allowed  a  personal  exemption  of 
only  $4,000  in  the  aggregate.  But  the 
Court  did  not  hesitate  to  hold  that  such 
a  classification  was  reasonable  and  with¬ 
in  the  power  of  Congress.  The  Court 
was  careful  to  point  out  that  the  due- 
process  clause  of  the  fifth  amendment, 
which  was  cited,  to  invalidate  this  classi¬ 
fication,  had  no  application.  It  stated 
that  the  fifth  amendment  is  not  a  limi¬ 
tation  upon  the  taxing  power  unless  the 
taxing  provision  is  so  palpably  arbitrary 
and  unreasonable  as  to  lead  to  the  con¬ 
clusion  that  it  is  not  an  exercise  of  taxa¬ 
tion  but  a  confiscation  of  property;  or 
what  is  equivalent  thereto,  is  so  wanting 
a  basis  for  classification  as  to  produce  a 
gross  and  patent  inequality.  ( Brushaber 
v.  Union  Pacific  Railroad  Company,  240 
U.  S.  1.) 

If  the  Congress  can  classify  income  for 
the  purpose  of  granting  relief,  it  seems 
clear  that  it  can  classify  income  for  the 
purpose  of  determining  ability  to  pay. 
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The  committee  bill  by  making  this  classi¬ 
fication  levies  the  tax  according  to  abil¬ 
ity  to  pay.  As  stated  in  the  committee 
report: 

The  taxable  capacity  is  made  to  depend 
upon  the  income  that  accrued  to  the  marital 
community  and  not  upon  the  way  that  in¬ 
come  happens  fortuitously  to  be  owned  by 
members  of  the  union.  In  the  majority  of 
cases  where  the  wife  has  separate  income, 
she  contributes  to  the  common  purse,  either 
by  actual  merger  of  her  income  with  her 
husband's  or  by  bearing  expenses  which  in 
less  fortunate  households  fall  upon  the  hus¬ 
band. 

Some  of  the  opponents  of  the  bill  have 
claimed  it  is  unconstitutional  because  of 
certain  community-property  cases  de¬ 
cided  by  the  Supreme  Court  several  years 
ago.  These  cases  are  Poe  v.  Seaborn 
(282  U.  S.  101);  Goodell  v.  Koch  (282 
U.  S.  118) ;  U.  S.  v.  Malcolm  (282  U.  S. 
792)  ;  Bender  v.  Pfaff  (282  U.  S.  127) ;  and 
Hopkins  v.  Bacon  (282  U.  S.  122) .  These 
cases  merely  held  that  under  existing 
law  Congress  did  not  intend  to  tax  the 
community  income  to  the  husband. 
They  did  not  settle  the  question  as  to  the 
power  of  Congress  to  tax  such  income 
to  the  husband.  While  the  courts  did 
hold  that  the  wife  had  a  vested  interest 
in  the  community  income  under  the 
State  law,  this  could  not  be  construed  as 
denying  the  right  of  Congress  to  classify 
husband  and  wife  as  a  taxable  unit. 

The  Government  in  these  cases  was 
attempting  to  tax  all  the  income  to  the 
husband  and  make  him  liable  for  the 
whole  tax.  This  was  also  the  situation 
in  the  Heoper  Case  (128  U.  S.  206),  de¬ 
cided  under  the  Wisconsin  law.  In  that 
case,  while  the  State  lav;  required  a  man¬ 
datory  return,  the  husband  was  made 
liable  for  the  whole  tax.  The  appellant 
made  this  clear  in  the  opening  statement 
of  his  brief  when  he  said: 

Whether  the  two  statutes  might  have  been 
construed  as  together  authorizing  only  a  col¬ 
lection  from  each  spouse  of  that  one’s  pro¬ 
portionate  share  of  the  tax  is  not  involved 
(brief  for  appellant,  p.  5) . 

Therefore  the  Court  did  not  pass 
upon  the  question  presented  by  the  pro¬ 
posed  provision.  It  treated  the  problem 
before  it  as  being  merely  that  of  taxing 
one  person  for  another’s  income  and 
although  this  approached  the  real  issues 
involved,  it  was  a  view  that  the  Court 
could  logically  take  since  the  whole  tax 
was  imposed  upon  the  husband. 

The  joint-return  provision  will  elimi¬ 
nate  one  of  the  most  prevalent  methods 
of  avoiding  progressive  income  taxes 
through  interspouse  gifts,  trusts,  and 
partnerships.  The  Supreme  Court  in 
any  number  of  cases  has  held  that  this 
could  be  done  without  violating  the  due- 
process  clause  of  the  fifth  amendment. 
In  Helvering  v.  City  Bank  Farmers’  Trust 
Co.  (291  U.  S.  336),  the  Court  said: 

Congress  may  adopt  a  measure  reasonably 
calculated  to  prevent  avoidance  of  a  tax. 
The  test  of  validity  in  respect  of  due  process 
is  whether  the  means  adopted  is  appropriate 
to  the  °nd. 

In  Lucas  against  Earl,  the  husband  at¬ 
tempted  to  divide  his  earnings  between 
his  wife  and  himself  to  avoid  income 
taxes.  The  Supreme  Court  refused  to 
recognize  this  assignment  for  Federal  in¬ 
come-tax  purposes,  even  though  it  was  a 
valid  assignment  under  State  law. 


I  find  no  justification  for  holding  the 
committee  provision  unconstitutional. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Maine  [Mr.  Fellows], 

Mr.  FELLOWS.  Mr.  Chairman,  the 
people  of  the  State  of  Maine  make  no 
complaint  against  necessary  taxes. 
They  do  deplore  and  protest  the  waste 
and  extravagance  of  this  administration. 
The  Treasury  Department  calls  for  a  tax 
bill  that  will  produce  additional  revenue 
of  three  billion  five  hundred  millions. 
The  same  Department  suggested  that  the 
Congress  could  save  from  nondefense 
expenditure  one  billion.  No  effort  has 
bas  been  made  to  curtail  nondefense  ex¬ 
penditures.  It  is  the  extravagance  of 
the  last  8  years  that  has  made  it  neces¬ 
sary  to  impose  upon  the  people  of  Amer¬ 
ica  this  neck-wrenching  tax  bill. 

There  are  those  who  say,  “Now  that 
the  ‘horse  and  buggy’  age  has  passed,  let 
us  throw  off  its  philosophy.”  The  “horse 
and  buggy”  age  invented  no  philosophy. 
There  is  a  very  much  older  principle.  It 
is  the  principle  that  raised  us  up  to  the 
“horse  and  buggy”  age — also  raised  us 
above  it — and  its  work  is  only  beginning. 
It  is  a  very  simply  principle — that  if  you 
want  food  you  must  plant  it;  if  you  want 
a  house  you  must  build  it;  if  you  want  an 
education  you  must  toil  for  it,  and  if  one 
man  can  do  this  all  men  can  do  it — that 
a  man’s  promise  is  to  be  kept  and  a  man’s 
debt  is  to  be  paid.  The  people  of  Maine 
still  recognize  the  word  “thrift”  in  their 
vocabularies. 

I  am  opposed  to  the  provision  in  this 
tax  bill  that  requires  husbands  and  wives 
to  make  a  joint  return.  The  women  of 
America  have  an  individuality — social, 
economic,  and  political.  The  women  of 
Maine  have  the  vote.  They  may  own 
property,  sell  property,  inherit  property, 
and  will  property.  They  may  sue  and  be 
sued  without  the  husband’s  joinder. 
They  serve  on  our  juries. 

We  prepare  to  defend  this  Republic, 
and  in  our  desperate  effort  to  make  up 
in  a  measure  for  the  vicious  waste  of  the 
last  8  years,  we  strike  at  its  foundations. 
This  joint  return  provision  is  unfair, 
un-American,  and  dangerous. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Iowa  [Mr.  LeCompteL 

Mr.  LeCOMPTE.  Mr.  Chairman,  the 
chief  purpose  of  this  bill  namely,  raising 
more  money  for  national  defense,  has  my 
approval  and,  general  speaking,  the  en¬ 
dorsement  of  my  party.  I  am  not  in  ac¬ 
cord  with  the  method  of  consideration — a 
closed  or  gag  rule — which  prevents  indi¬ 
vidual  Members  from  offering  amend¬ 
ments  for  the  consideration  of  the  whole 
House.  In  many  cases  the  bill  is,*at  least, 
open  to  debate. 

If  we  are  to  avoid  the  dangers  and  pit- 
falls  of  inflation  or  repudiation,  it  must 
be  manifestly  apparent  that  a  greater 
proportion  of  the  extraordinary  expenses 
of  this  emergency  be  met  by  increasing 
the  tax  income  of  the  Government.  We 
cannot  continue  to  borrow  and  borrow 
without  incurring  the  dangers  of  impair¬ 
ing  the  Federal  credit. 

For  10  solid  years  the  Federal  Budget 
has  been  out  of  balance.  We  have  been 
spending  more  than  we  have  been  taking 
in.  A  family  or  an  institution  cannot 


continue  a  policy  of  this  kind  without 
running  into  serious  difficulties  and  jeop¬ 
ardizing  its  future  and  certainly  the  Gov¬ 
ernment  cannot  escape  the  inevitable 
calamity  of  such  a  program. 

The  taxpayers  of  America  who  must 
bear  the  burden  of  this  tax  bill  have  a 
right  to  expect  that  every  nondefense  ac¬ 
tivity  of  the  Government  will  be  reduced. 
This  bill  comes  before  the  House  right  on 
the  heels  of  the  biggest  appropriation  bill 
ever  considered  in  the  history  of  the  Re¬ 
public,  I  believe.  We  are  all  for  adequate 
defense,  but  there  are  scores  of  nonde¬ 
fense  activities  of  the  Government 
wherein  economies  could  be  effected. 

When  the  World  'War  broke  out  the  na¬ 
tional  debt  of  this  country  was  so  small 
as  to  be  of  little  consequence — probably 
a  billion  and  a  half.  In  a  decade,  from 
1910  to  1920,  the  national  debt  leaped  to 
about  $27,000,000,000.  During  the  twen¬ 
ties  it  was  reduced  at  the  rate  of  about 
a  billion  a  year  to  seventeen  or  eighteen 
billion  dollars,  these  figures  being  more 
or  less  general,  of  course. 

With  the  advent  of  the  New  Deal  the 
floodgates  were  thrown  open  and  the  na¬ 
tional  debt  has  gone  to  astronomical  fig¬ 
ures.  It  now  stands  at  somewhere  near 
$50,000,000,000,  and  we  are  only  now  en¬ 
tering  the  emergency. 

Next  year  the  debt  may  reach  sixty  bil¬ 
lion,  and  it  is  easy  to  imagine  that  it  may 
reach  one  hundred  billion  before  the  pres¬ 
ent  emergency  is  circumvented  and  we 
begin  to  set  our  house  in  order  again.  We 
are  probably  paying  as  much  in  interest 
annually  as  the  national  debt  amounted 
to  in  1912. 

Manifestly  it  is  apparent  that  the  Gov¬ 
ernment  must  raise  more  money  even 
though  individually  we  may  not  be  in  ac¬ 
cord  with  all  the  provisions  of  this  bill. 

In  1939  we  adopted  legislation  that  re¬ 
quires  public  officials  to  pay  income  taxes 
on  equal  terms  with  citizens  who  derive 
their  income  from  private  sources.  I 
would  be  reluctant  to  support  this  bill 
piling  on  additional  taxes  if  public  offi¬ 
cers  were  to  escape  a  part  of  the  income 
taxes  that  are  placed  on  the  backs  of  the 
American  people. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Wisconsin  [Mr.  Thill], 

THE  1941  TAX  EILL 

Mr.  THILL.  Mr.  Chairman,  the  Ways 
and  Means  Committee  has  worked  for 
many  weeks  on  the  tax  bill  which  is  now 
presented  to  us.  The  bill  has  reached 
that  stage  where  the  committee  is  satis¬ 
fied  with  it — at  least  the  Democratic  ma¬ 
jority  of  the  committee  has  approved  the 
content  of  the  tax  bill  and  has  reported 
it  out.  There  are  many  elements  in  the 
bill  with  which  I  do  not  agree.  There  are 
many  injustices  which  the  bill  does  not 
attempt  to  correct.  There  are  many 
hardships  which  the  bill  will  impose.  Yet 
the  membership  of  the  House  is  not  given 
a  fair  opportunity  to  offer  amendments 
for  the  purpose  of  improving  H.  R.  5417. 

The  financial  condition  of  our  country 
is  grave  because  the  New  Deal  adminis¬ 
tration  for  8  long  years  has  spent  bor¬ 
rowed  money  recklessly  and  extrava¬ 
gantly.  This  Nation  would  be  on  a 
sounder  and  safer  footing  if  the  wanton 
waste  of  the  New  Dealers  could  have  been 
stopped.  Our  national-defense  effort 
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requires  billions  of  dollars,  and  these 
dollars  must  eventually  come  from  the 
taxpayers.  The  general  objective  of  the 
tax  bill  in  trying  to  bring  revenues  and 
expenditures  closer  together  certainly 
has  the  approval  of  most  of  us.  But  the 
provisions  of  the  bill  which  place  undue 
burdens,  restrictions,  and  hardship  upon 
the  American  taxpayer  cannot  be  too  se¬ 
verely  condemned. 

For  the  purpose  of  comparing  the  in¬ 
come-tax  rates  in  Great  Britain,  and  the 
income-tax  rates  imposed  by  our  Federal 
Government,  as  well  as  the  income-tax 
rate  in  my  State  of  Wisconsin,  I  asked 
the  legislative  reference  service  of  the 
Library  of  Congress  to  prepare  the  fol¬ 
lowing  material: 

British-  individual  income  taxes,  1940 


Income  tax 

1940-41 

Pro¬ 

posed, 

1941-42 

Exemptions  (normal  tax  only): 

$400 

$320 

680 

560 

200 

200 

Earned-income  credit  (normal  tax 

Percent 
>  16?$ 

25 

Percent 

2  10 

Rate  of  normal  tax: 

First  $660  . 

32J4- 

50 

42  M 

r  ate  of  surtax  (on  excess  in  each 
bracket): 

Up  to  $8,000  . . 

$8,000  to  $10,000. . 

6A 
754 
125  2 
17  A 

10 

$10,000  to  $12,000 . 

1154 

16J4 

$12,000  to  $16,000. . 

$lf\000  to  $20,000 . 

2154 

$20,000  to  $24,000 . 

21'54 

25 

25 

$24,000  to  $32'000 . 

2854 

$32,000  to  $40,000 . 

3154 

35 

$40,000  to  $60,000 . 

3754 

4154 

SGO’OOO  to  $80,000 . 

4234 

45 

45 

$80  j 000  to  $120,000 . 

4754 

Over  $120,000 . 

473-2 

4754 

1  Maximum  U000. 

■  Maximum  $600. 

Federal  individual  income  taxes,  1940 


„  _ _ _  INCOME  TAX 

Exemption 

Single  persons _  $800 

Married  persons... _ _ 2,000 

Dependents . . . . . . — .  400 

Earned-income  credit:  10  percent  of  the  earned  net 
income  but  not  in  excess  of  10  percent  of  the  net  income, 
tut  not  more  than  $1,400. 

Rate  of  normal  tax:  4  percent. 

Rate  of  surtax: 


Specific 

surtax 

Excess  up 
to — 

Rate  on 
excess 

Surtax  net  income 
of— 

$4,000_ . . . 

None 

$6,  COO 

Percent 

4 

$6,000 . 

$80 

8,000 

6 

$8,600 . 

2C0 

10,  COO 

8 

$10,000 . . 

360 

12,  COO 

10 

$12,000 . . 

560 

14,000 

12 

$14,000 . 

800 

16.000 

15 

$16,060 . 

1,100 

18,  COO 

18 

$18,000 . 

1,460 

20,000 

21 

$20,000 . - 

1,880 

22, 000 

24 

$22,000 . - 

2,  360 

20, 000 

27 

$26,000 . 

3, 440 

5,  240 

32,000 

30 

$32,000.. . 

38,000 

33 

$38,000 . 

7,  220 

44, 000 

36 

$44,000 . . 

9,380 

£0,000 

40 

$50,000 . 

11,780 

60,000 

44 

$60,000 . 

16,  ISO 

70, 000 

47 

$70,000 . 

20,880 

80,000 

50 

$80,000 . . 

25,880 

90, 000 

53 

$90  000. . . 

31, 180 

100,  000 

56 

$100,000 . 

36,  780 

150,  COO 

58 

$150,000 . . 

65,  780 

200,000 

60 

$200,000. . 

95,  780 

250, 000 

62 

$250,600.  __ . 

126,780 

300,  COO 

64 

$300,000 . 

158, 780 

400, 000 

66 

$400,060 . 

224, 780 

£00,  COO 

68 

$500,000 . 

292,  780 

750, 000 

70 

$750,000... . 

467,  780 

1,000,000 

72 

$1,000,600 . 

647, 780 

2,  CC0,  CC0 

73 

$2,000,000 . 

1,377,  780 

5, 000,  COO 

74 

$5,000,000. . 

3,  597,  780 

0) 

75 

1  Any  amount. 

Defense  tax:  10  percent  of  the  tax  as  computed  (but  in 
such  10  percent  of  the  tax  exceeds  10  percent  of  net 
income  in  excess  of  tax,  then  defense  tax  is  10  percent  of 
net  income  in  excess  of  the  tax ) . 


Wisconsin  individual  income  taxes,  1940 

INCOME  TAX 


according  to  the  information  I  have  re¬ 
ceived,  allows  no  similar  deductions. 


Exemptions  (deduction  from  tax): 


Single  persons . . $8. 00 

Married  persons . . . 17.  50 

Dependents _  4. 00 

Rate  of  normal  tax :  Percent 

First  $1,000.. .  1 

$1,000  to  $2.000 .  l]4 

$2,000  to  $3,000 .  \Vi 

$3,000  to  $4, 000 .  2 

$4,000  to  $5 ,000 .  2 'A 

$5,000  to  $6,000 _  3 

$0,000  to  $7,000  .  3'A 

$7,000  to  $8 ,000 .  4 

$8,000  to  $9 ,000. .  4  'A 

$9,000  to  $10,000. .  5 

$10,000  to  $11, 000 . . .  5 'A 

$11,000  to  $12, 000 . . .  6 

Over  $12, 000.. . . .  7 


Rate  of  surtax  for  teachers’  retirement:  From  the 
normal  tax  as  computed,  deduct  $37.50,  and  divide 
remainder  by  6. 

Rate  of  surtax  for  old-age  assistance'  60  percent  of  the 
normal  tax. 

Total  tax  payable  in  Great  Britain,  United 
States,  and  Wisconsin — Married  persons 
with  no  dependents,  all  income  earned 


Taxable 
income  1 

Great  Britain 

United  States  ! 

1S40-41 

Proposed 

1941-42 

Federal  ! 

W  iseon- 
sin  a 

$1,000 

$38.33 
303.  83 
1,366.  33 
3, 620.  50 
76,  445.  50 
346,  445.  50 
882,  995.  50 
4,482,995.50 

$110.  50 
504.50 
1,  854.  50 
4,  504.  50 
84, 079.  50 
376,  579.  50 
961,  579.  50 
4,861,579.50 

$2;ooo . 

$5,000 . 

$10,000 _ 

.$100,600... 
$400, 000... 
$1,000,000. 
$5,000,000. 

$110.00 
528.  00 
43,  476.  40 
255,391.60 
717,  583.  60 
3,916,547.60 

$8.00 
108.  58 
461.  92 
11,547.  75 
48,  647.  75 
122,  847.  75 
017,  514.  42 

i  After  all  deductions,  except  personal. 

!  It  should  be  noted  that  the  Federal  and  Wisconsin 
taxes  payable  on  any  given  amount  cannot  be  added 
together  and  the  result  said  to  be  the  burden  for  that 
particular  income,  since  taxes  paid  to  the  one  jurisdiction 
in  1940  were  deductible  in  computing  the  1940  taxable 
income  of  the  other. 

Collections  from  British  taxes  based  on 
income 


Year  ending 
Mar.  31, 1940 

Year  ending 
Mar.  31, 1941 

Income  tax _ 

£390, 083,  COO 

£523,  949, 000 

Surtax. . 

£69,  780, 0C0 

£76, 107, 000 

Total.. .  .  _ 

£159, 863, 000 

£600, 056, 000 

Conversion  (£=$4)_.__ 

$1, 839,  452,  COO 

$2,  400,  224, 000 

Per  capita _ 

$38.  73 

$50.  54 

Per  capita  national  in- 

$445.  00 

come  ( 1940) . . 

$445. 00 

Percentage  income 
taxes  is  to  national 

income-. . 

8.7 

11.3 

Sources:  Economist,  Apr.  5,  1941,  p.  468;  Conference 
Board  Economic  Record,  May  24,  1941,  p.  215. 


Net  income-tax  collections  in  Wisconsin,  1940 


On  individ¬ 
uals 

On  Corpora¬ 
tions 

Total 

Federal  income 
tax  _ 

$11,823,984.05 

$17,694,445. 95 

$29,518,430 

W  isconsin  income 
tax.. . 

8,532,000.00 

9, 148,000.00 

17,680,000 

Total. . 

20,  355, 984. 05 

26,  842,  445.  95 

47, 198, 430 

Per  capita  income 
tax . . 

$6.  49 

$8.55 

$15. 04 

Per  capita  nati¬ 
onal  income  in 

Wisconsin - 

Percentage  that 
income  taxes  is 
to  national  in¬ 
come  in  W  is¬ 
consin- . 

$561. 26 

1.16 

$561.  26 

1.52 

$561. 26 

2.68 

Sources:  Annual  Report  of  the  Commissioner  of  Inter¬ 
nal  Revenue,  1940,  p.  53;  Bureau  of  the  Census,  State 
Tax  Collections:  1940,  p.  12;  Conference  Board  Economic 
Record,  March  24, 1841 ,  p.  121. 

The  United  States  laws  permit  certain 
deductions  against  income  before  the  tax 
is  computed.  The  law  in  Great  Britain, 


Principal  deductions  allowed  indimduals  un¬ 
der  the  income-tax  laws  of  the  United 
States  and  Wisconsin 

11840  incomes] 


Item 


United  States 
law 


Wisconsin  law 


Interest.... 


Allowed. 


Taxes. 


Allowed,  except 
Federal  income, 
Federal  war- 
profits,  and 
Federal  excess 
profits  taxes, 
and  all  estate, 
inheri  tanc-e, 
legacy,  succes¬ 
sion,  or  gift 
taxes,  or  special 
assessments. 


Charitable 

contribu¬ 

tions. 


Allowed  up  to  15 
percent  of  net 
income. 


Allowed,  except  that 
paid  on  indebtedness 
created  to  conduct 
business  outside  Wis¬ 
consin,  or  to  acquire 
or  maintain  property 
outside  'Wisconsin. 

Allowed  for  Federal 
taxes  on  income  tax¬ 
able  under  Wiscon¬ 
sin  income-tax  law, 
all  taxes  on  rented 
property  and  prop¬ 
erty  used  in  business 
or  profession.  No. 
deduction  is  allowed 
for  inheritance  taxes 
or  special  assessments 
or  taxes  on  resi¬ 
dences  occupied  by 
the  owner,  or  on 
vacant  lots  or  prop¬ 
erty  not  yielding 
taxable  income. 

Allowed  (if  for  use 
within  the  State) 
up  to  10  percent  of 
net  income. 


DEDUCTION  FOR  PREMIUMS  PAID  ON  LIFE-INSUR¬ 
ANCE  POLICIES  UNDER  BRITISH  INCOME  TAX 

Life-insurance  premiums  are  not  deducted 
for  calculating  the  taxable  income,  but  tax 
on  them  is  allowed  as  a  deduction  from  the 
tax  payable. 

The  deduction  allowed  is  as  follows: 

(1)  On  premiums  paid  during  the  tax 
year,  but  not  to  exceed  tax  on — 

(a)  One-sixth  of  total  income.  Nor  on — 

(b)  Seven  percent  of  capital  sum  insured 
at  death  (exclusive  of  bonus  additions)  and 
£100  in  all  in  respect  of  payments  for  other 
benefits. 

(2)  ‘‘As  regards  insurances  or  contracts  for 
deferred  annuities  made  after  June  22, 
1916”— 

(a)  Only  given  on  policies  insuring  cap¬ 
ital  sum  at  death. 

(b)  No  deduction  during  period  of  defer¬ 
ment  on  deferred  policies. 

(3)  Where  contract  made  on  or  after  June 
22,  1916,  and  total  income  1 — 

Rate  in  £  on 
premium  paid 

Does  not  exceed  £1,000__  3s.  9d.  (y2  rate) 

Is  between  £1,000  and 

£2,000 _ 5s.  714d.  (%  rate) 

Exceeds  £2,000 _  7s.  6d.  (full  rate) 

For  1940-41  the  minimum  rate  of  relief  is 
3s.  9d. 

The  allowance  includes  all  premiums 
whether  annual  or  not  (or  paid  by  a  wife, 
on  her  husband’s  life,  out  of  her  separate 
income),  also  compulsory  deductions  from 
salary  for  deferred  annuity  to  widows  or 
provisions  for  orphans. 

Premiums  are  allowed  only  so  far  as  paid 
in  cash. 

Sources:  Income  Tax  Act,  1918,  section 
32  (3),  as  amended,  and  Finance  (No.  2)  Act, 
1939,  section  9  (1);  Taxation,  Key  to  Income 
Tax  and  Surtax,  Budget  edition,  1940-41; 
Tolley’s  Complete  Income  Tax,  Surtax,  etc., 
Chart-Manual  (24th  ed.,  1939-40);  Sharles, 
F.  F.  (and  others).  Income  Tax  Law  Prac¬ 
tice  and  Administration,  Service  Supplement 
No.  14  (issued  July  1940). 


1 ‘Total  income”  is  the  statutory  income 
from  all  sources,  earned  and  unearned,  less 
allowable  charges  on  income  (ground  rent, 
mortgage  interest,  etc.) ,  and  amounts  on 
which  tax  has  been  successfully  reclaimed 
(bank  interest,  farm  and  business  losses,  re¬ 
pairs  to  property,  etc.). 
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The  picture  of  increased  taxes  is  a  sad 
picture  which  Americans  must  face. 
But  we  would  gladly  pay  all  taxes  neces¬ 
sary  to  provide  for  adequate  national 
defense  if  we  could  be  sure  that  waste 
and  corruption  would  be  held  to  a  min¬ 
imum.  There  should  be  a  drastic  re¬ 
duction  in  unnecessary  civil  outlays  and 
economy  should  be  practiced  wherever 
possible.  Nondefense  spending  should 
be  curtailed  and  every  dollar  should  be 
spent  in  such  a  way  that  we  get  full 
value  for  what  we  buy.  Economy  and 
thrift  should  be  our  watchwords. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Wisconsin  [Mr.  Saut- 

HOFF ]  . 

Mr.  SAUTHOFF.  Mr.  Chairman,  I 
have  no  enthusiasm  over  the  present  tax 
measure,  but  shall  vote  for  it  for  two 
reasons.  One  is  that  the  country  needs 
the  revenue  and  needs  it  now,  and  the 
other  is  that  I  know,  from  past  ex¬ 
perience,  that  the  Finance  Committee  of 
the  Senate  will  make  many  changes  in 
this  bill.  If  we  vote  down  the  revenue 
bill  for  1941,  and  the  Ways  and  Means 
Committee  must  again  go  into  session  to 
produce  a  new  measure,  it  will  be  some 
time  in  September  or  October  before  the 
new  measure  will  be  produced.  Then,  if 
the  Senate  takes  several  months  for  the 
consideration  of  the  bill,  it  will  not  pass 
until  the  end  of  the  year,  and  while  its 
provisions  will  go  back  to  January  1,  1941, 
as  regards  other  taxes  in  the  bill,  never¬ 
theless  excise  taxes  will  be  lost,  and  our 
need  for  them  is  very  great. 

I  cannot  condemn  too  strongly  the 
rule  under  which  this  bill  is  brought  be¬ 
fore  us.  This  rule  precludes  every  Mem¬ 
ber  of  the  House  from  offering  any 
amendment.  Only  one  amendment  is 
permitted  to  the  bill,  and  it  is  no  compli¬ 
ment  to  the  Rules  Committee  or  to  the 
Ways  and  Means  Committee  that  that 
particular  section  relates  to  only  about 
5  percent  of  the  people,  and  that  5  per¬ 
cent  belonging  to  the  wealthy  classes. 
Why  so  much  agitation  and  concern  over 
a  group  that  is  always  well  able  to  take 
care  of  itself?  I  am  referring  to  the 
joint  tax  returns  of  husband  and  wife. 
Personally  I  do  not  find  in  the  arguments 
that  have  been  made  to  date  any  reason 
for  not  having  such  a  provision  in  the 
bill. 

May  I  point  out  to  you  that  the  farmers 
of  this  country  are  ably  assisted  by  their 
wives  in  the  management  and  conduct 
of  their  farms;  that  women  on  the  farms 
do  a  great  share  of  the  work,  and  in  many 
instances  the  women  make  the  butter 
and  sell  it  and  retain  the  butter  money. 
Likewise,  they  look  after  the  chickens 
and  have  the  income  from  the  eggs  and 
such  chickens  as  they  may  sell  on  the 
market  from  time  to  time.  I  have  known 
instances  where  farmers’  wives  have  bred 
canaries,  made  hooked  rugs,  and  have 
assisted  in  the  family  income  in  various 
other  ways.  No  one  has  ever  brought  out 
a  special  rule  to  have  the  income  of  the 
farmer’s  wife  filed  under  a  separate  re¬ 
turn.  It  has  always  been  included  in  the 
income  of  the  farmer. 

Now,  let  me  point  out  another  instance. 
In  many  cases  in  the  cities  where  a  man 
has  a  white-collar  job  that  does  not  pay 
a  salary  large  enough  so  that  he  may 


educate  his  children  as  he  would  like  to 
do  the  wife  helps  out  with  the  family 
income  by  taking  in  a  couple  of  roomers. 
She  does  the  work  in  the  care  of  those 
rooms,  and  yet  when  the  tax  return  is 
filed  by  the  father  of  that  family  there  is 
a  provision  in  it  for  the  added  income 
from  rent  from  rooms. 

If  the  principle  is  correct  in  respect 
to  the  farmer  and  the  worker  of  low  in¬ 
come  in  the  city  and  their  wives,  why 
is  not  it  applicable  with  equal  force  to  a 
wife  who  may  have  inherited  a  million 
dollars  and  never  turned  a  hand  to  pro¬ 
duce  any  of  the  income,  but  received  it 
as  her  right  as  the  result  of  inheritance? 
The  same  applies  to  stocks  and  bonds. 
I  think  if  anyone  would  be  entitled  to 
the  filing  of  a  separate  return,  it  would  be 
those  women  who,  through  their  own 
initiative  and  energies,  built  up  a  busi¬ 
ness  and  had  a  substantial  income  from 
their  efforts.  Such  an  argument  might 
apply  with  some  force  to  the  farmer’s 
wife,  to  the  city  man’s  wife,  and  to  all 
women  who  might  have  a  separate  busi¬ 
ness  or  a  separate  profession,  but  I  can¬ 
not  see  either  a  moral  or  a  legal  argu¬ 
ment  that  because  the  joint  income 
would  be  in  a  larger  bracket,  therefore 
it  should  be  exempt  from  a  joint  return 
and  each  should  be  permitted  to  file  a 
separate  return. 

There  are  inequalities  in  this  bill  that 
I  do  not  like.  Some  of  them  I  suggested 
to  the  Ways  and  Means  Committee  at 
the  time  of  the  hearings  on  this  bill.  I 
can  see  no  justification,  for  instance,  in 
taxing  billboards,  which  is  one  type  of 
publicity  agency,  and  at  the  same  time 
granting  a  subsidy  to  newspapers,  which 
is  another  type  of  publicity  agency. 
Furthermore,  I  agree  with  the  editorial 
in  Labor  of  the  issue  of  Tuesday,  August 
5,  in  which  it  says: 

While  the  taxes  of  corporations  are  in¬ 
creased  about  35  percent,  the  taxes  of  indi¬ 
viduals  are  hiked  an  average  of  75  percent. 
Tire  largest  percentage  increases  are  in  small 
incomes,  running  up  to  250  percent. 

And  it  adds: 

Before  it  begins  paying  surtaxes,  a  corpo¬ 
ration  must  have  profits  in  excess  of  its  aver¬ 
age  profits  during  the  best  2  years  between 
1936  and  1939.  If  it  is  more  advantageous 
to  the  corporation,  it  may  forget  about  “aver¬ 
age  profits”  and  claim  an  exemption  of  9 
percent  on  its  capitalization,  including  stocks, 
bonds,  debts,  “water,”  and  what  h-ve  you. 
Under  this  provision,  Treasury  officials  con¬ 
tend,  scores  of  corporations  making  “fan¬ 
tastic  profits”  on  defense  contracts  will  en¬ 
tirely  escape  payment  of  surtaxes.  The  indi¬ 
vidual  taxpayer,  however,  is  required  to  pay 
surtaxes  on  every  dollar  of  his  income, 
whether  it  is  the  same  or  smaller  thar  last 
year. 

The  American  Federationist,  which  is 
the  official  magazine  of  the  American 
Federation  of  Labor  and  is  edited  by 
William  Green,  its  president,  in  its  July 
issue  of  1941  on  page  18  has  a  well  writ¬ 
ten  article  entitled  “Defense  Profits  Are 
Enormous.”  I  am  taking  the  liberty  of 
quoting  a  few  excerpts  from  this  splen¬ 
did  article.  These  excerpts  I  think  need 
no  explanation: 

In  the  first  quarter  of  1941  (latest  figures) 
we  find  that  295  leading  manufacturing  cor¬ 
porations  earned  an  average  of  12  y2  percent 
on  invested  capital  (annual  rate),  even  after 
laying  aside  tremendous  reserves  for  taxes. 


Clearly,  business  as  a  whole  is  not  doing 
badly. 

Profits  in  1940  averaged  32  percent  on 
capital  for  the  10  leading  (airplane)  com¬ 
panies,  and  the  1941  outlook  is  for  still  high¬ 
er  profits,  even  after  a  liberal  allowance  for 
increased  taxes. 

These  10  companies  manufacture  more 
than  nine-tenths  of  the  country’s  airplane 
output;  their  combined  income,  after  taxes 
in  1940,  was  $65,000,000  on  a  combined  capi¬ 
tal  of  $204,380,000. 

Applying  our  yardstick  for  excess  profits  to 
each  company  separately,  we  find  that  the 
industry  in  1940  earned  $49,000,000  in  excess 
profits,  or  $544  per  worker. 

In'  1940  Alcoa’s  (aluminum)  net  income 
was  $44,146,000  on  a  net  worth  of  $206,176,000, 
or  a  profit  of  21  percent.  And  its  1941 
profits,  even  with  higher  taxes  and  a  slight 
boost  in  wages,  will  probably  equal  1940’s. 
The  company’s  excess  profits  (over  8  percent) 
last  year  were  nearly  $28,000,000. 

I  should  also  like  to  point  out  that  in 
the  President’s  message  of  July  30  he 
refers  to  the  fact  that  the  cost  of  living 
is  constantly  increasing.  The  Bureau  of 
Labor  Statistics  on  28  basic  commodities 
stated  that  by  the  end  of  June  this  index 
had  advanced  50  percent  beyond  its 
August  1939  level  and  furthermore  that 
it  has  increased  24  percent  since  Janu¬ 
ary  of  this  year. 

In  the  past  60  days  wholesale  prices  have 
risen  more  than  five  times  as  fast  as  during 
the  preceding  period  since  the  outbreak  of 
the  war  abroad.  In  a  single  month  from 
the  middle  of  May  to  the  middle  of  June  the 
cost  of  living  jumped  2  percent. 

In  the  light  of  these  facts  the  250  per¬ 
cent  increase  on  individual  incomes  must 
have  added  to  it  the  increased  cost  of 
living  on  these  wage  earners  which  is  a 
substantial  tax  on  everyone’s  income.  To 
the  person  of  fixed  salary,  especially  a 
man  with  several  children,  who  is  mak¬ 
ing  monthly  payments  on  a  home,  who 
is  trying  to  keep  up  his  insurance,  who  is 
endeavoring  to  give  his  children  an  edu¬ 
cation,  the  increased  cost  of  living  makes 
a  marked  inroad  on  his  income  which, 
added  to  his  increased  tax  burden,  will 
make  it  very  difficult  for  him  to  keep  up 
his  obligations  and  at  the  same  time  try 
to  do  something  for  his  family. 

I  might  also  add  that  I  do  not  agree 
with  the  taxes  relating  to  radio  broad¬ 
casting  stations.  I  think  it  would  be 
better  to  start  the  taxes  on  gross  con¬ 
tracts  at  $50,000  and  from  then  on  have 
a  graduated  increase.  This  would  be 
more  equitable  when  compared  with  the 
increase  of  250  percent  on  the  individ¬ 
ual  taxpayer  who  also  has  to  meet  the 
increased  cost  of  living. 

I  trust  that  the  Senate  Finance  Com¬ 
mittee  will  iron  out  some  of  these  in¬ 
equalities  when  it  is  considering  this  bill 
and  that  next  year  when  the  new  tax 
bill  comes  in  and  a  much  clearer  picture 
will  be  had  of  the  situation  than  we 
have  now,  inequalities  will  be  hard  to 
find. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Nebraska  [Mr.  Curtis!. 

Mr.  CURTIS.  Mr.  Chairman,  I  think 
that  it  is  appropriate  while  we  are  con¬ 
sidering  this  1941  Revenue  Act  that  we 
turn  our  attention  to  the  more  abundant 
life.  I  have  chosen  to  speak  on  that 
subject. 

I  think  that  it  is  apropos  that  we  keep 
in  mind  that  the  New  Deal  came  into 
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power  in  1932  in  the  interests  of  the 
“forgotten  man”  and  to  bring  about  a 
new  social  order,  a  new  day — a  new  day 
where  the  Federal  Government  would  re¬ 
move  all  of  the  harshness  and  cruelty 
from  life  and  provide  the  more  abundant 
life. 

It  is  the  duty  of  this  Congress  to  let 
the  people  of  the  United  States  know  why 
this  tax  bill  is  necessary.  Some  will  say 
that  it  is  necessary  in  order  that  we  may 
prepare  to  defend  ourselves.  It  is  true 
that  national  defense  costs  a  lot  of  money. 
But  this  tax  bill  here  before  us  today  is 
here  not  because  of  our  present  defense 
program  but  because  of  the  efforts  of  our 
Federal  Government  to  spend  this  coun¬ 
try  into  prosperity.  It  is  part  of  the 
price  that  we  are  paying  for  the  experi¬ 
menters  that  attempt  to  legislate  a 
Utopia. 

In  1933  the  public  debt  was  $22,538,672. 
The  total  public  debt  today  is  estimated 
at  various  amounts.  I  charge  that  it 
amounts  to  $60,931,479,589. 

Here  is  my  tabulation  of  that  figure: 
Stated  debt  of  July  25,  1941.  $49,  378,  345,  589 
Estimated  deficit  for  current 

year _  10,  900,  000,  000 

Treasury  currency  obliga¬ 
tion _  3,  134,  000 

United  States  Housing,  di¬ 
rect  obligations _  650,  000,  000 


Total .  60,931,479,589 

Some  accountants  include  in  addition 
to  the  above  $20,664,000,000  for  our  gold 
deposits,  for  which  they  contend  that  the 
United  States  has  never  made  a  lawful 
payment.  If  this  is  included,  it  is  $81,- 
595,479,589. 

Today,  in  the  enactment  of  this  tax 
measure,  we  are  commencing  to  pay  the 
piper.  Today  America  faces  the  task  of 
an  extensive  rearmament  program  with 
an  empty  till.  The  New  Deal  Party  has 
increased  our  national  debt  to  such  a 
point  that  we  cannot  go  on  at  the  present 
rate.  They  have  robbed  every  till  and  all 
funds  that  they  could  get  their  hands  on. 
The  result  is  that  this  tax  bill  is  neces¬ 
sary.  But  its  pressing  necessity  lies  in 
the  past  conduct  of  the  Federal  Govern¬ 
ment  and  not  because  of  the  defense  pro¬ 
gram. 

Now,  I  am  not  one  of  those  people  who 
contend  that  all  of  the  spending  by  the 
New  Deal  Party  has  been  for  naught. 
They  have  had  sound  businessmen  and 
honest  people  in  charge  of  some  things. 
They  have  built  some  good  projects,  and 
I  am  especially  in  favor  of  those  projects 
that  conserve  and  help  to  develop  the 
natural  resources  of  our  country. 

But  the  fact  that  some  good  has  been 
done  is  no  justification  for  waste,  ex¬ 
travagance,  and  corruption. 

I  would  like  to  see  an  inventory  of  the 
earnings  of  the  Democratic  national  com¬ 
mitteemen  of  the  48  States  during  the 
lifetime  of  the  New  Deal.  Oh,  yes;  when 
the  people  commence  to  pay  the  taxes 
under  this  bill  they  should  do  so  with 
the  knowledge  that  some  of  that  money 
is  needed  to  pay  for  the  huge  cut  to  the 
national  committeemen  and  other  New 
Deal  bosses  for  boondoggling  and  other 
of  their  favorite  indoor  sports. 

It  is  not  America’s  Army  that  receive 
their  $21  a  month  that  makes  this  tax 
bill  necessary.  Since  1933  there  have 


been  more  regulators,  inspectors,  and  su¬ 
pervisors  going  up  and  down  the  country 
regulating  the  private  lives  of  individuals 
than  at  any  time  in  the  history  of  our 
country.  They  have  driven  big  cars; 
they  have  stayed  at  the  best  hotels;  and 
they  have  had  a  retinue  of  stenographers 
and  clerks.  All  of  these  things  cost 
money.  That  is  one  of  the  reasons  why 
this  tax  bill  is  here  today. 

Oh,  yes;  the  New  Deal  has  provided  the 
more  abundant  life,  not  for  the  forgotten 
man  but  for  the  New  Dealers  themselves. 
America  may  not  have  been  ruled  so  well 
during  these  last  few  years,  but  they  have 
had  plenty  of  rulers.  There  is  one  thing 
about  this  more  abundant  life  for  new 
dealers;  it  takes  in  the  whole  family. 
Wherever  you  find  a  prominent  New 
Deal  politician  on  the  Government  pay 
roll,  the  chances  are  that  you  will  find 
that  all  of  his  relatives,  his  children,  his 
nephews  and  nieces,  his  mother-in-law, 
his  cousins  to  the  “nth”  degree,  and  all 
of  the  rest  of  them,  have  Government 
jobs,  too.  All  of  this  costs  money,  and 
that  is  another  reason  for  this  tax  bill. 
This  is  a  tax  bill  to  provide  the  more 
abundant  life  for  those  who  can  get  it. 

Under  the  New  Deal  they  have  spent 
$530,784  for  the  Treasury  relief  art  proj¬ 
ect.  We  have  hired  328  artists.  With 
this  same  expenditure,  we  could  have 
built  12  pursuit  planes  or  50  heavy  Army 
trucks  to  rush  up  troops  against  a  pos¬ 
sible  invader.  The  P.  W.  A.  alone  have 
spent  approximately  a  million  dollars  for 
window  shades  and  related  fixtures. 
This  money  could  have  provided  us  with 
10  attack  bombing  planes. 

However,  the  more  abundant  life  has 
been  supplied  in  certain  instances.  The 
good  people  of  Somerville,  Mass.,  when 
they  go  to  the  post  office  to  get  a  notice 
that  they  must  pay  their  Federal  taxes, 
will  have  an  opportunity  to  look  upon  a 
$2,000  mural  in  the  lobby  of  that  post 
office.  They  can  take  another  look  when 
they  mail  their  checks.  It  may  be  a  fine 
picture,  but  the  Army  could  have  bought 
20  new  semiautomatic  rifles  with  that 
$2,000.  If  it  is  the  function  of  the  Fed¬ 
eral  Government  to  place  a  $2,000  paint¬ 
ing  in  the  post  office  at  Somerville,  Mass., 
then  is  it  the  function  of  the  Federal 
Government  to  spend  a  like  amount  for 
a  painting  in  every  post  office  in  the 
United  States?  Should  they  all  be  treat¬ 
ed  alike?  Or  if  it  is  argued  that  this 
was  done  because  some  artists  were  out 
of  employment,  then  perhaps  a  gym¬ 
nasium  should  be  added  to  the  post  office 
in  my  home  town,  because  there  are  some 
carpenters  there  who  are  out  of  employ¬ 
ment.  Surely  we  have  gone  far  afield 
from  the  authority  granted  in  the  Con¬ 
stitution  for  the  Congress  “to  establish 
post  offices  and  post  roads.” 

From  July  1933  to  March  1939  the 
P.  W.  A.  spent  $715,072  for  theatrical 
scenery  and  stage  equipment.  This 
amount  of  money  would  have  purchased 
over  7,000  new  semiautomatic  Garand 
rifles. 

Mr.  Chairman,  when  we  view  the  fiscal 
policy  of  the  New  Deal  administration, 
we  realize  the  great  truth  of  the  old  fable 
of  the  grasshopper  and  the  ant.  While 
the  ant  worked  all  summer,  the  playboy 
grasshopper  whiled  away  his  hours,  but 


the  day  of  reckoning  came.  It  seems  to 
me  that  such  a  day  is  not  far  distant  for 
our  country. 

There  is  not  an  individual  in  all  the 
land  who  will  escape  the  effects  of  this 
tax  bill.  It  is  true  that  the  great  ma¬ 
jority  of  the  people  will  not  make  a  direct 
tax  return  to  the  Federal  Government. 
This  tax  bill  will  be  paid  by  the  common 
people,  or  by  the  poor  people.  They  will 
pay  it  every  time  they  buy  something. 
If  there  is  anyone  here  who  thinks  that 
you  can  tax  a  telephone  and  telegraph 
company  without  having  that  tax  added 
onto  the  bills  of  the  users  of  those  utili¬ 
ties,  or  who  thinks  that  we  can  tax  the 
railroad  companies  without  increasing 
freight  rates,  thus  raising  the  prices  of 
everything  that  we  buy,  they  are  indeed 
optimists.  This  tax  bill  is  not  a  burden 
on  only  a  few  people  in  the  United  States, 
it  is  a  burden  on  the  rank  and  file  of  the 
people.  Business  must  pass  taxes  on  to 
the  next  fellow.  If  it  did  not,  it  could 
not  exist,  for  if  it  loses  only  1  percent  a 
month  in  100  months,  it  would  be  gone. 
That  is  simple  arithmetic. 

There  is  not  much  satisfaction  in  the 
thought  of  the  new  dealers,  “we  planned 
it  that  way.” 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Nebraska  [Mr.  Stefan], 

Mr.  STEFAN.  Mr.  Chairman,  since 
1933  the  Congress  has  enacted  13  tax 
measures.  The  bill  under  consideration 
will  be  the  fourteenth.  It  will  be  the  third 
revenue  measure  enacted  since  1940  when 
we  embarked  upon  our  preparedness  pro¬ 
gram.  The  measure  now  being  con¬ 
sidered  is  of  greater  significance  and  im¬ 
portance,  however,  than  all  those  which 
have  preceded  it.  To  borrow  the  lan¬ 
guage  used  by  the  majority  of  the  Ways 
and  Means  Committee  in  its  report,  the 
bill  is  unprecedented.  It  will  yield  an 
unprecedented  sum  and  it  will  impose 
a  substantially  increased  burden  upon 
the  American  people.  I  doubt  if  there  is 
anyone  in  the  country  who  will  escape  its 
impact  either  directly  or  indirectly. 
What  is  more  the  taxes  that  are  to  be  in¬ 
creased  and  the  taxes  that  are  to  be  im¬ 
posed  for  the  first  time  are  a  promise  of 
still  more  to  come.  The  bill  also  consti¬ 
tutes  a  first  attempt  to  formulate  a  tax 
policy  for  national  preparedness. 

In  view  of  the  bill’s  importance,  it  is 
imperative  that  the  citizens  of  the 
country  understand  its  provisions.  They 
should  know  not  only  its  major  details, 
but  its  aims,  its  merits,  and  its  faults  as 
well.  One  should  study  its  effects  upon 
the  fiscal  policy  of  the  Federal  Govern¬ 
ment,  its  effects  upon  those  who  will  bear 
its  burdpns,  and  its  effects  upon  the 
national  economy  as  a  whole. 

FISCAL  ASPECTS  OF  THE  TAX  BILL 

Total  Federal  expenditures  for  the 
fiscal  year  ending  June  30,  1942,  are  now 
estimated  at  $22,000,000,000.  Accord¬ 
ing  to  Secretary  of  the  Treasury  Morgen- 
thau,  if  we  are  to  follow  sound  financial 
procedure,  two-thirds  of  this  amount,  or 
$14,700,000,000  should  be  raised  by  taxes. 
This  would  leave  $7,300,000,000  to  be 
raised  by  borrowing  or  by  increasing  the 
national  debt. 

Federal  revenues,  according  to  latest 
estimates  of  the  Bureau  of  the  Budget, 
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fall  far  short  of  the  amount  designated  by 
Secretary  Morgenthau  as  desirable. 
Total  Federal  receipts  for  the  fiscal  year 
ending  June  30,  1942,  will  be  about  $9,- 
200,000,000,  or  $5,500,000,000  less  than  the 
necessary  two-thirds. 

A  major  purpose  of  the  revenue  bill  of 
1941  is  to  increase  tax  yields  so  we  can 
finance  a  greater  part  of  our  current  ex¬ 
penditures  out  of  current  receipts.  The 
measure  does  not,  however,  provide  suffi¬ 
cient  revenue  to  meet  Secretary  Morgen- 
thau’s  standard.  According  to  estimates 
outlined  in  the  report  of  the  majority 
members  of  the  Ways  and  Means  Com¬ 
mittee  the  bill  will  yield  only  $1,900,- 
000,000  during  the  current  fiscal  year. 
Thus  total  Federal  revenues  for  the  fiscal 
year  1942  will  be  about  $3,600,000,000  less 
than  called  for  by  the  two-thirds  rule. 

Nor  will  the  situation  in  this  respect  be 
greatly  changed  when  the  increases  im¬ 
posed  by  this  bill  are  in  effect  for  a  full 
fiscal  year.  According  to  the  committee’s 
estimate  the  bill  is  designed  to  yield  an 
excess  of  $3,500,000,000  for  a  full  year  of 
operation.  Thus  if  the  bill  had  been  in 
effect  for  the  entire  12  months  of  the  cur¬ 
rent  fiscal  year,  and  if  other  things  re¬ 
mained  equal,  the  bill  would  fail  to  reach 
the  revenue  requirements  imposed  by  the 
two-thirds  rule  by  about  $2,000,000,000. 
In  this  connection,  one  must  note  that 
Federal  expenditures  will  no  doubt  be  far 
in  excess  of  the  $22,000,000,000  to  be 
spent,  according  to  the  latest  estimates, 
during  the  fiscal  year  1942.  At  the  same 
time  it  is  doubtful  if  Federal  revenue  will 
keep  pace  with  rising  expenditures  in  the 
years  to  come,  even  if  one  assumes  there 
will  be  a  material  increase  in  national  in¬ 
come  and  in  tax  revenues  from  the  new 
rates.  Therefore,  it  is  quite  likely  that  in 
the  next  few  years  we  will  be  as  far  away 
from  meeting  the  requirements  of  the 
two-thirds  rule  as  we  are  now,  if  not 
further.  Worthy  of  note  in  this  connec¬ 
tion  is  the  persistent  tendency  of  the  ad¬ 
ministration  to  underestimate  the  costs 
involved  in  building  our  national  pre¬ 
paredness.  This  tendency  has  made  it 
quite  impossible  to  develop  a  sound  fiscal 
policy  for  national  preparedness.  As  the 
gentleman  from  Pennsylvania  [Mr. 
Ditter]  observed  in  his  remarks  in  the 
Record  for  July  3,  1941: 

I  understand  that  a  committee  of  this  body 
Is  now  considering  a  revenue  bill  that  it  is 
hoped  will  yield  $3,500,000,000  in  added  taxes. 
If  this  bill  should  be  passed  and  if  it  yields 
this  estimated  revenue,  the  deficit  will  be  re¬ 
duced  unless  estimated  expenditures  continue 
to  rise.  From  our  experience  gained  under  the 
Budget  for  1941  and  with  the  actual  expend¬ 
itures  for  that  year,  one  should  not  be  sur¬ 
prised  if  expenditures  increase  in  1942  if  it 
is  physically  possible  for  the  New  Deal  to  at¬ 
tain  such  an  end. 

No  advantage  will  be  gained  by  trying 
to  dodge  the  fiscal  implications  of  these 
solemn  facts.  Either  taxes  must  be  in¬ 
creased  further  in  the  near  future  or  we 
must  rely  to  a  greater  extent  upon  Fed¬ 
eral  borrowing.  This  latter  would  mean 
abandoning  the  two-thirds  rule  sug¬ 
gested  by  Secretary  Morgenthau.  If  we 
choose  this  course,  then  we  have  removed 
what  could  have  been  an  effective  control 
over  the  rate  of  increase  in  the  public 
debt.  If  we  do  this  we  might  run  the 


risk  of  reducing  faith  in  the  public  credit, 
for  it  will  tend  to  imply  that  we  are  not 
much  concerned  over  sound  fiscal  policy 
at  a  time  when  we  will  be  seeking  billions 
of  borrowed  dollars.  Relative  to  the  fu¬ 
ture  trend  in  the  size  of  the  public  debt, 
the  minority  members  of  the  Ways  and 
Means  Committee  observed: 

This  year,  Congress  was  obliged  to  increase 
the  (debt)  limit  to  $65,000,000,000  so  that 
the  Treasury  could  continue  to  meet  the 
Government’s  obligations,  both  civil  and  mil¬ 
itary.  It  now  appears  that  the  $65,000,000,000 
limit  will  be  reached  next  year,  and  it  is  prob¬ 
able  that  before  the  present  emergency  is  over 
the  national  debt  may  easily  go  to  $100,000,- 
000,000.  Even  this  figure,  which  is  nearly 
equal  of  the  assessed  value  of  all  real  estate  in 
the  United  States,  may  be  all  too  conservative. 
(Supplemental  Views  of  the  Republican  Mi¬ 
nority,  Report  on  the  Revenue  Bill  of  1941, 
p.  72.) 

The  majority  members  of  the  Ways  and 
Means  Committee  observed  in  their  re¬ 
port  that  “During  the  World  War  only 
one-third  of  the  expenditures  were  met 
by  taxes  and  two-thirds  by  borrowing.” 
These  members  of  the  majority  failed, 
however,  to  call  attention  to  the  evil  con¬ 
sequences  that  befell  that  policy.  That 
policy  was  responsible  to  a  great  extent 
for  World  War  inflation,  the  burdensome 
increase  in  the  cost  of  living  and  for  in¬ 
flation’s  aftermath,  the  culmination  of 
which  was  the  world  depression  of  1929. 

THE  TAXPAYER'S  BURDEN 

Although  the  measure  does  not  provide 
sufficient  revenues  for  two-thirds  of  our 
total  Federal  expenditures,  it  does  never¬ 
theless  impose  a  substantial  burden  upon 
the  taxpayer  over  and  above  his  present 
load.  Of  the  more  than  $3,500,000,000 
to  be  raised  by  the  bill  in  a  full  year  of 
operation,  $1,152,000,000  is  to  be  derived 
from  individual  income  taxpayers.  The 
effective  date  of  the  tax  bill  as  it  relates 
to  income  taxpayers  is  January  1,  1941. 
Thus  individual  income  taxpayers  will  be 
required  to  pay  the  increased  rates  on 
income  received  during  the  full  calendar 
year  January  1,  1941,  to  December  31, 
1941. 

From  the  standpoint  of  the  individual 
taxpayer,  the  greatest  change  in  the  bill 
relates  to  surtax  rates.  Whereas  no 
change  is  made  in  the  individual  normal 
tax  rate  of  4  percent  surtax  rates  are  in¬ 
creased  substantially.  Surtaxes  now  will 
start  at  5  percent  on  the  first  dollar  of 
surtax  net  income  and  range  upward  to 
75  percent  on  surtax  net  incomes  of 
$5,000,000,  and  over. 

It  is  this  provision  of  the  bill  that  will 
greatly  increase  the  amount  of  taxes  to 
be  paid  by  the  majority  of  individuals  on 
income  earned  during  the  current  cal¬ 
endar  year.  Thus  a  single  person  with  a 
net  earned  income  of  $1,000  will  pay 
$15.40  compared  with  $4.40  as  at  present; 
a  single  person  with  a  net  earned  income 
of  $3,000  will  pay  $211.20  compared  with 
$83.60  as  at  present;  and  a  single  person 
with  a  net  earned  income  of  $5,000  will 
pay  $473  compared  with  $171.60  as  at 
present.  A  married  person,  but  with  no 
dependents,  with  a  net  earned  income  of 
$2,500  will  pay  $38.50  under  the  proposed 
bill  compared  with  $11  as  at  present;  and 
a  similar  person  with  a  net  earned  income 
of  $5,000  will  pay  $308  compared  with 


$110  as  at  present.  A  married  person 
with  two  dependents  will  not  pay  any 
income  tax  under  the  proposed  bill,  how¬ 
ever,  unless  his  net  earned  income  ap¬ 
proaches  $3,000;  and  a  married  person 
with  four  dependents  will  not  be  affected 
by  this  provision  of  the  tax  bill  unless  his 
net  earned  income  approaches  $4,000.  A 
married  person  with  four  dependents  will 
pay  on  a  net  earned  income  of  $5,000, 
$116.60  under  the  proposed  bill  compared 
with  only  $39.60  as  at  present. 

Perhaps  the  second  major  change  pro¬ 
vided  for  in  this  bill  as  it  relates  to  indi¬ 
vidual  income-tax  payers  is  the  provision 
making  it  mandatory  for  husbands  and 
wives  with  separate  incomes  to  file  joint 
returns.  Thus,  the  bill  as  reported  re¬ 
quires  husband  and  wife  living  together 
to  report  their  income  in  a  single  joint 
return  and  to  compute  the  tax  on  their 
aggregate  income.  Under  the  present 
system  of  separate  returns  a  husoand 
with  a  net  earned  income  of  $2,500  and  a 
wife  with  the  same  amount  of  income 
would  pay  $275  taxes.  Under  the  joint 
return  system  they  would  pay  $308.  Un¬ 
der  the  present  system  of  separate  re¬ 
turns  a  husband  and  wife  with  a  net 
earned  income  of  $5,000  each  would  pay 
$880  in  taxes,  compared  with  $1,166  un¬ 
der  the  system  of  joint  returns. 

Another  change  of  interest  to  indi¬ 
vidual  income-tax  payers  relates  to  the 
10  percent  defense  tax  which  was  im¬ 
posed  by  the  First  Revenue  Act  of  1940. 
This  tax,  originally  imposed  for  5  years, 
will  be  made  a  permanent  feature  of  our 
tax  system  by  the  revenue  bill  of  1941. 
Also  of  interest  to  the  individual  tax¬ 
payer  is  the  fact  that  income-tax  exemp¬ 
tions  remain  the  same  as  last  year;  that 
is,  $800  for  a  single  person  and  $2,000  for 
a  married  couple.  The  present  exemp¬ 
tions  on  a  weekly  basis  are  $15  for  a 
single  person  and  $38  for  a  married  per¬ 
son.  Individual  taxpayers  will  also  be 
vitally  affected  by  the  increases  in  exist¬ 
ing  excise  taxes  and  in  the  added  excise 
levies.  These  excise  taxes  are  expected 
to  yield  about  $900,000,000  in  revenue 
during  a  full  year  of  operation.  I  will 
discuss  these  at  some  length  shortly. 

BUSINESS  AND  THE  REVENUE  BILL  OF  1941 

The  measure  will  also  affect  every  busi¬ 
ness  organization  in  the  country,  large 
and  small.  Of  the  $2,475,000,000  to  be 
derived  from  income  taxes,  $1,323,000,000, 
or  53  percent,  is  to  be  obtained  from  in¬ 
creased  corporate  taxes.  Business  will 
be  affected  by  an  increase  in  corporate 
surtaxes,  by  an  increase  in  the  excess- 
profits  tax,  and  by  the  various  excise 
taxes.  Although  the  bill  makes  the  de¬ 
fense  tax  permanent,  it  does  not  change 
the  corporation  normal  tax  rate.  A 
change  is  made,  however,  in  the  normal 
tax  base,  the  excess-profits  tax  being  al¬ 
lowed  as  a  deduction  from  gross  income 
in  arriving  at  net  income  subject  to 
normal  tax. 

Changes  in  the  corporate  surtax  rates 
are  expected  to  yield  $645,000,000  in  a 
year  of  full  operation.  The  bill  imposes 
upon  corporations  a  surtax  of  5  percent 
on  the  first  $25,000  of  surtax  net  income 
and  3  percent  on  the  remainder. 
Changes  in  the  excess-profits  tax  are 
designed  to  yield  an  additional  $1,198,- 
000,000  in  a  year  of  full  operation.  This 
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tax  will  be  stiffened  by  lowering  exemp¬ 
tions  and  by  increasing  the  existing  rates 
by  10  percentage  points  in  each  bracket. 
For  example,  at  present  the  rate  on  an 
adjusted  excess-profits  net  income  up  to 
$20,000  is  25  percent.  The  new  bill  will 
increase  this  rate  to  35  percent.  Rates 
instead  of  running  from  25  percent  to  50 
percent  as  at  present  will  run  from  35 
percent  to  60  percent.  Important 
changes  have  also  been  made  in  the 
methods  of  computing  taxable  income. 
Corporations,  however,  will  still  be  al¬ 
lowed  to  measure  excess  profits  bj  either 
the  average  earnings  or  invested-capital 
methods. 

EXCISE  TAXES 

Increases  in  existing  excise  taxes  and 
the  imposition  of  new  excise  taxes  will 
vitally  affect  both  individuals  and  busi¬ 
ness  concerns.  These  taxes  will  affect 
virtually  every  person  in  the  country. 
They  are  designed  to  yield  $900,000,000 
in  a  full  year  of  operation.  They  in¬ 
clude  manufacturers’  and  retailers’  ex¬ 
cise  taxes  on  distilled  spirits;  wines; 
passenger  automobiles;  automobile  parts 
and  accessories;  automobile  trucks, 
busses,  and  trailers;  tires  and  tubes;  re¬ 
frigerators  and  air  conditioners;  matches; 
playing  cards;  radio  receiving  sets  and 
parts;  phonographs  and  phonograph 
records;  musical  instruments;  sporting 
goods;  luggage;  electrical  appliances; 
photograph  apparatus;  electric  signs; 
business  and  store  machines;  rubber 
articles;  commercial  washing  machines; 
soft  drinks;  jewelry;  furs  and  toilet 
preparations.  These  excise  taxes  also 
include  such  miscellaneous  taxes  as  on 
admissions;  bills  incurred  at  cabarets 
and  night  clubs;  club  dues;  safe-deposit 
boxes;  telephone,  telegraph,  radio,  and 
cable  facilities;  telephone  bills;  trans¬ 
portation,  such  as  on  a  railroad  fare;  a 
“use”  tax  on  motor  vehicles  and  boats; 
taxes  on  bowling  alleys  and  billiard  and 
pool  tables;  taxes  on  coin-operated 
amusement  and  gaming  devices;  taxes  on 
radio  broadcasting  time  sales;  and  on 
outdoor  advertising.  Many  of  these 
taxes  will  fall  upon  individuals  not 
reached  by  the  income  tax. 

OTHER  MAJOR  CHANGES 

The  tax  bill  will  also  increase  the 
capital-stock  taxes,  the  estate  taxes,  and 
the  gift  taxes.  These  increases  in  rates 
are  expected  to  yield  $174,000,000  in  reve¬ 
nue  during  a  full  year  of  operation.  The 
bill  increases  the  capital-stock  tax  rate 
from  $1.10 — $1  plus  10  cents  defense  tax — 
per  $1,000  of  adjusted  declared  value  to 
$1.25,  effective  for  the  fiscal  year  ending 
June  30,  1941.  The  bill  also  provides  a 
new  schedule  of  increased  rates  for  the 
estate  tax,  applicable  only  to  the  estates 
of  decedents  dying  after  the  enactment 
of  this  bill.  In  addition,  the  10-percent 
defense  tax  is  made  permanent.  No 
other  change  is  made  with  respect  to  the 
estate  tax.  In  addition  the  bill  provides 
a  new  schedule  of  increased  gift-tax 
rates  applicable  to  the  calendar  year  1942 
and  subsequent  calendar  years.  As  under 
existing  law,  the  new  gift-tax  rates  are  in 
each  case  three-fourths  of  the  corre¬ 
sponding  estate-tax  rate.  No  other 
change  is  made  with  respect  to  the  gift 
tax. 


THE  EFFECT  OF  THE  BILL  ON  THE  NATIONAL 
ECONOMY 

The  measure  is  also  of  great  impor¬ 
tance  viewed  from  the  standpoint  of  the 
national  economy  as  a  whole.  I  have 
already  pointed  cut  that  it  will  not  raise 
sufficient  revenue  to  pay  for  two-thirds 
of  our  expenditures.  Nor  can  it  be  said 
as  the  majority  members  of  the  Ways 
and  Means  Committee  seem  to  imply  in 
their  report,  that  the  measure  will  pre¬ 
vent  inflation.  During  wartime,  or  dur¬ 
ing  a  time  such  as  this,  a  tax  bill  is 
normally  expected  to  drain  off  excessive 
purchasing  power  so  that  prices  can  be 
more  easily  controlled.  This  tax  measure 
however,  does  not  accomplish  that  end 
and  since  it  does  not,  we  have  compli¬ 
cated  to  that  extent  any  attempt  that 
might  be  made  in  the  future  to  control 
prices  or  the  cost  of  living.  Since  the  bill 
will  not  prevent  inflation,  many  people 
will  be  cut  with  a  two-edged  sword,  for 
they  will  confront  higher  taxes  at  the 
same  time  when  rising  prices  are  mate¬ 
rially  reducing  their  real  income.  What 
is  more,  since  the  bill  fails  to  approach 
realistically  the  fiscal  problems  of  the 
Nation,  it  cannot  be  said  that  this  bill 
will  facilitate  mobilization  of  our  na¬ 
tional  resources  for  defense.  Many 
changes  will  have  to  be  made  in  our 
tax  program  before  it  can  be  said  that 
we  have  created  a  sound  tax  defense 
policy. 

A  detailed  examination  of  the  fiscal 
position  of  the  Federal  Government  leads 
to  the  conclusions  that  we  are  facing  a 
perilous  situation,  indeed.  We  have  had 
deficit  after  deficit,  year  after  year,  and 
during  the  present  fiscal  year  the  gap 
between  expenditures  and  receipts  will 
be  approximately  $11,000,000,000,  even  if 
one  includes  the  increased  revenue  to  be 
yielded  by  this  bill  during  the  current 
fiscal  year.  If  we  are  to  pursue  a  course 
of  sound  fiscal  policy,  it  is  absolutely  im¬ 
perative  that  the  gap  between  expendi¬ 
tures  and  receipts  be  narrowed  materi¬ 
ally.  This  bill  will  do  part  of  that  job; 
more,  however,  remains  to  be  done,  and 
there  is  much  that  we  can  do  immedi¬ 
ately.  The  old  saying  “penny  saved  is  a 
penny  earned”  applies  to  the  realm  of 
fiscal  affairs  as  well  as  to  an  individual’s 
personal  finance.  We  can  save  money 
and  help  narrow  the  gap  between  ex¬ 
penditures  and  receipts  by  eliminating 
every  dollar  of  needless  expenditure  and 
administering  the  national-defense  pro¬ 
gram  with  the  greatest  amount  of  effi¬ 
ciency  and  with  the  least  possible  cost. 
As  the  minority  members  of  the  Com¬ 
mittee  on  Ways  and  Means  observed  in 
their  excellent  report: 

If  the  Government  is  going  “all  out”  for 
national  defense  and  “all  out”  for  taxes  upon 
the  people,  it  is  compelled  both  by  necessity 
and  by  a  regard  for  its  obligation  to  the  tax¬ 
payers  of  the  country  to  also  go  “all  out” 
for  economy. 

There  is  universal  agreement  that  much 
is  to  be  gained  at  this  time  by  a  rigid 
policy  of  governmental  economy.  The 
Secretary  of  the  Treasury  in  his  appear¬ 
ance  before  the  Ways  and  Means  Com¬ 
mittee  states  that  in  his  opinion  non- 
defense  expenditures  could  be  reduced  to 
the  extent  of  at  least  $1,000,000,000.  This 
is  the  opinion  of  the  man  who  is  directly 


responsible  to  the  President  for  the  fiscal 
affairs  of  the  Government.  If  he  says  it 
can  be  done,  it  can  be  done;  but  it  cannot 
be  done  unless  the  President  is  willing 
that  it  shall  be  done.  Not  until  he  so 
decides  will  any  progress  be  made  in  this 
direction. 

Considerable  evidence  is  also  at  hand 
indicating  that  great  savings  can  be  ac¬ 
complished  in  our  defense  program.  Ac¬ 
cording  to  an  investigation  conducted  by 
one  of  our  colleagues  in  the  House,  at 
least  $250,000,000  of  the  $800,000,000  ap¬ 
propriated  for  the  construction  of  Army 
cantonments  was  wasted.  Therefore,  it 
is  imperative  that  defense  expenditures 
as  well  as  nondefense  expenditures 
should  be  studied  in  great  detail  so  that 
every  dollar  of  unnecessary  spending  can 
be  eliminated.  If  this  is  done,  the  ad¬ 
ministration  need  never  fear  that  the 
people  of  this  country  will  ever  question 
the  credit  of  the  Federal  Government. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  California  [Mr.  Leland 
M.  Ford], 

Mr.  LELAND  M.  FORD.  Mr.  Chair¬ 
man,  I  rise  to  make  a  few  remarks  on 
this  tax  bill. 

I  have  noted  in  the  papers  recently 
that  this  bill  has  been  termed  “an  un¬ 
precedented  tax  burden.”  Unfortu¬ 
nately,  this  is  true;  but  also,  unfortu¬ 
nately,  this  is  only  a  small  part  of  what 
the  people  in  our  country  may  expect, 
as  there  is  much  more  to  come. 

If  the  wasteful,  destructive  expendi¬ 
tures  of  this  Government  continue — and 
I  do  not  mean  national  defense  by  this, 
but  I  mean  those  expenditures  that  are 
not  for  national  defense  but  which  have 
been  slipped  in,  in  this  time  of  confusion, 
disorganization,  and  emergency,  which  I 
am  sorry  to  say  exists — the  tax  bill  of 
this  country  is  going  to  confiscate  all 
business,  industry,  all  the  earnings  of 
labor,  and  all  the  earnings  of  our  public. 

This  is  an  unprecedented  tax  bill,  and 
much  of  this  money  that  our  people  are 
going  to  be  called  on  to  pay  in  not  only 
this  but  in  future  tax  bills,  in  my  opin¬ 
ion,  should  have  been  entirely  unneces¬ 
sary,  because  many  billions  have  been 
wasted,  thrown  away,  and,  so  far  as  any 
tangible  assets  are  concerned,  those  bil¬ 
lions  have  been  destroyed  and  lost. 

Many  times  have  I  arisen  to  address 
the  House  and  cautioned  this  body  that 
there  would  be  a  day  of  reckoning.  This 
day  of  reckoning  is  now  beginning  to 
catch  up  with  us,  and  the  bills  are  now 
coming  home  to  roost.  There  is  a  limit 
to  the  number  of  days  of  spending  that 
one  can  continue,  and  finally  there  must 
be  a  day  of  paying.  Most  of  our  taxpay¬ 
ers  were  unaware  or  did  not  realize  what 
these  wasted  billions  would  finally  cost 
them  and  do  to  them.  Now,  when  they 
get  this  tax  bill  and  others  that  will  in¬ 
crease  their  taxes  2  times,  4  times,  6 
times,  8  times,  and  perhaps  10  times, 
they  will  then  begin  to  realize  that  some 
of  the  things  that  were  told  them  by 
many  of  us  about  their  Government  are 
true. 

In  past  years  a  penalty  has  been  placed 
on  saving,  a  premium  was  placed  on 
spending.  Many  of  the  principles  that 
this  country  has  held  dear  and  have 
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proven  to  be  right  were  set  aside.  A  new 
group  of  theorists  arrived,  who  never 
had  made  a  dollar  of  their  own,  never 
had  any  real  business  experience  or  met 
a  pay  roll,  and  said  this  was  old-fash¬ 
ioned,  that  they  had  new  ideas,  that  they 
could  overturn  the  old  laws  of  economics 
and  finance.  While  they  were  pleas¬ 
antly  spending  and  bribing  the  public  to 
sleep,  people  did  not  think  very  deeply 
or  look  very  far  into  the  future,  with  the 
result  that  today  the  day  of  reckoning  is 
here  for  the  taxpayer,  who  now  must 
consider  the  billions  that  have  been 
wasted  and  misspent.  This  is  usual  dur¬ 
ing  the  pleasant  spending  spree,  but 
when  the  soberness  of  realization  returns, 
when  it  is  time  to  pay  the  bills,  the  people 
of  this  Nation  must  finally  wake  up. 

It  is  said  that  this  tax  bill  is  to  finance 
the  defense  program.  Let  me  say  right 
here  that  no  American,  including  my¬ 
self,  would  ever  deny  an  appropriation 
to  give  us  a  proper  defense  program  in 
all  its  ramifications.  We  must  do  that 
in  order  to  protect  this  country. 

It  may  be  said  that  this  is  to  finance 
the  defense  program.  I  am  going  to  tell 
you  that  if  we  had  back  in  our  Treasury 
some  of  those  wasted  billions,  we  might 
have  used  some  of  those  billions  to 
finance  this  defense  program  and  not 
now  have  to  tax  our  people  so  heavily. 

This  bill  does  not  come  anywhere  near 
financing  our  program,  as  it  only  calls 
for  an  increase  of  three  and  one-half 
billion  dollars,  while  on  last  Monday, 
alone,  this  Congress  spent  eight  billion. 
Again,  the  national  debt  has  moved  up 
from  approximately  twenty-five  billion 
to  somewhere  around  fifty  or  fifty-five 
billion  now.  Is  it  unpatriotic  or  trea¬ 
sonable  to  ask  to  know  what  became  of 
the  difference  of  some  thirty-odd  billions 
of  dollars?  The  day  of  reckoning  should 
not  only  be  here,  but  the  day  of  account¬ 
ing  for  past  performances  or  stewardship 
should  be  here  also. 

It  is  stated  in  the  press  that  it  was 
thought  that  this  burden  would  be  borne 
cheerfully.  I  believe  this  statement 
would  be  true  if  people  had  full  confi¬ 
dence  that  the  money  that  was  called  for, 
all  went  into  actual  national  defense,  and 
if  the  items  that  were  not  for  actual  na¬ 
tional  defense,  but  were  camouflaged  as 
such,  could  be  cut  out  and  the  money 
could  be  spent  efficiently  for  national 
defense.  As  an  instance  of  the  efficiency 
of  this  program — and  I  do  not  think  it  is 
unpatriotic  to  try  to  conserve  our  na¬ 
tional  credit  and  save  our  money — I  will 
quote  you  from  the  report  of  the  gentle¬ 
man  from  Michigan,  Albert  Engel, 
wherein  he  reported  that  in  the  last  war 
it  cost  two  hundred  and  six  million  to 
house  4,000,000  men.  After  all  the  con¬ 
fusion  of  war  expenditures  was  over  and 
sober  sense  again  attended  our  people, 
a  congressional  report  was  made  saying 
that  out  of  that  two  hundred  and  six 
million,  seventy-eight  million  was  wasted 
or  misspent.  Now,  let  us  compare  the 
record  of  this  new  war  preparation. 

In  round  figures,  eight  hundred  million 
has  been  called  for  so  far  to  house  not 
4,000,000  men  but  only  1,400,000,  and  in 
Mr.  Engel's  opinion  at  least  $250,000,000 
of  this  is  being  wasted  and  misspent. 

Now,  compare  these  figures,  and  after 
that  is  done,  I  wonder  if  our  people,  when 


they  know  that  our  money  is  being  wasted 
and  misspent  by  the  hundreds  of  mil¬ 
lions,  will  bear  that  cheerfully.  This  is 
only  one  example.  Many  others  could 
be  given.  People  might  bear  this  more 
cheerfully  if  the  general  scheme  was  more 
equitable. 

I  see  no  reason  why  every  person  in  the 
United  States  should  not  bear  his  pro¬ 
portion  of  the  tax  burden.  Each  shares 
in  all  of  the  good  things  and  benefits  of 
government,  and  I  believe,  therefore,  that 
each  should  share  in  the  responsibility 
for  the  payment  for  government.  If  his 
tax  bill  were  only  1  cent  a  year,  I  believe 
he  should  pay  it,  in  order  that  we  may 
not  create  two  classes  in  this  country,  one 
class  which  pays  all  the  bills,  and  the 
other  class  which  receives  all  the  bene¬ 
fits.  In  practice  it  will  be  found  that  the 
class  receiving  all  the  benefits  but  not 
paying  the  bill  is  the  one  that  is  always 
clamoring  and  screaming  for  more  ex¬ 
penditures.  Perhaps  if  this  group  had  to 
pay  for  some  of  the  things  they  have 
asked  for,  they  would  then  become  tax- 
cost  conscious.  Up  to  a  short  time  ago 
we  never  knew  what  classes  were,  but, 
unfortunately,  there  has  been  an  effort 
on  the  part  of  some  people  to  name  and 
create  classes.  This  is  an  extremely  dan¬ 
gerous  thing  to  do,  because,  in  my  opin¬ 
ion,  the  government  in  power,  by  subsi¬ 
dizing  these  classes,  which  actually 
amounts  to  bribery,  will  always  be  able 
to  vote  them  in  their  favor,  which  finally 
will  lead  to  corruption  and  destruction 
of  not  only  the  Government  but  these 
very  classes  themselves. 

It  was  said  that  this  bill  would  be  borne 
cheerfully.  So  far  as  I  am  concerned,  I 
have  not  run  across  anybody  who  was 
cheerful  about  this,  but  had  they  used 
the  word  “fearfully,”  I  would  have  agreed 
with  them.  Many  people  see  the  sociali¬ 
zation  of  America  coming  as  a  result  of 
this.  I  think  the  great  bulk  of  our  people 
are  net  cheerful  about  the  great  subsidy 
that  has  been  passed  to  the  subversive, 
communistic,  socialistic,  racketeering 
C.  I.  O.  leaders.  Particularly,  they  are 
not  cheerful  about  handing  these  billions 
over  to  this  group,  when  at  the  same  time 
their  sons  have  been  drafted  into  the 
Army,  where  the  lives  of  these  men  may 
be  taken,  and  have  been  given  $21  a 
month.  This  is  not  equitable.  Neither 
are  our  people  cheerful  or  happy  when 
they  find  that  strikes  headed  by  this 
group  have  cost  2,500,000  days  in  our  de¬ 
fense  program.  Neither  are  our  people 
happy  or  cheerful  when  everyone  is 
asked  to  make  a  sacrifice  for  the  defense 
program,  but  find  this  subversive,  com¬ 
munistic  group  demanding  their  pound 
of  flesh  in  money,  closing  up  the  plants, 
and  refusing  to  put  the  arms  and  imple¬ 
ments  into  the  hands  of  the  young  pa¬ 
triotic  manhood  of  this  country,  who 
have  submitted  to  the  draft  and  are  will¬ 
ing  to  defend  the  country  with  their  lives. 

When  the  full  story  is  written,  Madam 
Perkins  and  Bridges,  whom  she  has  pro¬ 
tected,  Hillman,  Murray,  and  Lewis,  and 
the  others  are  going  to  have  something 
to  answer  for.  You  have  never  heard  any 
of  these  people,  who  are  in  a  position  to 
do  so,  ask  the  C.  I.  O.  racketeering,  com¬ 
munistic  leadership  to  modify  their  de¬ 
mands  and  make  any  sacrifices  for  the 


country;  just  the  reverse.  They  want  to 
expend  every  dollar  and  give  every  dollar 
to  those  men  that  they  can,  and  when¬ 
ever  they  do  that  they  are  weakening  our 
finances,  which  in  turn  weakens  and  de¬ 
stroys  our  defense  program. 

The  strongest  defense  of  this  country 
is  its  strong  national  credit,  which  should 
be  protected  against  any  individual, 
whether  he  comes  from  business  or  in¬ 
dustry  or  labor,  for  after  all,  armies  and 
navies  these  days  travel  on  bank  ac¬ 
counts. 

I  believe  our  people  would  be  much 
more  cheerful  over  this  if  they  knew  we 
were  getting  value  received,  and  if  they 
knew  that  the  money  was  not  being 
wasted.  My  suggestion,  therefore,  is  to 
cut  out  the  unreasonable,  undesirable, 
unnecessary  expenditures  and  the  so¬ 
cialistic  encroachments  upon  the  func¬ 
tions  of  our  Government. 

It  is  said,  this  year,  that  six  billions 
which  were  not  national-defense  items 
were  included  in  the  appropriation. 
Why? 

This  Government  has  become  ex¬ 
tremely  complicated  and  extremely  ex¬ 
pensive  and  far  more  socialistic  than  our 
people  realize.  The  statistics  of  the  costs 
I  have  heretofore  placed  in  this  Record. 
I  note  now  that  a  movement  is  on  foot 
to  take  many  of  the  bureaus  out  of  Wash¬ 
ington.  So  far  as  I  can  see,  I  think  it 
would  be  a  fine  thing  for  every  citizen  of 
the  United  States  if  many  of  these 
bureaus  were  not  only  taken  out  of  Wash¬ 
ington,  but  were  taken  out  of  the  Gov¬ 
ernment  itself.  This  does  not  apply  to 
the  War  Department,  which  we  all  agree 
is  a  necessary  Department,  and  particu¬ 
larly  at  this  time. 

The  importance  of  national  defense  to 
continue  freedom  and  security  was  men¬ 
tioned.  Let  us  look  this  over  carefully. 
Do  our  people  not  realize  that  continued 
freedom  and  security  can  be  lost  in  two 
ways?  Most  people  have  lost  sight  of 
this  in  this  confusion.  One  way,  of 
course,  is  to  lose  it  through  defeat  as  the 
result  of  war.  We  are  now  preparing 
against  this  and  are  trying  to  muddle 
through  to  a  national-defense  program. 
Mr.  Knudsen,  if  let  alone  and  if  given 
proper  power,  would  be  able  to  do  this, 
but  unfortunately  a  man  like  Hillman, 
representing  the  C.  I.  O.,  has  acted  as  a 
dagger  at  his  heart  so  far  as  the  defense 
program  is  concerned,  but,  nevertheless, 
we  are  trying  to  muddle  through,  and  I 
mean  muddle.  That  statement  goes  un¬ 
less  there  is  a  change  in  the  program 
calling  for  real  efficiency  and  organiza¬ 
tion. 

The  second  way  our  freedom  and  se¬ 
curity  might  be  lost  is  through  the 
wreckage  and  destruction  of  the  credit 
of  this  Government,  the  wasting  of  its 
money,  which  will  finally  bring  social¬ 
ism  in  one  of  its  degrees — straight  so¬ 
cialism,  nazi-ism,  fascism,  or  communism. 
What  is  the  use  of  talking  about  con¬ 
tinued  freedom  and  security  if  we  are 
going  down  the  road  straight  to  destruc¬ 
tion  by  wasting  our  money  and  throw¬ 
ing  away  our  credit?  Cannot  you  see 
what  will  happen  to  this  country  under 
these  conditions?  If  you  cannot,  I  draw 
your  attention  to  the  nations  of  Europe 
who  did  the  same  thing  and  tried  to 
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spend  themselves  back  to  prosperity. 
They  spent  themselves  into  ruin  and 
destruction  of  all  freedom  and  all 
security. 

Unless  a  change  occurs,  it  is  quite  pos¬ 
sible  for  us  to  lose  our  American  form  of 
government  and  have  it  supplanted  by 
socialism  or  one  of  its  isms.  Many  people 
might  be  constrained  to  discount  this 
statement  as  a  radical  one.  But  let  us 
check  up  and  see,  by  the  actual  facts  and 
actions  that  have  occurred  here  in  Wash¬ 
ington  in  the  last  year. 

First.  When  the  bill  to  deport  Harry 
Bridges  was  overwhelmingly  carried  in 
the  House,  it  was  blocked  and  stopped 
and  never  became  a  law. 

Second.  When  the  Smith  amendments 
to  the  N.  L.  R.  B.  were  passed  overwhelm¬ 
ingly  in  the  House,  they  were  blocked  and 
stopped  and  never  became  law.  This 
Smith  bill  would  have  desocialized,  de- 
communized,  and  Americanized  the 
N.  L.  R.  B. 

Third.  The  Logan-Walter  bill,  which 
would  curb  the  power  of  bureaucrats  and 
have  retained  in  the  hands  of  our  peo¬ 
ple  some  of  those  things  we  have  termed 
individual  liberty  and  rights  under  the 
Constitution  of  the  United  States,  was 
also  blocked  and  stopped  and  never  be¬ 
came  law. 

Fourth.  The  shipping  bill,  wherein  the 
captain  of  a  ship  was  empowered  to  se¬ 
lect  his  own  crew. 

These  were  all  blocked  and  stopped  by 
this  subversive  group  who  had  the  power 
to  do  it  and  who  would  like  to  socialize 
or  communize  this  Government.  There 
are  many  other  items  that  come  within 
this  same  category,  recently,  among  them 
none  other  than  the  antistrike  provision 
in  a  recent  bill  in  the  House,  when  the 
notorious  Harry  Bridges  and  his  subver¬ 
sive  gang  moved  into  Washington  and 
had  enough  power  to  stop  this  amend¬ 
ment  and  knock  it  out. 

Another  illustration  is  this  man  Las- 
ser,  one  of  the  heads  of  the  notorious 
communistic  Workers  Alliance,  who  was 
placed  in  an  important  position  in  the 
W.  P.  A.  The  House  of  Representatives 
could  not  quite  swallow  this  and  passed 
an  amendment  cutting  out  his  salary,  as 
they  could  get  rid  of  him  no  other  way.  I 
cite  the  above,  and  quote  as  a  fact,  that 
these  subversive  interests  did  have 
enough  power  and  control  over  Congress 
to  stop  American  laws  and  substitute 
therefor  socialistic  and  communistic 
laws. 

Do  the  people  of  this  country  demand 
more  proof,  or  are  they  going  to  await 
the  time  the  Communists  take  us  over, 
physically,  mentally,  and  lock,  stock,  and 
barrel? 

Do  not  the  people  in  this  country  real¬ 
ize  that  the  wastage  of  money  calls  for 
high  taxes,  and  that  high  taxes  bring  on 
depression  and  unemployment  in  the 
long  run,  and  that  these  depressions  and 
high  taxes  make  fertile  ground  for  social¬ 
ism,  communism,  and  revolution,  which 
many  of  these  socialistic,  communistic 
leaders  advocate  today? 

None  of  our  people  object  to  a  real 
defense  program  that  will  continue  our 
freedom  and  security,  but  all  of  our 
thinking  people  object  to  this  program 
that  is  working  with  the  plans  of  the 
Communists  and  Socialists  that  will 


eventually  destroy  our  form  of  govern¬ 
ment,  and  with  that  destruction  freedom 
for  labor,  business,  industry,  and  the 
individual. 

Legitimate  national  defense  should  be 
had,  and  will  be  had  if  some  of  us  can 
have  our  way.  It  is  my  opinion  that 
three  things  must  be  done  if  a  real  na¬ 
tional  defense  is  to  be  had  and  national 
security  is  to  be  had,  and  they  are  these: 

First.  Check  up,  retrench,  and  quit 
spending  for  unnecessary,  unreasonable, 
and  undesirable  items,  and  knock  out  the 
socialistic  functions  of  government. 

Second.  Business  efficiency  in  spending 
for  national-defense  items  whereby  we 
get  value  for  money  spent. 

Third.  Knock  out  and  cut  out  any  po¬ 
litical  considerations  wherein  certain 
groups  or  classes  are  given  money  that 
they  are  not  entitled  to,  which  amounts 
to  bribery  for  their  political  considera¬ 
tion.  Whenever  these  newly  created 
classes  are  handed  this  form  of  pork- 
barrel  treatment,  the  taxpayer  should 
realize  that  he  is  going  to  be  called  upon 
to  pay  the  bill. 

This  is  the  day  of  reckoning;  and  while 
a  part  of  this  may  be  going  for  national 
defense,  the  taxpayers  of  this  country 
should  know  that  those  who  have  tried  to 
buy  the  favor  of  certain  political  groups 
have  not  yet  paid  these  groups  all  they 
want  with  their  own  money.  They  are 
now  calling  for  the  taxpayers  to  put  up 
the  taxpayers’  money  to  pay  for  this 
great  amount  of  political  influence  which 
those  in  charge  have  bought. 

One  other  thing:  The  chairman  of  the 
committee  has  made  the  statement  that 
this  is  more  or  less  a  makeshift  bill  and 
that  there  will  be  otheis  to  come.  If  this 
is  true,  why  could  not  our  people  be  told 
the  total  amount  of  their  obligations  at 
this  time?  Is  it  fear  that  if  our  people 
acually  knew  their  financial  situation 
they  would  rise  up  and  stop  this  wastage 
of  money  and  the  socialistic  encroach¬ 
ment?  I  believe  our  people  should  be 
told  the  whole  truth,  and  told  it  right 
now,  because  I  have  confidence  that  if 
they  were  told  they  would  demand  from 
their  representatives  in  Congress  that 
wastage  be  stopped,  and  stopped  imme¬ 
diately. 

All  these  things  above  may  sound 
rather  hard,  and  it  is  with  some  re¬ 
luctance  and  hesitancy  that  I  make 
these  statements,  and  have  only  made 
them  after  sound  consideration  and 
thought.  My  final  conclusion,  however, 
is  that  the  friends  of  the  American  peo¬ 
ple  and  the  friends  of  American  Gov¬ 
ernment  will  tell  the  people  of  that  Gov¬ 
ernment  the  things  that  they  ought  to 
know,  and  not  the  things  that  they  like 
to  hear,  and  the  things  that  it  is  neces¬ 
sary  for  them  to  know,  even  though  they 
may  not  like  to  hear  them. 

It  is  in  that  spirit  that  I  make  these 
statements,  and  so  far  as  I  am  concerned 
I  think  every  statement  I  have  made 
herein  is  true,  and  I  hope  that  this  mes¬ 
sage  may  be  carried  to  the  people  in  this 
country  in  order  that  they  may  know 
something  of  the  real  picture  here  in 
Washington. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  15  minutes  to  the  gentleman  from 
New  Jersey  [Mr.  McLean], 


Mr.  McLEAN.  Mr.  Chairman,  as  I 
have  observed  the  construction  of  the 
bill  we  have  before  us,  I  have  become 
convinced  of  two  things.  One  of  them 
is  that  the  bill,  as  finally  written,  is  en¬ 
tirely  cut  of  line  with  the  kind  of  bill 
that  we  started  out  to  prepare.  For  that 
the  Ways  and  Means  Committee  cannot 
be  blamed,  because  since  we  started  on 
our  task,  the  demands  of  the  country  and 
the  need  for  wide  expenditures  have  very 
substantially  increased,  due  to  circum¬ 
stances  far  beyond  our  control. 

I  have  also  become  convinced  that  the 
people  of  the  country  realize  the  prob¬ 
lem  of  the  Congress  and  are  satisfied 
that  our  needs  and  demands  must  be  met 
and  that  it  will  require  a  great  deal  of 
sacrifice,  and  these  sacrifices  they  are 
willing  to  make  for  the  cause  and  under 
existing  world  conditions. 

The  situation  as  it  presents  itself  to 
us  at  this  time  results  in  one  conclusion, 
namely,  it  is  a  waste  of  time  to  try  to 
balance  the  revenue  which  this  bill  will 
produce  with  the  amount  of  expenditures 
that  must  necessarily  be  made  and  the 
bill  we  will  have  to  pay.  Therefore  in 
the  observations  I  make,  which  I  intend 
to  make  directly  to  section  111  of  the  bill 
governing  the  joint-return  feature,  I 
think  it  useless  to  use  as  an  argument 
against  the  elimination  of  that  para¬ 
graph  of  the  bill  the  fact  that  revenue 
will  be  lost  as  a  result,  because  as  has 
been  said  and  as  is  well  understood,  de¬ 
velopments  since  preparation  of  this 
measure  began  have  entirely  changed 
the  premise  upon  which  our  tax  struc¬ 
ture  of  the  future  must  be  based.  The 
demands  make  a  supplement  to  this 
measure  necessary  and  any  rearrange¬ 
ment  of  anticipated  revenue  that  may 
be  necessary  can  be  taken  care  of  in 
connection  with  that  measure. 

It  has  been  said  that  only  5  percent 
of  the  taxpayers  will  be  affected  by  this 
provision.  That  these  are  the  people 
who  are  profiting  or  benefiting  by  the 
fact  that  they  now  file  separate  returns 
in  the  assessment  of  individual  income 
as  against  joint  returns,  filed  by  husband 
and  wife  whose  combined  income  would 
be  assessed  as  one.  But  the  argument  is 
silent  upon  the  fact  that  there  are  130,- 
000,000  people  or  thereabouts  in  the 
United  States  and  that  out  of  these  130,- 
000,000  people,  during  the  year  1938, 
only  3,041,000  filed  income-tax  returns. 
This  year  it  is  estimated  that  the  number 
filing  such  tax  returns  will  approach 
16,000,000.  This  increase  in  the  num¬ 
ber  of  taxpayers  is  due  to  the  fact  that  in 
the  last  revenue  bill  we  widened  the 
base.  That  is  to  say,  we  reduced  the 
exemptions  which  a  person  could  claim 
against  his  tax,  and  this  reduction  wid¬ 
ened  the  base  and  increased  the  source 
of  revenue  accordingly.  So,  whereas  in 
1938  the  taxpayers  were  3,000,000,  there 
will  be  16,000,000  this  year.  Certainly, 
it  does  seem  that  out  of  our  population 
of  130,000,000  we  ought  to  be  able  to  find 
more  than  16,000,000  people  who  ought 
to  be  contributing  to  the  conduct  of  their 
government,  particularly  at  this  time. 
This  is  a  fertile  field  for  the  Committee 
on  Ways  and  Means  to  explore.  I  made 
that  suggestion  in  the  committee  and 
made  an  effort  to  have  adopted  a  system 
whereby  the  base  would  be  broadened, 
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but  for  reasons  which  I  do  not  under¬ 
stand,  my  motion  did  not  prevail.  But 
some  time  it  will  prevail,  and  then  there 
will  be  more  equitable  Federal  taxation. 

This  matter  of  separate  returns  re¬ 
quires  that  a  husband  and  wife  living 
together  shall  make  a  joint  return  and 
that  the  tax  shall  be  computed  on  their 
aggregate  income.  This  is  a  new  depar¬ 
ture  in  our  tax  system.  Whereas  up  to 
now  the  object  of  the  income  tax  has  been 
the  individual,  we  now  propose  by  this 
act  and  under  the  stress  of  existing  world 
conditions  to  establish  for  income-tax 
purposes  a  family  unit  consisting  of  a 
husband  and  wife  living  together.  That 
phrase  “family  unit”  I  take  from  the  pro¬ 
ponents  of  the  measure.  All  other  fam¬ 
ily  units,  such  :;s  a  brother  and  sister  or 
a  mother  and  child  living  together  and 
a  husband  and  wife  living  apart  from 
each  other,  are  not  to  be  subject  to  this 
increased  tax  burden.  The  real  object 
is  to  obtain  more  revenue  by  a  device 
which  will  carry  incomes  subject  to  tax 
into  brackets  which  will  pay  a  higher 
rate.  I  have  reached  the  conclusion  that 
such  a  provision  would,  first,  be  contrary 
to  public  policy.  Whether  or  not  it  is 
constitutional,  there  are  matters  which 
come  entirely  within  the  Constitution  but 
which  it  is  inadvisable  for  the  Congress 
to  adopt,  because  they  are  against  public 
policy.  Secondly,  because  the  proposal 
would  be  unfair,  because  it  is  inequitable 
and  discriminatory;  and,  thirdly,  because 
it  will  go  much  further  than  the  5  per¬ 
cent  of  taxpayers  whom  we  are  told  it 
will  affect. 

It  has  always  been  the  policy  of  our 
law  to  encourage  matrimony,  and  the 
establishment  of  home  life,  and  likewise 
to  avoid  any  laws  which  would  interfere 
with  the  creation  of  that  relationship 
and  its  successful  continuance.  The 
answer  to  the  suggestion  is  that  it  is 
ridiculous  to  suppose  that  the  liability 
for  increased  taxation  would  restrain 
those  who  would  otherwise  enter  into 
matrimony,  or  affect  its  continuous 
existence.  The  fact  is  that  this  proposal 
is  sufficiently  controversial  to  create  a 
doubt  as  to  its  fairness  and  wisdom,  and 
its  consideration  should  be  deferred 
until  such  time  as  it  can  be  gone  int’o  on 
its  merits — not  enacted  merely  bepause 
of  its  supposed  value  as  a  source  of  rev¬ 
enue.  VYe  have  long  outlived  the  idea 
that  women  are  mere  dependents,  or 
that  on  entering  upon  the  marital  re¬ 
lationship  they  become  a  chattel,  and  are 
required  to  give  over  to  their  husbands 
all  of  their  worldly  goods.  There  is  still 
reserved  to  manhood  protection,  help¬ 
fulness,  and  guidance.  The  obligations 
of  chivalry  seem  to  be  inherent,  but 
womankind  has  emerged  from  her  lowly 
position  of  the  early  ages  to  attain  in¬ 
dependence,  self-support,  and  leadership, 
which  we  are  all  proud  to  commend  and 
which  has  made  a  great  contribution  to 
our  present-day  civilization. 

In  a  complete  marital  union  joint  in¬ 
terest  in  the  family  income  will  not  in¬ 
terfere  with  the  dispositions  of  husband 
and  wife,  but  my  experience  in  my  pro¬ 
fession  has  given  me  an  insight  into  the 
effect  which  financial  differences  often 
have  on  what  otherwise  would  be  a  suc- 
successful  marriage.  I  cannot  help  but 


feel  that  compulsion  on  the  part  of  the 
Federal  Government  which  will  imme¬ 
diately  change  the  habit  of  life  of  thou¬ 
sands  of  homes  will  bring  about  unhappy 
situations.  I  know  of  many  instances 
where  a  husband  does  not  care  to  be 
concerned  over  his  wife’s  income  and 
does  not  take  it  into  account  in  the 
ordinary  expenses  of  their  joint  lives. 
I  know  of  others  where  it  would  be 
desirable  that  a  wife  should  not  be 
informed  of  the  husband’s  income,  and 
the  converse  is  also  true.  The  re¬ 
sult  would  be  many  extravagances  and 
resulting  disagreement!  The  idea  here 
is  to  tax  the  family  unit.  All  household 
or  family  units  are  not  based  upon  the 
relationship  of  husband  and  wife.  There 
are  many  family  units  consisting  of  rela¬ 
tives  living  together,  such  as  one  living 
with  a  brother,  a  sister,  a  mother,  or 
other  relative  or  any  combination  of 
these.  The  combined  income  is  the 
basis  for  maintaining  the  household,  and 
all  the  elements  of  family  unit  are  pres¬ 
ent  and  yet  for  income-tax  purposes  we 
are  to  consider  a  family  unit  only  a  hus¬ 
band  and  wife  living  together.  By  this 
method  we  place  a  burden  upon  those 
who  have  heretofore  been  the  object  of 
liberal  lav/s  to  encourage  the  marital  re¬ 
lation.  It  is  not  difficult  to  instance 
cases  where  prospective  marriages  would 
be  postponed  under  such  circumstances. 
And  can  we  in  good  conscience  compel 
husband  and  wife,  living  together  and 
conducting  themselves  as  right-living 
citizens  and  outstanding  examples  of 
moral  conduct,  to  make  substantially 
larger  contributions  to  the  tax  burden, 
while  we  permit  their  neighbor  living 
separate  and  apart  from  husband  or  wife 
to  profit  from  his  or  her  matrimonial 
differences. 

Said  the  Supreme  Court: 

It  can  hardly  be  claimed  that  a  mere  dif¬ 
ference  in  social  relations  so  alters  the  tax¬ 
able  status  of  one  receiving  income  as  to 
justify  a  different  measure  of  taxation. 

I  have  said  that  the  arrangement  would 
be  inequitable  and  discriminatory.  For 
example,  two  sisters  received  an  inheri¬ 
tance  from  their  father.  One  sister  mar¬ 
ried  and  bore  children,  the  other  re¬ 
mained  single.  The  inheritance  which 
the  sister  who  married  received  from  her 
father  would  be  worth  considerably  less 
to  her  than  that  of  her  unmarried  sister, 
for  the  reason  that  her  tax  would  be  con¬ 
siderably  larger,  being  forced  into  brack¬ 
ets  which  would  pay  a  higher  tax  because 
it  must  be  combined  with  that  of  her  hus¬ 
band.  Again,  relatives  with  separate  in¬ 
comes  living  in  the  same  household  and 
whose  combined  income  goes  into  its 
maintenance  are  certainly  a  family  unit. 
Let  us  assume  that  a  brother  and  sister, 
unmarried,  living  with  their  widowed 
mother,  each  with  an  income  of  $1,500, 
all  contribute  from  their  separate  in¬ 
comes  toward  the  maintenance  of  the 
household.  No  joint  return  would  be 
required  and  the  combined  income  would 
be  taxed  in  that  bracket  which  fixes  the 
rate  on  $1,500  of  income;  whereas  in  the 
case  of  a  husband  and  wife  having  a  com¬ 
bined  income  of  $4,500,  their  income 
would  reach  brackets  requiring  payment 
at  the  rate  of  income  of  $4,500.  That  is 


the  purpose  of  this  proposal,  to  raise  ad¬ 
ditional  revenue. 

The  science  of  taxation,  if  it  is  a 
science,  looks  to  the  social  effects  of  the 
levy  and  certainly  that  rule  argues 
against  this  proposal. 

The  arguments  in  support  of  the  meas¬ 
ure  are  substantially  to  the  effect  that 
the  rich  people  have  transferred  a  por¬ 
tion  of  their  assets  to  their  wives  for  the 
purpose  of  evading  taxes  on  the  income 
in  the  higher  brackets;  and  the  infer¬ 
ence  is  that  only  that  class  of  people  will 
be  affected  by  this  provision.  It  infers 
that  where  a  husband  and  wife  are  for¬ 
tunate  enough  to  have  separate  incomes 
there  is  some  element  of  dishonesty  for 
the  purpose  of  tax  evasion,  and  that  by 
the  enactment  of  this  provision  that  sit¬ 
uation  can  be  corrected.  The  assertion 
is  made  that  it  affects  only  5  percent  of 
our  taxpayers.  In  my  judgment  the  pen¬ 
alty  on  marriage  which  would  result 
from  compulsory  joint  returns  will  go 
much  deeper  than  that. 

Instance  the  ordinary  artificer  or  me¬ 
chanic  working  at  his  daily  trade  at  a 
wage  of  $15  per  day,  with  time  and  a  half 
for  overtime,  and  whose  aggregate  in¬ 
come  for  the  year  will  be  approximately 
$4,500.  His  wife  does  part-time  house 
work  in  the  neighborhood,  for  which  she 
receives  $4  a  day  for  perhaps  4  days  a 
week.  She  will  receive  an  income  of  ap¬ 
proximately  $900  a  year.  During  their 
lives  together  they  have  accumulated  suf¬ 
ficient  to  own  a  two-family  house,  in 
which  they  reside  and  from  which  the 
wife  receives  an  income  of  $30  per  month 
from  the  other  apartment,  or  approxi¬ 
mately  $360  a  year.  Under  the  present 
law  the  tax  of  the  husband  would  be 
computed  on  a  gross  income  of  approxi¬ 
mately  $4,500  and  that  of  the  wife  on 
approximately  $1,192.  Under  the  pro¬ 
posed  provision  of  this  law  they  would  be 
required  to  file  a  joint  return,  and  their 
income  tax  would  be  computed  on  a  gross 
income  of  upward  of  $5,700  per  year, 
carrying  the  levy  into  the  higher  brackets 
and  substantially  increasing  the  tax. 
These  are  not  rich  people.  These  are  the 
ordinary,  thrifty — some  may  say  hum¬ 
ble — citizens.  That  is  why  I  point  to  the 
fact  that  this  program  will  go  much 
deeper  than  to  the  5  percent  who  are 
picked  out  as  illustrations  of  malfactors 
whom  this  provision  is  intended  to  reach. 

From  examples  such  as  these  it  can  be 
readily  seen  that  it  will  not  only  be  the 
rich  that  will  be  struck  by  this  hastily 
conceived  idea.  In  our  zeal  to  correct  ap¬ 
parent  existing  ills  we  must  be  cautious 
not  to  create  others  that  we  know  not  of. 

I  do  not  argue  for  the  individual  who, 
by  the  device  of  transferring  securities 
to  his  wife,  has  avoided  paying  the  tax 
which,  under  the  law,  he  fairly  owes  to 
his  Government,  and  I  am  ready  to  admit 
that  there  are  many  such  cases.  I  would 
support  a  method  whereby  that  kind  of 
tax  evasion  could  be  met.  If  the  method 
of  joint  returns  is  the  method  by  which 
it  can  be  met,  I  would  support  such  a 
provision,  provided  the  wife  would  be 
separately  taxed  on  her  own  estate  ex¬ 
cept  insofar  as  the  principal  of  it  was 
received  from  the  husband  for  the  pur¬ 
pose  of  tax  evasion.  In  other  words,  on 
grounds  of  public  policy  I  would  insure 
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to  the  married  woman  that  independence 
which  she  now  enjoys,  considering  as  her 
own  separate  estate  such  property  as  has 
come  to  her  apart  from  any  effort  of  her 
husband,  and  certainly  most  of  all  as 
earnings  from  her  own  efforts  and 
ingenuity. 

I  anticipate  that  advocates  of  the  sys¬ 
tem  of  joint  returns  as  herein  proposed 
will  propound  the  inquiry  that,  if  this 
provision  is  stricken  from  the  bill,  it  will 
be  necessary  to  look  elsewhere  for  $300,- 
000,000,  which  it  is  proposed  to  raise. 
Such  inquiry  does  not  go  to  the  merits 
but  confirms  my  contention  that  the 
purpose  of  this  provision  is  to  raise  reve¬ 
nue  and  that  its  social  influences  have 
been  lost  sight  of  or  disregarded.  While 
we  do  the  best  we  can  to  estimate  income 
and  measure  the  tax  levy  by  the  re¬ 
quirements  of  the  Government,  who  is 
there  that  is  willing  to  say  or  estimate, 
with  any  degree  of  certainty,  the  exact 
amount  a  revenue  bill  will  raise  or  even 
approach?  It  may  as  likely  as  not  run 
ever  the  estimated  amount  as  to  fall 
short  of  it.  We  need  not  concern  our¬ 
selves  very  much  along  this  line  at  this 
time  because  the  requirements  of  the 
Government  have  very  greatly  increased 
while  this  measure  has  been  in  the  course 
of  development.  We  all  know,  and  the 
country  knows,  that  the  tax  problem  will 
be  with  us  for  a  long  time  to  come  and 
that  in  the  not  far  distant  future  we  will 
be  working  out  other  means  of  taxation, 
and  that  before  this  Congress  adjourns 
there  will  be  another  tax  bill.  If  we  were 
honest  with  the  American  people,  we 
would  broaden  our  income-tax  base.  We 
would  call  upon  those  who  do  not  now 
make  a  contribution  to  the  Federal  Gov¬ 
ernment,  and  we  would  develop  a  most 
fruitful  field  for  tax-seeking  endeavors. 
Also,  sooner  or  later  we  must  seek  to  re¬ 
duce  nondefense  expenditures.  The  sug¬ 
gestion  is  frequently  made;  and  if  we  do 
not  attempt  it,  we  will  soon  be  doing  it 
under  the  pressure  of  abject  necessity 
and  our  inability  to  impose  further  taxes. 

Mr.  CROWTHER.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Missouri  [Mr.  Bennett  1. 

WHAT  WILL  THE  AFTERMATH  EE? 

Mr.  BENNETT.  Mr.  Chairman,  dur¬ 
ing  the  few  months  that  it  has  been  my 
privilege  to  sit  as  a  Member  of  this 
House,  I  have  watched  with  more  than 
ordinary  misgivings  the  course  of  legis¬ 
lation  through  the  Congress.  To  say 
that  I  have  been  sorely  disappointed  in 
my  expectations  of  what  this  legislative 
body  would  do  in  the  present  emergency 
is  putting  it  mildly.  Knowing  full  well 
that  the  Government  has  not  been  able 
to  balance  its  budget  in  more  than  10 
years;  knowing  that  for  all  intents  and 
purposes  the  Treasury  of  the  United 
States  was  virtually  empty;  knowing  full 
well  that  the  faith  and  credit  had  already 
been  subjected  to  a  severe  test  in  meeting 
the  demands  for  the  billions  that  have 
been  borrowed  and  spent  in  an  effort  to 
buy  back  the  prosperity  that  we  lost 
mainly  as  a  result  of  this  Nation’s  par¬ 
ticipation  in  the  last  World  War;  know¬ 
ing  that  the  present  Chief  Executive  was 
elected  in  the  first  instance  principally 
on  his  promise  of  a  drastic  reduction  in 
the  cost  of  government;  knowing,  too, 


that  as  late  as  1938  he  was  promising 
there  would  be  an  end  to  the  deficits,  it 
was  but  natural  that  I  should  have  some 
misgivings  about  the  survival  of  repre¬ 
sentative  government  should  the  present 
emergency  continue  and  the  control  of 
Federal  spending  remain  in  the  hands  of 
the  bureaucrats  now  in  the  saddle  and  at 
the  controls  of  every  department  and 
agency  in  the  Government. 

So,  Mr.  Chairman,  I  have  sat  here  day 
after  day  with  saddened  heart  and 
watched  this  body  authorize  and  appro¬ 
priate  the  billions  about  to  be  spent,  be¬ 
cause  I  realize  that  not  a  single  Member 
can  tell  just  how  and  where  we  are  going 
to  get  the  money  to  pay  for  our  extrava¬ 
gances  without  taxation  so  severe  that 
our  whole  social  and  economic  structure, 
the  foundations  upon  which  our  Nation’s 
greatness  and  former  prosperity  was 
built,  will  be  wrecked. 

Mr.  Chairman,  I  have  set  here  day 
after  day  and  watched  government  get 
further  away  from  the  people.  I  have 
sat  here  and  wondered,  what  will  the 
aftermath  be?  The  revenue  bill  of  1941 
only  postpones  the  day  of  reckoning.  It 
is  but  a  feeble  gesture  to  stave  off  national 
bankruptcy.  It  may  delay  inflation.  At 
best,  it  is  only  a  temporary  expedient 
that  we  hope  will  bridge  the  gap  until 
the  spending  can  be  brought  either  to  a 
dead  halt  or  to  a  figure  within  the  means 
of  the  people. 

Mr.  Chairman,  a  free  people  will  never 
submit  to  be  chained  indefinitely  to  the 
bondage  of  the  tax  collector.  I  know,  Mr. 
Chairman,  that  we  will  never  unite  the 
American  people  behind  any  program  in 
which  the  hazards  are  so  great  and  the 
possible  benefits  so  doubtful.  I  know  the 
American  people  will  not  unite  behind 
any  program  to  which  the  majority  are 
so  overwhelmingly  opposed.  I  speak  of 
war,  foreign  war  with  all  its  gruesome 
and  ghastly  implications. 

THE  ECONOMIC  CONSEQUENCES  OF  OUR  DEFENSE 
EFFORT 

Before  we  consider  the  ppssibilities  of 
participating  in  any  foreign  war,  the 
Congress  should  examine  the  economic 
consequences  of  our  present  defense 
effort. 

The  total  to  July  26  of  United  States 
Government  appropriations,  contract  au¬ 
thorizations,  and  funds  made  available 
to  the  Reconstruction  Finance  Corpoia- 
tion  for  defense  amounts  to  $47,116,000,- 
000.  The  national  debt  is  now  over  $49,- 
300,000,000.  Add  to  this  the  more  than 
$6,000,000,000  of  contingent  obligations 
of  various  New  Deal  agencies,  and  the 
debt  situation  becomes  startling.  Yet,  in 
1941,  we  have  authorized  spending  in 
excess  of  forty-seven  billions,  and  the 
measure  now  before  the  Congress  con¬ 
templates  the  spending  of  eight  billions 
more. 

Mr.  Chairman,  on  July  15  the  total 
deposits  of  all  the  active  banks  in  the 
entire  United  States  amounted  to  less 
than  $67,000,000,000.  This  sum  repre¬ 
sents  the  accumulated  savings,  the  work¬ 
ing  capital,  and  the  measure  of  security 
for  millions  of  Americans,  men  and 
women.  So,  as  we  enter  this  new  phase 
of  our  national-defense  program,  we 
ought  to  review  the  operations  of  the 
past  8  years  and  try  to  profit  from  ex¬ 


perience.  During  the  past  8  years  bil¬ 
lions  have  been  poured  out  upon  projects 
which  in  the  main  had  intense  social 
desirability,  but  which  now,  in  the  emer¬ 
gency,  cannot  be  classed  as  necessary. 
And  if  we  measure  our  past  follies 
against  such  tangibles  as  better  food,  bet¬ 
ter  clothing,  and  better  housing,  it  drives 
home  very  forcefully  the  wisdom  of 
Grover  Cleveland’s  remarks,  that — 

For  the  people  to  support  their  Govern¬ 
ment  is  but  natural;  but  for  the  Government 
to  support  the  people,  that  spells  disaster. 

But  in  the  past  8  years  this  Govern¬ 
ment  has  not  alone  attempted  to  sup¬ 
port  a  large  part  of  the  people,  but  it 
has  consistently  sought  to  render  aid  to 
other  nations  and  other  peoples  whose 
ideals  and  ideologies  are  totally  divergent 
from  those  of  the  American  people. 

So,  cut  of  the  fullness  of  our  hearts 
and  the  emptiness  of  our  Treasury  we 
have  appropriated  $7,000,000,000  for 
lend-lease  aid  to  Britain.  On  top  cf  this 
lend-lease  aid  we  are  faced  with  the  task 
of  financing  our  own  defense  program, 
made  doubly  costly  by  reason  of  its  very 
urgency. 

Although  experts  and  officials  high  in 
the  Government  report  our  own  people, 
at  least  40  percent  of  them,  are  suffering 
from  the  effects  of  malnutrition  and  poor 
diets,  we  are  now  going  to  help  feed  the 
world.  But  our  own  Army  and  the 
Civilian  Conservation  Corps  will  con¬ 
tinue  to  be  taken  care  of,  no  matter  how 
the  people’s  diets  are  affected. 

Mr.  Chairman,  I  was  greatly  interested 
in  a  news  release  that  came  to  my  at¬ 
tention  last  Sunday.  The  Federal  Se¬ 
curity  Agency  is  the  authority  I  am  now 
about  to  quote.  For  each  of  the  more 
than  200,000  enrollees  in  the  C.  C.  C.  the 
Government  provides  375  pounds  of  meat 
yearly  as  against  an  average  of  115 
pounds  consumed  by  the  Nation  as  a 
whole.  The  Government  provides  46 
pounds  of  chicken  as  against  17  pounds 
by  the  taxpayers;  114  pounds  of  sugar 
against  96  by  the  taxpayers;  and  the 
average  C.  C.  C.  enrollee  consumes  about 
twice  as  much  tea  and  coffee  as  the  aver¬ 
age  citizen.  So  the  boys,  as  they  work, 
are  living  on  the  fat  of  the  land. 

Mr.  Chairman,  if  we  were  to  raise  the 
diets  of  the  rest  of  the  American  people 
to  Army  and  C.  C.  C.  standards  we  would 
have  no  food  to  export,  we  would  have 
no  surpluses,  and  we  would  need  to  put 
millions  of  idle  acres  to  work.  This  news 
release  alone  shows  the  folly  of  an  econ¬ 
omy  of  scarcity  But  since  this  emer¬ 
gency  has  become  the  pressing  business 
of  the  administration  the  rising  indexes 
of  foodstuffs  show  that  the  diet  of  the 
American  people  is  in  danger  of  being 
sharply  curtailed.  Food  costs  have  ad¬ 
vanced  much  faster  than  pay  rolls,  and 
this  means  trouble  for  the  housewife  and 
skimpy  meals  for  the  family. 

I  do  not  object  to  feeding  the  boys  in 
the  Army  and  in  the  C.  C.  C.  camps  the 
best  the  markets  afford,  but  I  do  think 
we  ought  to  give  a  little  bit  of  considera¬ 
tion  to  the  undernourished  taxpayer  and 
his  children  who  will  have  to  foot  the 
bills.  I  want  to  take  first  things  first. 
I  want  to  feed  our  own  people  before  we 
start  out  to  extend  charity,  along  with 
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the  four  freedoms,  to  the  four  corners  of 
the  earth. 

So  what  will  be  the  economic  effects  of 
the  defense  program  upon  our  people? 
The  industries  that  have  successfully 
withstood  the  impact  of  the  industrial 
slump  of  the  past  8  years  are  now  put¬ 
ting  forth  every  effort  to  meet  the  de¬ 
mands  for  defense  materials.  New  in¬ 
dustries  are  being  brought  into  produc¬ 
tion  almost  overnight.  Old  ones  are 
being  expanded.  Is  all  of  this  to  satisfy 
the  common  wants  of  humanity?  Cer¬ 
tainly  not. 

Will  we  emerge  from  this  period  of  in¬ 
dustrial  activity  richer  in  the  finer  things 
of  life?  Certainly  not.  But  it  is  just  as 
certain  that  we  will  emerge  a  sadder  and 
wiser  people.  More  food,  more  clothing, 
and  better  housing  as  a  general  objective 
will,  for  a  time  be  sidetracked,  while  the 
Nation  bows  to  the  god  of  war.  And  the 
production  of  the  American  people  will 
be  devoted  to  the  protection  of  democracy 
and  the  four  freedoms,  although  some 
object,  throughout  the  Western  Hemi¬ 
sphere  and  other  parts  of  the  world. 

Such  is  the  contemplated  program. 
Some  have  suggested  that,  in  effecting 
that  program,  we  as  a  Nation,  may  in 
the  end,  sacrifice  our  own  freedom  and 
wind  up  either  as  a  totalitarian  State 
guided  by  a  dictator,  or  as  one  of  a  coali¬ 
tion  of  socialistic  States  in  which  the 
United  States  will  continue  to  play  the 
part  of  Lady  Bountiful  to  Great  Britain 
and  her  colonies.  This  is  the  tragedy 
that  is  unfolding.  In  this  hour  no  citi¬ 
zen  can  sit  smugly  at  home  and  say  that 
the  disintegration  that  has  destroyed 
other  nations  cannot  destroy  ours.  It 
may  happen  here,  but  it  cannot  happen 
here  if  the  people  are  informed.  There¬ 
fore,  it  is  a  duty  of  citizenship  to  be  in¬ 
formed  and  it  is  the  duty  of  government 
to  keep  its  citizens  informed,  and  truth¬ 
fully  informed,  especially  on  fiscal  mat¬ 
ters. 

Mr.  Chairman,  how  many  citizens  do 
you  think  know  how  critical  the  present 
fiscal  situation  has  become?  Is  it  not 
a  fact  that  in  the  good  old  days,  when 
a  citizen,  either  through  carelessness  or 
indolence  or  wasteful  spending,  became 
a  pauper,  the  State  stepped  in  because 
the  pauper  was  a  liability  to  society?  Did 
the  State  attempt  to  capitalize  the  pau¬ 
per?  No;  the  State  attempted  to  feed 
him  and  rehabilitate  him.  We  must  re¬ 
habilitate  our  pauper  Government,  our 
Federal  Treasury.  We  must  stop  the 
wasting.  We  must  reorganize  downward. 
We  must  cut  the  pay  rolls  and  fire  the 
paytrioteers. 

Mr.  Chairman,  for  8  years  this  admin¬ 
istration  has  been  capitalizing  the  poor 
of  the  Nation.  They  have  seized  upon 
an  unfortunate  situation  to  extend  the 
frontiers  of  bureaucracy.  In  fact,  under 
the  guise  of  benevolence,  we  have  been 
treated  to  the  spectacle  of  oligarchy 
masquerading  as  democracy. 

Now,  only  the  people  stand  between 
democracy  and  its  total  collapse.  We 
have  paid  a  fearful  price  for  the  experi¬ 
ments  of  the  past,  and  we  will  continue 
to  pay  and  pay  for  generations.  But, 
Mr.  Chairman,  should  the  warmongers 
drag  us  into  the  present  world  conflict, 


against  the  desires  of  the  people,  the  cost 
of  that  participation  will  overshadow 
anything  heretofore  contemplated. 

Oh,  I  know,  some  will  say  that  this  is 
a  wail  from  the  doghouse.  But  the 
American  people  are  all  in  the  doghouse, 
except  those  who  will  make  millions  out 
of  this  program  and  the  paytrioteers  who 
have  affixed  themselves  to  the  pay  rolls. 

Mr.  Chairman,  I  was  amazed  at  the 
revelation  last  week  before  a  Senate  com¬ 
mittee  that  the  Todd  Shipyard  Co.  had 
made  profits  as  great  as  40  percent,  upon 
certain  contract  work  executed  for  our 
Government. 

I  was  more  startled  when  I  found  that 
in  the  month  of  June  our  per  capita  na¬ 
tional  debt  had  increased  from  $359.60 
to  $368.74,  an  advance  of  $9.14  in  1 
month. 

If  we  continue  to  spend  at  that  rate, 
Mr.  Chairman,  this  means  that  in  the 
present  fiscal  year  each  man,  woman,  and 
child  in  America,  rich  or  poor,  will  be 
obligated  by  his  Government  for  an  ad¬ 
ditional  $108.  This  is  a  fearful  price  to 
pay  for  preparedness  when  we  are  sepa¬ 
rated  from  any  potential  enemy  by  3,000 
miles  of  the  Atlantic  and  6,000  miles  of 
the  Pacific. 

Mr.  Chairman,  during  the  last  12 
months  the  per  capita  circulation  of  cur¬ 
rency  has  been  increased,  the  total  new 
money  being  added  to  the  jackpot  being 
$1,646,616,000.  This  increase  in  the  me¬ 
dium  of  exchange  may  for  the  moment 
confuse  the  people.  But  it  is  only  part  of 
the  scheme  to  capitalize  our  debt.  The 
Nation  will  someday  learn  that  the  mere 
printing  and  circulating  of  paper  money 
does  not  add  to  the  wealth  of  the  Nation 
any  more  than  the  production  of  war 
materials  contributes  to  the  people’s 
fuller  enjoyment  of  the  more  abundant 
life. 

Thus,  I  predict  that  those  who  base 
their  future  economic  security  upon  the 
present  defense  boom  and  its  deficit 
financing  are  due  to  a  rude  awakening 
someday  to  the  truth  of  the  old  adage  by 
Benjamin  Franklin,  “Always  taking  from 
the  meal  box  and  never  putting  in  soon 
comes  to  bottom.” 

Therefore  it  is  with  great  misgivings 
that  I  shall  support  the  new  tax  bill. 
There  are  many  features  that  are  dis¬ 
tasteful  to  me.  As  I  previously  stated,  I 
consider  it  but  a  feeble  gesture  to  stave 
off  national  bankruptcy.  I  say  this  be¬ 
cause  I  know  that  if  we  were  to  liquidate 
the  Federal,  State,  and  local  debts  tomor¬ 
row  or  in  the  next  10  years,  the  liquida¬ 
tion  would  amount  to  a  “wash-out”  of 
all  the  capital  assets  of  the  Nation. 

Mr.  Chairman,  I  do  not  believe  the 
physical  assets  of  the  Nation  are  today 
in  excess  of  $350,000,000,000.  Against 
these  assets  the  billions  in  private  and 
public  debts  are  a  liability  that  unless 
progressively  reduced  and  ultimately 
liquidated  will  crush  our  civilization. 
When  civilization  falls  it  will  fall  not  a 
victim  of  war  but  a  victim  of  political 
and  financial  exploitation  such  as  the 
world  has  never  seen. 

Let  us  then  manfully  face  the  distaste¬ 
ful  fact  that  if  we  do  not  meet  our  obli¬ 
gations  we  must  travel  down  the  long 
road  that  leads  to  any  one  of  three 


places — inflation,  repudiation,  revolution. 
God  forbid  that  such  should  be  our  lot. 

Mr.  CROWTHER.  Mr.  Chairman,  I 
yield  to  the  gentleman  from  California 
[Mr.  Gearhart]  20  minutes. 

Mr.  GEARHART.  Mr.  Chairman, 
there  never  has  been  and  never  will  be  a 
tax  which  was  or  will  be  popular  with 
the  people  who  have  to  pay  it.  To  bor¬ 
row  from  the  vocabulary  of  that  leg¬ 
endary  character  from  the  backwoods 
country  who,  while  a  visitor  at  a  public 
menagerie,  saw  for  the  first  time  the 
somewhat  grotesque  figure  of  a  giraffe: 
“There  simply  ain’t  no  such  animal.” 
And  despite  the  lofty  protestations  of 
those  who  write  me  letters  to  proclaim 
a  burning,  patriotic  desire  to  pay  taxes 
in  greatly  increased  amounts,  I  never  fail 
to  find  the  inevitable  “but”  which  pre¬ 
cedes  the  exposition  of  a  compelling 
reason  why  the  proposed  levies  which 
would  hit  them  if  enacted  into  law  should 
not  be  adopted. 

Even  though  it  is  not  possible  to  write 
a  tax  law  which  is  popular,  I  believe  the 
Ways  and  Means  Committee  in  this  in¬ 
stance  has  done  a  most  excellent  job,  as 
good  a  job  as  could  be  expected  from 
25  men  working  very  often  at  cross¬ 
purposes.  Even  though  I  think  it  is  a 
reasonably  good  job  that  they  have  done, 
there  are  several  provisions  in  the  bill 
to  which  I  cannot  give  my  approval. 
It  is  to  those  provisions  I  desire  to  ad¬ 
dress  my  attention  during  the  few  min¬ 
utes  I  shall  occupy  the  floor. 

I  am  bitterly  opposed  to  the  provision 
which  requires  compulsory  joint  income 
tax  returns  by  husbands  and  wives.  This 
part  of  the  bill  will  be  before  us  for  a 
separate  vote  under  the  5-minute  rule. 
In  view  of  the  importance  of  the  sub¬ 
ject  we  can  well  afford  to  devote  a  con¬ 
siderable  portion  of  our  time  to  a  dis¬ 
cussion  of  this  highly  controversial  pro¬ 
posal.  Although  I  have  not  been  on  the 
floor  constantly  during  this  debate,  during 
the  time  I  have  been  here  I  have  heard 
so  much  said  concerning  the  community 
property  system  which  is  not  true  that 
I  am  constrained  to  devote  a  few  mo¬ 
ments  to  the  question  of  just  what  com¬ 
munity  property  is. 

The  gentleman  from  Oklahoma  [Mr. 
Disney],  who  preceded  me  today,  de¬ 
livered  what  I  will  ever  regard  as  a  most 
effective  presentation  of  his  views  and 
left  the  impression,  unintentionally,  I  am 
sure,  that  all  of  the  income  of  people 
who  happen  to  live  in  the  so-called  com¬ 
munity-property  States  is  community  in¬ 
come  which  is  divisible  for  income-tax 
purposes  as  between  the  parties  to  the 
community. 

Let  me  point  out  that  under  the  law 
of  California  and,  I  think,  of  every  other 
one  of  the  States  which  have  adopted 
the  community  property  system,  persons 
who  happen  to  be  married  to  each  other 
can  hold  property  under  as  many  differ¬ 
ent  systems  as  are  known  to  the  law, 
though,  it  would  seem,  the  community 
property  relationship  is  the  only  one  to 
which  anyone  today  is  giving  any 
thought.  People  who  happen  to  be  mar¬ 
ried  to  each  other  can,  in  their  own 
right,  own  separate  property.  They  can 
own  property  in  common.  They  can  own 
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it,  even  though  they  are  married  to  each 
other,  as  joint  tenants,  with  right  of 
survivorship.  They  can  own  property  in 
California  under  about  every  conceivable 
legal  relationship  that  appertains  any¬ 
where.  The  community  property  sys¬ 
tem  is  not  all-embracing  by  any  means. 
In  a  separate  return  of  a  married  person 
who  resides  in  a  community  property 
State  may  be  contained  income  that  was 
derived  from  separate  property,  estates 
in  common,  joint-tenancy  property  as 
well  as  the  income  which  is  classed  as 
community  income.  In  view  of  this,  the 
comparison  of  the  number  of  separate 
returns  with  the  number  of  joint  returns 
does  not  instantly  reveal  the  full  story. 

I  also  think  that  the  impression  has 
been  left  from  that  which  has  been  said 
by  the  gentleman  from  Oklahoma  and 
other  speakers  that  California  and  the 
other  community  property  States  have 
devised  this  system  for  the  very  purpose 
of  evading,  anyway,  of  avoiding,  the  in¬ 
come  tax  laws  of  the  United  States. 

Let  me  call  your  attention  to  the  fact 
that  the  income-tax  amendment  to  the 
Constitution  was  adopted  in  1913.  Cali¬ 
fornia  and  many,  if  not  all,  of  the  other 
community-property  States  have  been 
community-property  States  during  all 
the  time  they  have  been  a  part  of  the 
Federal  Union.  California  was  admitted 
to  statehood  in  1850.  California  was  a 
community-property  State  then.  It  was 
a  community-property  State  when  it  was 
under  the  flag  of  czaristic  Russia.  It  was 
a  community-property  State  when  it  was 
under  the  flag  of  the  United  States  of 
Mexico.  It  was  a  community-property 
State  when  it  was  a  province  of  the  King 
of  Spain.  So  neither  California  nor  any 
of  these  other  States  which  were  carved 
out  of  territory  that  was  formerly  Mexi¬ 
can,  as  California  was,  can  be  justly 
charged  with  having  devised  this  system 
for  the  purpose  of  reducing  their  Federal 
income-tax  responsibility.  The  income- 
tax  law  is,  comparatively  speaking,  a 
recent  innovation,  but  the  community- 
property  system  is  as  old  as  the  white 
man’s  occupation  of  the  Western  Hemi¬ 
sphere;  yea,  even  older.  It  is  the  appli¬ 
cation  of  the  income-tax  amendment  to 
the  Constitution  upon  the  already  es¬ 
tablished  community-property  system 
against  which  some  in  this  House  are 
today  protesting. 

Mr.  VORYS  of  Ohio.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  GEARHART.  I  yield. 

Mr.  VORYS  of  Ohio.  Would  it  be  pos¬ 
sible  under  the  California  community- 
property  law  for  a  Congressman,  for  in¬ 
stance,  to  divide  his  salary  between  him¬ 
self  and  his  wife  so  that  they  would  each 
make  a  separate  return  and  pay  income 
tax  upon  $5,000? 

Mr.  GEARHART.  Not  only  is  it  pos¬ 
sible  but  that  is  precisely  how  income 
derived  from  the  earnings  of  married 
people  who  live  in  community-property 
States  is  handled.  Under  the  community- 
property  system  the  wages  and  salaries 
of  either  or  both  of  the  spouses  consti¬ 
tutes  the  community  estate  in  which  each 
has  a  definite  one-half  interest.  These 
legal  principles  do  not  apply  to  income 
from  separate  property;  they  do  not  ap¬ 


ply  to  income  from  common  property; 
they  do  not  apply  to  income  from  estates 
in  joint  tenancy,  with  right  of  survivor¬ 
ship.  Subject  to  many  exceptions  which 
arise  in  special  situations  only  that  in¬ 
come  which  is  acquired  by  either  the  hus¬ 
band  or  the  wife  during  the  time  they 
are  married,  from  salaries  or  wages,  or 
from  the  investment  of  saved  salaries  or 
wages,  is  taxable.  Let  me  point  out  again 
in  this  connection  that  any  property  ac¬ 
quired  by  either  spouse  prior  to  marriage, 
together  with  the  rents,  issues,  and  profits 
thereof,  is  separate  property.  Any  prop¬ 
erty  acquired  by  either  of  the  spouses,  in¬ 
cluding  the  rents,  issues,  and  profits 
thereof,  after  matrimony,  by  gift,  devise, 
consent,  or  bequest,  remains  and  is  the 
separate  property  of  the  party  so  acquir¬ 
ing  it. 

Mr.  KNUTSON.  Will  the  gentleman 
yield? 

Mr.  GEARHART.  I  yield  to.  the 
gentleman  from  Minnesota. 

Mr.  KNUTSON.  Does  the  distin¬ 
guished  gentleman  from  California 
maintain  that  because  these  community- 
property  States  had  a  law  which  per¬ 
mitted  separate  returns  at  the  time  they 
went  into  the  Union  we  have  not  the 
right  to  change  that  order? 

Mr.  GEARHART.  For  the  purpose  of 
argument,  I  am  willing  to  admit  that 
Congress  for  Federal  purposes  can  write 
its  own  income-tax  law  as  it  sees  fit.  But 
are  you  not  attaching  altogether  too 
much  importance  to  community-prop¬ 
erty  phases  of  this  problem?  The  ad¬ 
vantage  which  community-property  tax¬ 
payers  enjoy  is  of  small  consequence 
when  compared  to  the  thirteen  billion 
dollars  we  expect  to  raise  by  taxation 
this  year.  The  abolition  of  this  saving 
which  taxpayers  who  happen  to  live  in 
ccmmunity-property  States  will  not  add 
much  to  the  national  exchequer. 

Mr.  KNUTSON.  It  is  going  to  produce 
$350,000,000.  I  would  not  call  that  a 
small  matter. 

Mr.  GEARHART.  That  is  exactly 
what  I  am  trying  to  explain.  By  com¬ 
pelling  by  law  the  filing  of  joint  income- 
tax  returns  you  will  take  a  small  benefit 
from  community-property  taxpayers  and 
impose  on  all  of  the  married  taxpayers 
of  the  country  a  burden  of  $3,000,000,500, 
a  colossal  levy  upon  the  marital  status. 
In  other  words,  you  are  reaching  into  the 
pockets  of  people  who  happen  to  be  mar¬ 
ried  and  gouging  them  to  the  extent  of 
$350,000,000 — married  people  in  every 
State  in  the  Union. 

Mr.  FISH.  Will  the  gentleman  yield? 

Mr.  GEARHART.  I  yield  to  the  gentle¬ 
man  from  New  York. 

Mr.  FISH.  Is  it  not  a  fact  that  these 
very  same  people  under  this  particular 
bill,  these  middle  brackets  and  higher 
brackets  people,  particularly  the  ones  in 
the  middle  brackets  between  $3,000  and 
$50,000,  are  already  soaked  and  swatted 
right  and  left,  taxes  on  the  right,  left  and 
all  around,  and  now  they  want  to  come  in 
here  and  find  some  other  way  to  gouge 
them?  Beyond  it  all,  is  there  not  a 
higher  principle  involved,  that  you  do 
not  want  to  destroy  the  economic  free¬ 
dom  and  the  economic  independence  of 
women  and  set  them  back  50  years. 
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whether  it  involves  $300,000  or  $3,500,- 
000,000? 

Mr.  GEARHART.  I  entirely  agree 
with  the  gentleman  from  New  York.  It 
is  just  an  ingenious  scheme  to  increase 
the  tax  burden  of  people  who  happen  to 
be  married  to  each  other,  because,  as 
someone  figured  out,  three  billion  five 
hundred  million  can  be  gotten  that  way. 

Mr.  Chairman,  I  am  going  to  talk 
about  a  young  fellow  and  a  young  girl 
who  do  not  happen  to  live  in  California 
or  in  any  one  of  the  other  community- 
property  States.  I  am  going  to  tell  you 
what  will  happen  to  them  if  you  write 
this  ill-advised  legislation  upon  the 
statute  books.  For  the  purpose  of  round 
figures  I  am  going  to  take  the  case  of  two 
young  people  o^  opposite  sex,  each  of 
whom  are  earning  $10,000  a  year.  If 
you  think  you  are  merely  getting  even 
with  the  community-property  States  by 
writing  this  on  the  statute  books,  I  will 
ask  you  to  consider  this  case  and  I  think 
you  will  agree  with  me  when  I  conclude 
that  you  are  soaking  yourself  right  on 
your  own  nose  when  you  write  this  joint 
income-tax  proposal  on  the  statute  books. 

So  let  us  consider  the  situation  of  these 
two  young  folks  who  we  will  call,  for 
convenience,  John  and  Jane.  As  single, 
unmarried  persons,  each  of  them  will 
pay  a  tax  under  fhis  new  proposal  of 
$1,469.60.  In  other  words,  they  will  sev¬ 
erally  pay  into  the  Treasury  on  two  in¬ 
dependent  tax  returns  a  sum  which  to¬ 
tals  $2,939.20.  Just  bear  in  mind  that 
their  individual  responsibility  is  $1,469.60. 

If  John  and  Jane  should  happen  to 
fall  in  love  with  each  other  and  get  mar¬ 
ried,  under  the  compulsory  joint  system 
contained  in  the  pending  bill  ana  which 
I  hope  you  will  strike  out,  they  will  sud¬ 
denly  have  their  taxes  hiked  up  to  $4,- 
238.40.  In  other  words,  if  they  get  mar¬ 
ried  they  will  have  to  pay  $1,399.20  more 
than  they  would  have  to  pay  if  they  re¬ 
mained  single. 

If  we  divide  this  additional  tdx  burden 
which  John  and  Jane  will  have  to  carry 
by  two  we  will  find  that,  because  they 
got  married,  each  owes  Uncle  Sam 
$699.60  more  than  he  or  she  would  have 
had  to  pay  if  one  had  been  left  “waiting 
at  the  church.”  If  we  divide  this  annual 
tax  payment  by  12,  we  will  learn  that, 
for  the  privilege  of  living  together  as 
husband  and  wife  they  will  have  to  pay 
to  the  internal-revenue  collector  a  pen¬ 
alty  of  the  not  inconsiderable  sum  of 
$58.20  a  month.  That  is  matrimonial 
bliss  in  a  non-community-property  State 
where  John  and  Jane  happen  to  reside. 

Mr.  RICH.  Will  the  gentleman  yield? 

Mr.  GEARHART.  I  yield  to  the  gen¬ 
tleman  from  Pennsylvania. 

Mr.  RICH.  Suppose  this  same  man 
had  all  the  income.  Suppose  they  got 
married.  We  will  divide  that  income  with 
his  wife,  and  then  they  will  pay  the  fig¬ 
ures  that  the  gentleman  suggested  for  the 
two  of  them.  Suppose  that  man  lived  in 
Pennsylvania  and  he  married  Jane.  We 
cannot  divide  income  in  Pennsylvania. 
He  has  got  to  pay  the  full  tax.  But  in 
California  you  divide  it  up  by  giving  her 
half  of  it,  because  they  live  in  California. 
It  is  like  the  old  saying,  “California,  here 
we  come.” 
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Mr.  GEARHART.  I  prefaced  the  story 
of  the  sad  tax  experiences  of  John  and 
Jane  by  pointing  out  that  they  were  not 
residents  of  a  community-property  State, 
but  of  a  State  which  might  have  been,  for 
purposes  of  the  illustration,  Pennsyl¬ 
vania.  If  you  adopt  the  mandatory  joint 
return,  John  and  Jane,  residents,  per¬ 
haps,  of  your  congressional  district,  are 
the  ones  who  are  going  to  get  soaked  an 
extra  $1,399  simply  because  they  happen 
to  fall  in  love  and  get  married.  They 
are  the  ones  who  are  going  to  have  to  pay 
the  extra  $58  a  month  for  the  privilege 
of  being  married  and  living  together; 
that  is,  each  of  them  will  have  to  pay 
that.  Because  Pennsylvanians  are  going 
to  get  gouged  beyond  all  justice  and  rea¬ 
son,  it  would  be  my  suggestion  that  you, 
as  a  Pennsylvanian,  give  careful  con¬ 
sideration  to  just  what  is  going  to  happen 
to  your  constituents  if  this  iniquitous 
proposal  is  finally  enacted  into  law.  But 
you  just  cannot  seem  to  get  California 
and  the  other  community-property 
States  out  of  your  mind.  Man  alive,  it 
is  time  you  think  about  your  own. 

Mr.  RICH.  If  we  want  to  treat  every¬ 
body  in  the  United  States  alike,  then  we 
have  got  to  write  the  bill  as  it  is  now 
written,  so  that  you  fellows  in  Cali¬ 
fornia  pay  what  we  are  compelled  to  pay 
in  Pennsylvania,  New  York,  and  Ohio. 

Mr.  GEARHART.  The  gentleman  has 
given  expression  to  that  idea  many,  many 
times  and  as  many  times  has  ignored  the 
effect  which  the  adoption  of  this  pro¬ 
posal  will  have  upon  his  own  people.  Let 
us  not  lose  sight  of  the  real  point  in 
issue.  Let  us  not  forget  that  if  you  com¬ 
pel  joint  returns  it  is  going  to  hit  every 
State  in  the  union  alike.  Community 
and  noncommunity  States  are  going  to 
have  to  submit  to  a  terrible  tax  gouging. 
And  in  imposing  this  tax  penalty  on  those 
who  have  entered  the  married  state  don’t 
forget  that  you  are  reversing  the  policies 
of  this  Government  and,  I  think,  of  every 
other  civilized  government  on  the  face  of 
the  earth,  in  that  it  has  always  been  the 
policy  of  government  to  favor  matri¬ 
mony,  to  extend  privileges  to  people  who 
happen  to  be  married,  to  offer  induce¬ 
ments  in  the  way  of  tax  advantages  to 
induce  people  to  get  married.  But  in 
requiring  joint  tax  returns  and  indulg¬ 
ing  the  gentle  art  of  tax  gouging  you  are 
reversing  the  policy  which  has  guided 
government  from  time  immemorial.  Can 
it  be  said  that  we  are  encouraging  matri¬ 
mony  when  we  in  effect  say  to  the  young 
people  of  this  country,  “If  you  get  mar¬ 
ried,  be  prepared  to  take  on  a  tremen¬ 
dously  increased  tax  burden.”  That  a 
tremendously  increased  tax  burden  is  the 
consequence  which  must  be  faced  if  the 
mandatory  returns  section  is  adopted, 
cannot  be  denied.  The  story  of  John  and 
Jane,  which  I  have  recited  must  be  taken 
as  true.  The  tax  figures  which  I  cited 
were  obtained  from  the  staff  of  the  Joint 
Committee  on  Internal  Revenue  and 
Taxation  and  cannot  be  denied. 

Mr.  RICH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  GEARHART.  I  cannot  yield  any 
more. 

Mr.  RICH.  Just  one  question;  I  want 
to  help  the  gentleman  this  time. 


Mr.  GEARHART.  I  do  not  need  it. 
Thanks. 

Speakers  who  have  heretofore  risen  on 
this  floor  and  advocated  this  innovation 
have  denied  that  this  would  constitute  a 
penalty  on  the  marital  relationship.  In 
view  of  the  figures  I  have  just  read  to 
you,  how  can  anyone  escape  that  con¬ 
clusion? 

Mr.  DOUGHTON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GEARHART.  I  yield  to  the  gen¬ 
tleman  from  North  Carolina. 

Mr.  DOUGHTON.  While  I  do  not 
wish  to  get  into  the  colloquy  between  my 
distinguished  friend  and  the  distin¬ 
guished  gentleman  from  Pennsylvania, 
the  gentleman  spoke  of  the  number  of 
people  in  Pennsylvania  who  would  have 
to  pay  more  taxes.  May  I  say  that  in 
the  State  of  Pennsylvania  499,876  per¬ 
sons  made  income-tax  returns,  and  of 
that  number  19,036  made  separate  re¬ 
turns  and  480,840  made  joint  returns. 
That  is,  less  than  4  percent  made  sepa¬ 
rate  returns.  Consequently,  less  than  4 
percent  of  the  people  of  Pennsylvania 
could  be  hurt  by  this  provision  and  they 
are  those  most  able  to  pay  taxes.  The 
96  percent,  who  are  not  so  able  to  pay 
taxes,  would  be  hurt  and  only  4  percent 
would  be  benefited  in  the  State  of  Penn¬ 
sylvania,  according  to  the  figures  if  this 
proposition  were  not  adopted.  Less  than 

4  percent  take  advantage  of  the  privilege 
of  making  separate  returns.  The  other 
96  percent  would  not  be  hurt  by  making 
joint  returns  because  they  are  making 
joint  returns  now.  Continuing  to  make 
joint  returns  could  not  hurt  them. 

Mr.  GEARHART.  True,  in  some 
States,  for  convenience,  married  people 
make  joint  returns.  True,  in  community- 
property  States  married  people  almost 
universally  divide  their  salaries  and  wages 
and  make  separate  returns.  That  is  the 
fact.  To  attempt  to  deny  it  would  be 
futile. 

Mr.  DINGELL.  Let  me  tell  the  gentle¬ 
man  why  they  do  it. 

Mr.  GEARHART.  In  just  a  minute. 

There  is  one  thing  we  are  forgetting 
about  this  proposal  to  require  joint  in¬ 
come-tax  returns  and  that  is  that  in  ad¬ 
dition  to  compelling  everybody  to  file 
joint  income-tax  returns  the  rates  are 
hiked  tremendously.  It  is  the  combina¬ 
tion  of  joint  returns  and  exorbitant  rates 
that  hurt. 

[Here  the  gavel  fell.] 

Mr.  CARLSON.  Mr.  Chairman,  I  yield 

5  additional  minutes  to  the  gentleman 
from  California. 

Mr.  McKEOUGH.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  GEARHART.  I  yield  to  the  gen¬ 
tleman  from  Illinois. 

Mr.  McKEOUGH.  At  this  juncture  I 
think  it  is  well  to  point  out,  and  I  am 
sure  the  gentleman  from  California  will 
agree,  that  there  are  two  factors  involved 
in  the  separate  returns  of  a  man  and 
woman  living  as  husband  and  wife.  The 
first  relates  to  the  community-property 
States.  In  those  particular  instances — 
and  there  are  8  of  them  out  of  the  48 
States — there  can  be  an  arbitrary  divi¬ 
sion,  50-50,  regardless  of  the  source  of 
the  income. 


Mr.  GEARHART.  Prom  salaries  and 
wages. 

Mr.  McKEOUGH.  Yes.  In  the  non- 
community-property  States,  in  the  case 
of  those  who  allocated  their  assets  from 
1913  to  1932,  when  there  was  no  gift  tax, 
they  are  compelled  under  the  law  to  re¬ 
turn  in  their  separate  returns  only  that 
which  is  their  income,  whereas  in  the 
eight  community -property  States  they 
have  the  advantage  of  arbitrarily  dividing 
the  income  50-50.  I  think  that  ought  to 
be  touched  on. 

Mr.  GEARHART.  It  has  been  brought 
out  time  and  time  again  by  not  only 
the  gentleman  himself  but  by  everybody 
who  has  asked  me  to  yield.  I  believe 
everybody  is  thoroughly  impressed  with 
the  fact  that  in  the  community-property 
States  income  derived  from  salaries  and 
wages  can  be  divided  and  separate  re¬ 
turns  may  be  made  by  husband  and  wife. 

In  answer  to  that,  I  again  point  out 
to  you  as  emphatically  as  I  can  that 
that  is  an  insignificant  drop  in  the 
bucket  as  compared  to  the  total  of  Amer¬ 
ican  tax  take.  It  is  of  no  importance 
when  you  consider  what  is  going  to  hap¬ 
pen  in  the  non-community-property 
States.  The  point  I  wish  to  impress 
upon  you  is  that  you  in  the  non-com¬ 
munity-property  States  are  going  to 
take  a  sock  on  the  nose  that  in  the  par¬ 
lance  of  the  prize  ring  is  going  to  knock 
you  cold.  Do  not  forget  that  fact.  Do 
not  forget  you  are  going  to  make  every 
one  of  our  Johns  and  Janes  who  get 
married  in  one  of  the  non-community- 
property  States  pay  a  penalty  of  $58.20 
a  month  each  for  the  privilege  of  get¬ 
ting  married,  assuming  that  they  each 
have  a  $10,000  income.  It  is  going  to 
hit  the  people  in  the  community-prop¬ 
erty  States  a  little  bit  harder  than  you 
in  the  other  States  will  be  hit,  but  the 
blow  that  falls  in  the  non-community 
property  States  will  be  no  love  tap. 

Before  I  leave  this  floor,  Mr.  Chairman, 
let  me  reemphasize  that  which  I  adverted 
to  early  this  afternoon.  In  the  imposi¬ 
tion  of  penalties  upon  the  marriage 
status  you  will  be  reversing  a  policy  that 
is  as  old  as  this  Government,  as  old  as 
every  other  enlightened  government  on 
the  face  of  the  earth,  the  policy  of  offer¬ 
ing  encouragement  to  young  people  to 
enter  into  the  marital  state  by  the  grant¬ 
ing  of  privileges  and  tax  concessions.  If 
you  enact  this  legislation,  you  will  be  tak¬ 
ing  from  women  advantages  they  have 
fought  to  achieve  down  through  the 
years.  For  generations  beyond  number¬ 
ing  women  have  fought  for  economic 
emancipation,  for  the  right  to  be  consid¬ 
ered  persons  before  the  law,  and  for  equal 
treatment  in  their  relation  to  govern¬ 
ment.  If  you  enact  this  highly  contro¬ 
versial  proposal  into  law  you  will  have 
turned  the  course  of  her  advancement 
backward  toward  those  hated  days  when 
womenkind  were  indeed  chattels  of  the 
marital  relationship. 

You  will  hear  more  of  what  is  in  this 
bill  if  you  adopt  this  provision.  You  will 
hear  a  lot  more  about  it  in  the  days  to 
come.  With  every  minute  that  ticks 
upon  the  clock,  with  every  day  that 
passes,  with  every  month  that  you  turn 
on  the  calendar,  you  will  hear  in  increas- 
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ing  crescendo  the  protests  against  this 
reactionary  law  which  takes  from  women 
that  for  which  they  have  been  battling  for 
years  untold.  If  you  vote  for  this  unholy 
provision,  be  prepared  to  meet  a  rising 
issue  that  will  never  be  quieted  until  it 
is  blotted  from  the  statute  books,  erased 
from  the  memory  of  man. 

With  the  indulgence  of  the  member¬ 
ship,  I  would,  Mr  Chairman,  ask  your 
consideration  of  another  section  in  the 
bill.  I  will  not  yield  further. 

RADIO-BROADCASTIN G  NET- RECEIPTS  TAX 

Mr.  Chairman,  section  601  of  the  reve¬ 
nue  bill  of  1941,  which  we  are  now  con¬ 
sidering,  imposes  on  radio-broadcasting 
stations  and  networks  a  graduated  excise 
tax  measured  by  receipts  from  the  sale 
of  time  to  advertisers. 

Newspapers  and  national  magazines, 
with  which  radio  competes  for  advertis¬ 
ing  revenue  with  which  to  maintain  its 
service  to  the  public,  get  off  scot-free. 
Broadcasters,  as  might  be  expected,  ob¬ 
ject  strenuously  to  being  thus  discrimi¬ 
nated  against  by  this  special  levy,  which 
places  them  at  a  disadvantage  in  compet¬ 
ing  for  business  with  newspapers  and 
magazines. 

This  special  penalty  on  radio  advertis¬ 
ing  will  unquestionably  drive  many  ad¬ 
vertisers  from  radio  to  other  competing 
media.  The  resultant  loss  of  revenue 
would  undoubtedly  impair  the  ability  of 
radio  stations  to  serve  the  public  The 
inequity  of  a  special  tax  on  only  certain 
forms  of  advertising  ought  to  be  obvious. 
Hastily  collected  data  would  indicate 
that  broadcast  stations  would  suffer  a  re¬ 
duction  of  50  percent  or  more  in  their  net 
income,  even  after  allowing  for  savings 
in  excess-profits  taxes.  At  least  13  sta¬ 
tions  affected  were  in  the  red  last  year, 
and  as  to  them  the  proposed  tax  would 
be  well-nigh  fatal. 

The  tax  is  in  reality  a  tax  on  the  gross 
income  of  broadcast  stations.  It  is 
standard  practice  for  the  industry  to  en¬ 
ter  into  yearly  contracts  with  advertisers 
at  a  fixed  rate.  Many  of  these  contracts 
protect  the  rate  to  the  advertiser  for 
periods  even  in  excess  of  a  year.  Even  if 
the  advertiser  would  pay  an  increased 
rate,  many  stations  will  be  barred  by  con¬ 
tract  from  attempting  to  pass  the  in¬ 
crease  along  to  the  advertiser.  Thus  the 
certain  result  would  be  decreased  profits 
and  in  many  instances  no  profits  at  all. 
This  would  create  pressure  to  divert  reve¬ 
nues  which  are  now  used  in  the  develop¬ 
ment  of  a  better  broadcast  service. 

Mr.  Chairman,  the  broadcasting  indus¬ 
try  does  not  and  will  not  seek  to  evade  its 
just  and  proportionate  share  of  the  tax 
burdens  which  must  necessarily  be  in¬ 
creased  because  of  the  present  emergency. 
The  industry  does,  however,  object  to 
being  singled  out  as  the  object  of  a  dis¬ 
criminatory  tax.  And,  in  this,  I  think 
they  are  entirely  within  their  rights. 

Broadcast  station  licenses  are  for  only 
1  year.  Substantial  investments  must  be 
amortized  over  a  short  period  of  time. 
Broadcasting  is  a  new  and  rapidly  de¬ 
veloping  art.  Within  a  year  high-fre¬ 
quency — frequency  modulated — broad¬ 
casting  and  television  have  been  author¬ 
ized  to  operate  commercially,  which  will 


require  large  sums  of  capital  for  their 
successful  development.  Manifestly, 
sufficient  profits  must  be  permitted 
to  provide  these  funds.  Who  among  us 
would  contend  that  the  public  interest 
would  be  served  by  a  tax  which  would 
cripple  this  development? 

Broadcasting  obviously  has  an  impor¬ 
tant  role  to  play  in  the  national  de¬ 
fense.  Unnecessary  obstacles  must  not 
be  placed  in  its  way.  In  the  past  year 
broadcast  stations  have  freely  given 
time  on  the  air  to  further  the  recruiting 
programs  of  the  Army  and  Navy,  the 
sale  of  defense  bonds,  and  the  search 
for  skilled  mechanics  for  defense  indus¬ 
try.  The  Civil  Service  Commission  has 
credited  500,000  skilled  workers  to 
broadcasters’  cooperation  in  the  year 
ending  July  23,  1941.  The  commercial 
value  of  the  time  thus  gladly  donated 
runs  into  millions  of  dollars.  Broad¬ 
casters  have  declared  their  intention  to 
continue  to  give  time  in  the  interest  of 
national  defense. 

It  is  interesting  to  recall,  Mr.  Chair¬ 
man,  that  on  July  15,  the  executive  com¬ 
mittee  of  the  National  Association  of 
Broadcasters  adopted  the  following  res¬ 
olution  : 

In  view  of  current  trade  publicity  being 
given  to  a  proposed  advertising  campaign  in 
behalf  of  the  Navy  Department  to  be  placed 
through  one  of  the  large  advertising  agen¬ 
cies,  the  executive  committee  feels  that  the 
purchase  of  time  by  defense  agencies  might 
tend  to  restrict  rather  than  enhance  the 
most  effective  utilization  of  broadcasting 
during  the  present  emergency. 

Therefore  we  wish  at  this  time  to  reaf¬ 
firm  the  industry's  desire  to  continue  its 
present  practice  of  making  its  facilities 
available  at  no  cost  to  Government  agencies 
engaged  in  promoting  the  national -defense 
program. 

To  inform  the  public  of  the  industry's 
position,  it  is  suggested  that  an  announce¬ 
ment  that  all  Government  defense  programs 
being  carried  without  charge  be  used  once 
each  day  by  all  cooperating  stations. 

In  the  light  of  the  broadcasters’  gen¬ 
erous  offer,  it  is  also  interesting  to  recall 
that  the  Navy  Department  advertising 
campaign  is  a  test  campaign  using  only 
newspapers,  which  will  be  paid  $1,000,000 
for  their  defense  efforts  in  this  connec¬ 
tion.  This  serves  only  to  heighten  the 
discrimination  against  radio  inherent  in 
the  proposed  tax. 

The  first  to  agitate  for  a  special,  puni¬ 
tive  tax  on  radio  broadcasting  was  the 
International  Allied  Printing  Trades 
Council,  allegedly  seeking  to  promote 
more  jobs  for  the  printing  trades  by 
means  of  penalizing  radio  advertising. 
It  has  been  noised  about  that  this  tax 
has  the  support  of  the  American  Fed¬ 
eration  of  Labor.  In  contradiction  of 
this  let  me  point  out  that  just  last  week 
William  Green,  president  of  the  A.  F.  of 
L„  wrote  the  chairman  of  the  Ways  and 
Means  Committee  stating  that  the  A.  F. 
of  L.  had  taken  no  position  on  the 
measure. 

To  show  that  all  labor  unions  do  not 
share  the  ideas  of  the  printers,  it  is  only 
fair  to  point  out  that  three  large  A.  F.  of 
L.  unions,  the  International  Brotherhood 
of  Electrical  Workers,  the  American  Fed¬ 
eration  of  Musicians,  and  the  American 


Federation  of  Radio  Artists,  have  regis¬ 
tered  their  opposition  to  this  discrimina¬ 
tory  tax.  Radio  employs  large  numbers 
of  men  and  women  who  are  members  of 
labor  organizations,  and  will  create  many 
more  opportunities  for  employment  in 
frequency  modulation  and  television  if 
the  planned  expansion  of  the  industry  is 
not  prevented  by  the  imposition  of  a  dis¬ 
criminatory  tax  of  the  kind  which  is 
contained  in  this  bill. 

The  broadcasters  are  entitled  to 
equality  of  treatment,  and  they  are  en¬ 
titled  to  no  less. 

Treasury  estimates  indicate  that  less 
than  $5,000,000  in  additional  revenue  will 
be  collected  from  this  source.  Surely  the 
fiscal  program  of  the  Government  could 
not  be  seriously  affected  by  the  elimina¬ 
tion  of  this  discriminatory  levy.  The 
harm  done  to  broadcasting  greatly  out¬ 
weighs  any  advantage  to  the  Government 
from  the  revenues  to  be  derived  from  an 
unjust  and  discriminatory  tax. 

Mr.  Chairman,  point  after  point  could 
be  made  with  telling  effect,  argument 
after  argument  could  be  advanced  to 
establish  that  this  tax  should  not  be 
levied.  But  my  time  grows  short  and  I 
must  bring  these  remarks  to  a  close. 

In  the  name  of  justice  and  fair  play 
let  us  strike  from  the  bill  the  tax  on 
broadcasting,  outdoor  advertising,  and 
the  provisions  which  require  joint  in¬ 
come-tax  returns  by  husbands  and  wives. 

Amendments  to  that  effect  should  be 
adopted. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  15  minutes  to  the  gentleman  from 
California  [Mr.  VoorhisL 

Mr.  VOORHIS  of  California.  Mr. 
Chairman,  I  have  just  heard  from  my 
well-beloved  colleague  from  California 
[Mr.  Gearhart],  in  his  concluding  re¬ 
marks  the  same  sort  of  warning  that  has 
been  issued  to  me  by  many  of  my  good 
friends  in  the  last  few  weeks.  I  think 
I  realize  that  for  a  man  who  comes  from 
a  community-property  State  to  take  the 
position  which  I  am  taking  on  this  mat¬ 
ter  is  probably  not  necessarily  political 
wisdom.  I  am  taking  it  because  I  believe 
I  am  right  and  because  I  believe  that 
the  committee’s  provisions  in  the  bill  on 
this  matter  are  right  under  present  cir¬ 
cumstances. 

I  want  in  the  first  instance  to  say 
this.  If  we  were  in  a  period  in  this  coun¬ 
try  when  it  was  possible  for  us  to  talk 
about  a  reduction  of  taxes  I  would  per¬ 
sonally  like  to  see  us  say  that  through¬ 
out  the  whole  Nation  we  would  permit 
for  tax  purposes  the  kind  of  arrange¬ 
ments  of  separate  returns  for  husband 
and  wife  even  as  to  salaries  as  well  as 
other  income  that  are  in  effect  in  com¬ 
munity-property  States.  But  we  are  not 
in  that  situation.  Indeed,  we  are  in  a 
situation  where  we  have  a  bill  before  us 
today  which  is  an  attempt  to  get  as  much 
revenue  as  we  can  get  because  of  a  great 
national  need.  It  is  important  that  we 
get  it  in  the  fairest  way  we  can  devise  to 
get  it.  We  are  liable  to  have  some  more 
bills  before  the  House  before  we  get 
through,  which  will  be  in  the  nature  of 
precisely  the  same  kind  of  job. 

Mr.  DINGELL.  Mr.  Chairman,  will 
the  gentleman  yield? 
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Mr.  VOORHIS  of  California.  I  will 
but  I  hope  I  will  not  lie  asked  to  yield 
very  many  more  times. 

Mr.  DINGELL.  I  think  we  will  be  able 
to  get  the  gentleman  more  time  if  he  will 
yield.  I  want  to  say  for  the  benefit  of 
the  gentleman  that  there  is  a  proposal 
on  my  part  which  I  trust  will  materialize 
in  the  event  this  provision  should  be 
stricken  from  the  bill,  which  will  bring 
about  exactly  what  the  gentleman  has 
in  mind  of  making  compulsory  split  or 
divided  returns  so  that  the  entire  Nation 
will  have  the  same  benefit  as  the  priv¬ 
ileged,  individual  taxpayers  in  my  State 
have  and  the  same  privileges  that  are  had 
in  the  community-property  States. 

Mr.  VOORHIS  of  California.  The 
gentleman  would  not  press  that  at  this 
time,  I  believe,  would  he? 

Mr.  DINGELL.  I  feel  obliged  to  if 
this  section  is  stricken  from  the  bill. 

Mr.  VOORHIS  of  California.  Oh,  I 
see. 

Mr.  DINGELL.  Because  we  are  con¬ 
fronted  with  a  practical  purpose  or  prob¬ 
lem  of  producing  $323,000,000. 

Mr.  VOORHIS  of  California.  That  is 
exactly  the  point  I  make.  My  colleague 
from  California  who  preceded  me  made 
the  point  that  it  was  not  a  matter  of  con¬ 
cern  just  to  the  people  of  the  commu¬ 
nity-property  States.  He  is  quite  right. 
Indeed,  if  all  there  was  to  this  provision 
of  the  bill  were  a  prohibition  against 
people  in  community-property  States  di¬ 
viding  salaries  for  tax  purposes,  I  would 
be  against  such  a  provision.  But  that  is 
not  all  this  is.  It  is  not  even  the  most 
important  part  of  it.  What  this  bill  says 
is  that  not  only  shall  husbands  and  wives 
in  community-property  States  report 
their  income  as  if  they  were  indeed  a 
family  unit,  but  also  that  people  in  New 
York  and  Illinois  and  every  other  place 
shall  so  report  their  income.  In  looking 
over  the  figures  on  this  sheet,  which  all 
of  you  have  before  you,  I  find  that  in  the 
State  of  New  York  there  were  53,905  sep¬ 
arate  returns  filed  as  against  57,000  such 
returns  in  California,  or  almost  the  same 
number.  Who  are  these  people  in  New 
York,  and  why  is  it  that  in  the  State  of 
California  only  10.9  percent  of  all  the 
people  in  our  State  filed  separate  re¬ 
turns?  It  is  because  as  to  the  other  90 
percent  of  our  people  it  does  not  make  a 
bit  of  difference  whether  they  file  sepa¬ 
rate  returns  or  joint  returns,  because 
their  incomes  are  not  big  enough  for  it  to 
make  any  difference.  That  is  the  reason. 
When  the  gentleman  says  that  every 
young  person  who  contemplates  marriage 
is  going  to  be  confronted  with  a  tax  pen¬ 
alty  against  marriage,  I  beg  to  differ  with 
him  most  fundamentally,  because,  as  a 
matter  of  fact,  not  over  1  percent  of  the 
young  people  in  America  who  might  be 
contemplating  marriage  at  this  moment 
would  be  affected  by  this  matter  in  one 
way  or  another.  No  family  with  an  in¬ 
come  of  less  than  $4,000  is  affected  by  it. 
Furthermore,  I  want  to  say  this  with  a 
great  deal  of  earnestness:  I  am  not  im¬ 
pressed  by  any  arguments  that  have  to 
do  with  a  defense  of  the  sanctity  of  the 
family  which  imply  that  a  part  of  the 
purpose  of  marriage  is  to  derive  pecuni¬ 
ary  benefit  or  escape  part  of  one’s  taxes. 


If  I  did  not  believe  American  family  life 
rested  on  a  more  firm  foundation  than 
that  I  would  be  hopeless  indeed. 

Mr.  GEARHART.  Mr  Chairman,  will 
the  gentleman  yield? 

Mr.  VOORHIS  of  California.  Yes;  I 
should  yield  to  the  gentleman. 

Mr.  GEARHART.  I  do  not  want  to  be 
understood  as  having  based  any  of  my 
argument  on  that  contention. 

Mr.  VOORHIS  of  California.  I  did  not 
say  the  gentleman  did  that. 

Mr.  GEARHART.  In  other  words,  I 
want  to  insert  in  the  Record  at  this  point 
the  statement  that  I  do  not  believe  any¬ 
thing  we  can  do  in  this  Legislative  Hall 
is  going  to  make  decent  people  indecent 
or  moral  people  immoral. 

Mr.  VOORHIS  of  California.  I  know 
the  gentleman  believes  that,  and  I  do 
not  want  it  to  be  understood  that  I  had 
reference  to  any  argument  -hat  the  gen¬ 
tleman  was  making;  but  I  have  certain 
arguments  down  here,  and  the  gentleman 
does  not  care  how  I  characterize  them, 
I  suppose. 

Mr.  GEARHART.  I  understand  that, 
but  I  wanted  to  get  that  off  my  chest  at 
this  time. 

Mr.  VOORHIS  of  California.  Further¬ 
more,  I  believe  that  a  little  personal  il¬ 
lustration  will  be  pardoned  by  the  House. 
I  have  once  in  my  married  life  filed  a 
separate  return  for  tax  purposes,  and  I 
have  been  ashamed  of  myself  ever  since. 
We  went  to  California  in  1928.  This 
matter  of  filing  separate  returns  never 
occurred  to  either  my  wife  or  myself 
during  all  the  years  of  our  married  life, 
nor  did  any  of  my  friends  ever  suggest 
that  there  was  such  a  thing  as  a  sepa¬ 
rate  return,  until  I  was  elected  to  Con¬ 
gress  with  the  prospect  of  the  seemingly 
huge  salary  of  $10,000,  which  I  thought 
at  that  time  was  going  to  be  something 
you  could  not  possibly  dispose  of  in  a 
year,  though  I  found  out  differently  as 
I  discovered  what  the  demands  of  this 
office  are. 

Mr.  FISH.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  VOORHIS  of  California.  In  just  a 
moment.  In  other  words,  my  own  per¬ 
sonal  experience  illustrates  the  fact  that 
what  we  are  talking  about  today  is  the 
question  whether  we  shall  go  on  permit¬ 
ting  people  who  are  in  the  higher  income 
brackets,  by  the  use  of  division  of  income 
between  husbands  and  their  wives,  to 
escape  a  certain  amount  of  the  tax  bur¬ 
den,  which,  from  the  point  of  view  of 
equity  and  economic  justice  ought  to  be 
paid  by  the  family  unit,  since  that  family 
unit  enjoys  the  income  together.  I  yield 
to  the  gentleman  from  New  York. 

Mr.  FISH.  Is  it  not  true  that  in  the 
higher  brackets  they  are  so  high  that 
it  cannot  be  divided  up? 

Mr.  VOORHIS  of  California.  Oh, 
when  you  come  up  to  the  bracket  of 
millions  of  dollars  of  annual  income,  we 
reach  the  point  of  where  the  rates  are 
supposed  to  be  at  the  point  of  diminish¬ 
ing  returns,  and  there  are  no  higher  rates 
above  that  point. 

Mr.  FISH.  Suppose  the  law  were  this 
way;  that  it  did  not  permit  people  to 
make  joint  returns;  then  it  would  be  all 
right;  but  the  law  as  it  is  permits  peo¬ 


ple  to  make  their  choice  as  to  whether 
they  shall  make  a  joint  return  or  sepa¬ 
rate  return.  Why  compel  them  to  do 
this  when  the  law  says  it  can  be  done 
either  way? 

Mr.  VOORHIS  of  California.  The  rea¬ 
son  is  the  need  of  the  Nation  for  this 
$323,000,000  of  revenue,  and  that  is  the 
whole  reason,  so  far  as  I  am  concerned. 
We  realize  that  it  is  necessary  for  the 
Congress  of  the  United  States  at  this 
time  to  show  some  courage  with  regard 
to  the  levying  of  taxes.  If  we  are  going 
to  do  that,  I  think  the  most  important 
principle  that  needs  to  be  followed  is  the 
principle  of  making  the  tax  burden  fall 
with  as  great  justice  as  possible,  in  ac¬ 
cordance  with  equality  of  sacrifice,  be¬ 
cause  the  thing  that  will  cause  resent¬ 
ment  is  the  feeling  on  the  part  of  some 
people  that  they  are  not  being  treated  as 
well  as  others  are  being  treated,  and, 
above  all  things,  it  is  important  that  we 
should  avoid  that. 

Once  again,  to  speak  about  this  matter 
of  the  protection  of  the  family,  I  cannot 
see  for  the  life  of  me  the  point  some  are 
trying  to  make  that  this  is  an  attack  on 
the  institution  of  community  property. 
I  believe  that  every  bit  of  property  or  in¬ 
come  that  belongs  to  me  or  that  I  earn 
belongs  equally  to  my  wife,  or  half  of  it 
to  my  wife,  or,  in  a  very  real  sense,  all 
of  it,  for  that  matter,  and  I  think  that 
is  the  way  the  law  of  the  land  ought  to 
be.  But  when  our  Government  makes  it 
possible  for  us  to  live  together  in  this 
Nation  and  raise  our  children  happily, 
and  then  when  that  Government  comes 
to  the  necessity  of  raising  considerable 
revenue  by  levying  taxes  on  the  people 
of  the  United  States,  and  when  we  know 
that  such  income  as  we  derive  is  used  by 
us  as  a  unit,  I  am  sure  we  do  not  think 
we  should  kick  if  we  are  asked  to  pay 
taxes  on  that  basis. 

I  believe,  as  a  matter  of  actual  fact, 
that  it  might  be  a  very  good  thing  for 
the  institution  of  marriage  if  we  remove 
the  situation  where  a  man  can  now  say, 
if  he  should  want  to,  that  the  fact  that 
he  has  a  wife  is  worth  $100,000  to  him 
in  taxation.  I  just  don’t  believe  that 
marriage  is  that  kind  of  a  venture,  that 
you  can  measure  in  dollars  and  cents. 
And  if  there  are  any  young  people  with 
incomes  in  the  $10,000  bracket — or  even 
the  $5,000  bracket — who  can  be  dissuaded 
from  getting  married  because,  as  it  has 
been  said,  it  will  cost  them  some  tax  pay¬ 
ments,  then  according  to  my  own  view 
of  what  marriage  ought  to  mean  they  had 
probably  better  remain  single. 

Now,  to  state  the  matter  briefly,  we 
have  to  decide  whether  by  requiring  joint 
returns  we  are  going  to  raise  this  $300,- 
000,000  or  whether  instead  of  that  it  is 
going  to  be  necessary  to  go  to  the  people 
in  the  very  lowest  brackets  of  the  income 
tax  and  levy  the  Treasury  percentage  of 
surtax  that  was  proposed  to  the  commit¬ 
tee.  Personally,  I  am  glad  the  committee 
did  what  it  did.  I  think  the  committee 
was  right  in  this  case  in  reducing  the 
surtax  in  these  lowest  brackets  to  5  per¬ 
cent.  If  it  is  possible  to  get  along  with 
the  5  percent  on  these  $2,000-a-year  peo¬ 
ple,  I  do  not  want  it  to  go  any  higher. 
But  I  am  inclined  to  believe  from  what 
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I  know  that  these  several  million  people 
will  get  the  11 -percent  surtax  rate  on  the 
first  bracket  of  taxable  income  unless 
this  provision  for  joint  returns  by  the 
few  thousands  stays  in  the  bill.  In  other 
words,  the  choice  is  whether  the  people 
in  the  lower  tax  brackets  will  bear  this 
burden  or  whether  the  people  in  the 
upper  brackets  shall  bear  it.  That  is 
what  the  choice  means. 

Now,  I  want  to  say  a  few  words  about 
some  other  features  of  the  bill.  The 
committee  was  good  enough  to  hear  me 
when  they  were  having  hearings  on  the 
bill  and  I  delivered  myself  of  some  ideas 
about  taxes  which  seem  to  me  to  be 
important. 

There  are  certain  principles  of  gov¬ 
ernment  and  economic  policy  that  must 
be  considered  in  framing  this  or  any 
other  tax  bill. 

The  first  of  these  is  it  should  be  de¬ 
vised  so  as  to  prevent  the  accumulation 
of  any  great  fortunes  as  a  result  of  this 
national-defense  program.  For  years 
we  have  promised  this.  Now  is  our  op¬ 
portunity  to  demonstrate  our  sincerity. 

Second,  that  while  every  citizen  should 
be  called  on  to  do  his  fair  share,  the  bur¬ 
dens  should  fall  in  accordance  with  the 
principle  of  equality  of  sacrifice. 

The  third  one — and  which  I  believe  is 
important  from  the  revenue  standpoint 
and  from  every  other  standpoint — is  that 
certain  obvious  inequalities  in  present 
taxes  should  be  corrected. 

Fourth,  is  to  arrange  the  tax  bill  in 
such  manner  as  will  be  helpful  in  bring¬ 
ing  about  an  orderly  adjustment  to 
peacetime  industry,  when  the  hopes  for 
time  of  peace  do  return,  without  unem¬ 
ployment  and  depression. 

These  are  the  principles  in  the  light  of 
which  all  provisions  ought  to  be 
considered.  In  connection  with  this  bill 
we  have  heard  the  charge  made  that  all 
the  taxes  of  the  country  were  being  levied 
against  about  5  percent  of  the  people, 
and  that  all  we  were  doing  in  this  bill 
was  making  those  people  pay  more. 

Here  is  a  chart  that  was  made  up  by 
experts  in  the  tax  field  which  shows  the 
proportion  of  income  that  is  paid  in  taxes 
by  the  various  income  classes  of  the 
country.  The  first  column  is  the  people 
who  get  incomes  under  $500  a  year. 
The  second  column  is  $500  to  $1,000  a 
year.  The  third  column  is  $1,000  to 
$1,500,  and  so  on  up  until  you  get  to  the 
$5,000  to  $10,000  and  $10,000  to  $15,000. 
The  lightly  shaded  graphs  indicate  the 
proportion  of  income  paid  in  taxes  by 
these  various  income  groups  before  the 
last  tax  bill  was  passed,  and  the  cross- 
hatched  sections  indicate  that  same 
thing  after  that  tax  bill  was  passed. 

If  you  will  notice,  it  is  true  in  the 
United  States  of  America  today  that 
people  with  incomes  of  less  than  $500 
pay  as  high  a  proportion  of  their  income 
in  taxes  as  people  who  derive  up  to  $5,000 
of  income.  The  poor  people,  by  percent¬ 
age  of  income,  are  paying  more  than 
their  share — not  less.  Why  is  that  true? 
It  is  true  because  the  direct  taxes  that 
everyone  sees,  income-tax  schedules, 
estate  and  gift  taxes,  and  such  taxes  are 
by  no  means  the  whole  tax  burden,  and 
that  the  extent  of  sales  taxes,  excise 
taxes,  and  other  taxes  of  that  character 
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are  in  the  aggregate  so  great  on  the  poor 
families’  pocketbooks  as  to  create  a  sit¬ 
uation  like  this.  Therefore,  if  the  com¬ 
mittee  has  seen  fit  in  any  instance  to  see 
that  this  situation  is  to  some  degree  cor¬ 
rected,  and  the  burden  placed  more 
nearly  on  the  basis  of  equality  of  sacrifice, 
I  stand  with  the  committee  in  so  doing. 
In  this  connection  I  believe  frankly  that 
more  of  the  burden  should  have  been  put 
on  estates  than  has  been  done,  and  that 
the  gift-tax  exemptions  should  have 
been  reduced. 

I  think  the  committee  was  dead  right 
in  not  at  this  time  lowering  the  income- 
tax  exemptions.  I  disagree  with  those 
who  think  the  base  should  have  been 
broadened  again.  The  only  excuse  there 
could  be  for  lowering  those  exemptions 
and  bringing  millions  more  people  into 
the  necessity  of  paying  personal  income 
taxes  in  addition  to  all  other  taxes  that 
they  pay,  would  be  if  we  actually  got  into 
a  situation  where  our  country  was  indeed 
desperate  for  other  sources  of  possible 
revenue,  and  we  are  not  yet  in  that 
desperate  condition.  I  think  the  com¬ 
mittee  is  absolutely  right  about  that. 

Of  course,  members  of  the  committee 
have  already  explained  a  great  many  of 
the  things  I  would  like  to  speak  about, 
and  which  I  shall  not,  therefore,  take  the 
time  of  the  House  to  discuss.  But  one  of 
the  factors  in  this  bill,  one  of  the  loop¬ 
holes  that  now  exists  that  ought  to  be 
eliminated  just  as  much  as  we  can  is  the 
advantage  sopie  have  from  holding  tax- 
exempt  securities.  By  using  the  surtax 
instead  of  the  normal  tax  increase,  of 
course  a  great  proportion  of  the  outstand¬ 
ing  Government  bonds  which  are  exempt 
as  to  normal  tax  but  not  as  to  surtaxes, 
will  be  reached  by  this  tax  bill,  which  I 
think  is  right  and  fair. 

Mr.  REED  of  New  York.  There  are 
$29,500,000,000  of  those  outstanding. 

Mr.  VOORHIS  of  California.  I  thank 
the  gentleman  very  much.  That  is  over 
half  of  the  present  outstanding  public 
debt. 

I  wish,  as  I  have  said  many  times,  that 
it  had  been  possible  to  include  the  so- 
called  Glass  amendment.  I  believe  that 
people  who  derive  income  from  tax-ex¬ 
empt  bonds  ought  to  be  required  to  in¬ 
clude  such  income  when  computing  their 
income  taxes  instead  of  completely  dis¬ 
regarding  such  income  when  they  figure 
their  total  income  for  tax  purposes,  as 
they  can  now  do.  That  portion  of  their 
income  would  not  be  taxed,  of  course, 
but  the  effect  would  be  that  the  tax  they 
did  pay  on  the  rest  of  their  income  would 
be  in  the  bracket  where  they  belong. 
That  is  not  in  the  bill  today.  I  wish  it 
were. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  5  additional  minutes. 

Mr.  VOORHIS  of  California.  I  thank 
the  gentleman  from  North  Carolina. 

With  regard  to  corporation  taxes  and 
excess-profits  taxes,  I  just  want  to  say 
this.  As  a  general  matter,  I  believe  that 
levying  taxes  on  business  for  the  pur¬ 
pose  of  raising  revenue  is  an  undesirable 
tax  policy.  I  think  we  should  derive 
revenue  primarily  from  taxes  on  indi¬ 


viduals,  from  estate  and  inheritance 
taxes  as  much  as  possible  first;  second, 
from  incomes  of  individuals;  third,  from 
excess-profits  taxes,  which  I  believe  at 
a  time  like  this  are  very  important.  But, 
as  to  taxes  on  business  as  such,  I  think 
those  taxes  should  be  devised  for  ether 
reasons  than  revenue.  In  other  words, 
to  accomplish  the  purpose  that  you  want 
to  accomplish,  to  equalize  competitive 
disparities  or  control  monopolies  or 
something  like  that. 

Now  I  come  to  the  matter  of  small 
business.  We  face  a  situation  in  this 
country  today  where  certain  of  the  great¬ 
est  corporations  of  the  country  are  being 
greatly  advantaged  by  the  defense  pro¬ 
gram,  but  where  many  of  the  smaller 
corporations  are  having  a  tough  time  of 
it.  I  would  like  to  see  that  recognized 
more  fully  in  tax  legislation.  I  am  told 
that  the  loss  in  revenue  from  the  exemp¬ 
tion  of  the  very  small  businesses  would 
not  be  serious,  and  I  think  socially  it 
would  be  desirable  in  the  greatest  degree. 

In  connection  with  the  excess-profits 
tax,  I  agree  substantially  with  what  the 
gentleman  from  Tennessee  [Mr.  Cooper] 
had  to  say  the  other  day.  One  thing 
that  I  still  cannot  understand,  although 
I  have  talked  to  some  very  good  people 
about  it,  is  why  a  formula  could  not  be 
devised,  if  you  still  want  to  retain  the 
average-earnings  plan  of  computing  the 
excess-profits  credit.  It  seems  to  me  it 
would  be  possible,  perhaps  on  the  basis 
of  a  careful  review  of  capital  structure 
which  would  have  to  be  made  first,  to  fix 
a  ceiling  above  which  the  excess-profits- 
tax  credit  could  not  go  for  a  corporation 
using  the  average-earnings  plan. 

At  present  there  is  not  any  such  ceil¬ 
ing,  so  a  corporation  may  have  had  earn¬ 
ings  of  any  amount  in  the  base  period 
and  still  not  begin  to  pay  any  excess- 
profits  tax  until  those  earnings  are  ex¬ 
ceeded.  There  are  individual  corpora¬ 
tions  who  may  not  have  made  more  than 
1 -percent  profit  over  the  base  period  but 
there  are  others  that  made  very  high 
earnings  indeed.  I  have  shown  these 
facts  before  in  information  I  have  pre¬ 
viously  placed  in  the  Record.  The  pres¬ 
ent  excess-profits  tax  operates  to  the  ad¬ 
vantage  of  some  of  the  very  largest  cor¬ 
porations,  who  will  not  under  this  situa¬ 
tion  begin  to  pay  excess-profits  taxes 
until  they  get  above,  in  one  case  that  I 
think  of,  25  percent  and  in  another  it  is 
43  percent.  This  is  not  right,  I  believe, 
nor  fair  to  other  corporations  or  other 
taxpayers.  We  should  be  able  to  devise 
an  excess-profits  tax  that  is  more  equi¬ 
table.  And  from  the  standpoint  of  the 
present  situation  it  is  most  important,  if 
we  are  to  prevent  profiteering  in  connec¬ 
tion  with  the  defense  program  that  we 
make  the  excess-profits  tax  as  fair  in  its 
application  and  as  effective  all  around  as 
we  possibly  can. 

Now,  all  of  us  have  heard  from  the  ra¬ 
dio  people  and  the  billboard  people  to  the 
effect  that  they  do  not  believe  the  taxes 
imposed  on  them  in  this  bill  are  fair. 
They  say  their  competitors  in  the  adver¬ 
tising  business  are  not  taxed.  I  believe 
they  may  have  a  point  here,  and  I  hope 
the  committee,  which  alone  can  offer 
amendments  under  the  rule,  will  con¬ 
sider  the  matter.  I  hope  they  will  also 
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consider  the  problem  with  regard  to  re¬ 
conditioned  auto  parts  sold  by  garage 
people  which,  after  all,  ought  not  to  be 
taxed  as  new  manufactured  goods. 

I  have  some  other  ideas  that  I  will  not 
have  time  to  expatiate  on  but  I  would 
like  to  make  a  few  remarks  regarding  the 
long  pull.  For  we  have  got  to  think 
about  that  now.  I  want  to  issue  this 
warning:  Some  day  this  terrible  inter¬ 
national  situation  is  going  to  be  cleared 
up  and  peace  restored.  Some  day  there 
is  going  to  come  a  time  when  the  great 
cry  is  going  to  be  “Now  is  the  time  to 
reduce  taxes.”  I  would  like  to  say  now, 
and  I  intend  to  say  it  over  and  over 
again,  as  long  as  I  have  breath,  that 
when  that  time  comes  there  are  some 
right  things  and  there  are  some  wrong 
things  to  do.  The  problem  then  will  be 
what  to  do  to  sustain  the  flow  of  con¬ 
sumer  purchasing  power  at  a  time  when 
governmental  expenditures  will  have 
been  greatly  curtailed.  The  further 
problem  will  be  to  prevent  the  accumu¬ 
lation  of  huge  idle  savings  in  the  hands 
of  a  few  people. 

What  is  the  right  thing  to  do  about 
taxation  when  that  time  comes?  The 
right  thing  to  do  would  be  immediately 
to  repeal  practically  every  consumption 
and  excise  tax  on  the  books,  and  to  re¬ 
duce  taxes  on  small  business  enterprise. 
The  wrong  thing  to  do  would  be  to  re¬ 
duce  income  taxes  or  inheritance  taxes 
in  the  higher  brackets  of  the  income  tax. 
There  is  where  you  will  get  most  of  your 
pressure.  But  such  a  general  policy  as 
I  have  outlined  would  be  of  great  benefit, 
in  my  judgment,  in  preventing  a  collapse 
such  as  we  might  otherwise  face. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  California  [Mr.  IzacI. 

Mr.  IZAC.  Mr.  Chairman,  I  have  asked 
for  this  time  in  order  to  comment  on  the 
apparent  injustice  of  two  parts  of  this 
bill  which  may  not  yet  have  come  to  the 
attention  of  the  House  but  which  I  am 
sure  will  prove  very  revealing  on  closer 
study. 

Take,  for  instance,  the  tables  on  page 
7  of  the  committee  report.  You  will  find 
there  the  surtax  rate  which,  multiplied 
by  the  person’s  income,  gives  the  surtax 
he  will  pay.  Notice,  please,  the  present 
rates  and  then  in  another  column  the 
rates  proposed  in  this  bill.  Increases  ap¬ 
parently  almost  all  along  the  line,  it  is 
true,  but  the  increases  range  from  zero 
percent  through  hundreds  of  percent  and 
on  up  to  infinity.  Now  look  further  and 
you  will  find  that  the  infinitely  high  in¬ 
creases  are  on  the  lowest  taxable  in¬ 
comes,  those  up  to  $4,000,  and  the  next 
highest  increases  come  on  the  next  to  the 
lowest  taxable  incomes,  where  they  range 
between  300-  and  500-percent  increase. 
Where  do  you  suppose  the  increase  falls 
most  lightly  under  this  new  bill?  Why, 
way  up  there  in  the  quarter-million  class, 
where  it  is  2  percent  and  in  the  million- 
and-up  class  where  there  is  practically 
no  increase:  not  200  or  300  percent  as 
for  the  six-  or  eight-thousand-dollar  in¬ 
come  but  2  percent  and  zero  percent. 
Do  not  let  anyone  tell  you  this  is  a  “soak 
the  rich”  tax  bill.  I  am  afraid  it  can  in 
truth  be  entitled  a  “soak  the  little  fel¬ 
low”  bill.  Now,  let  us  see  in  actual  dol¬ 


lars  and  cents  what  these  increased  sur¬ 
tax  rates  amount  to.  From  this  same 
table  prepared  by  the  committee,  I  quote 
their  own  figures.  The  $6, 000-income 
family  last  year  paid  a  cumulative  surtax 
of  $80.  So  they  have  increased  the  take 
on  that  family  600  percent,  or  $480.  Fig¬ 
ures  for  the  $8,000  family  are  $200  surtax 
last  year  and  $780,  or  nearly  400-percent 
increase  for  this  year  under  this  bill. 
Now  drop  down  and  see  if  the  bigger  in¬ 
comes  are  treated  similarly.  How  about 
the  $50,000  income?  The  new  rates  mean 
less  than  a  50 -percent  increase  in  the 
surtax  from  $11,780  to  $17,320.  And  as 
we  go  higher  the  difference  is  less  pro¬ 
nounced  and  the  increase  finally  ceases 
altogether  and  leaves  the  extremely  high 
brackets  paying  the  same  tax  this  year 
as  last,  although  we  are  all  agreed  that 
the  crisis  confronting  our  country  today 
is  the  very  reason  for  this  drastic  tax 
bill. 

To  show  the  injustice  of  this  policy,  I 
want  to  express  its  results  in  yet  another 
way.  And,  again,  I  use  a  table  compiled 
by  the  committee;  the  one  on  page  8. 
If  we  are  in  a  desperate  situation  and  the 
lives  and  fortunes  of  every  one  of  us  are 
forfeit  for  the  common  defense,  why 
should  not  each  one  of  us  be  called  upon 
for  a  similar  contribution,  similar  as  to 
the  burden  imposed  and  one’s  ability  to 
carry  it?  Is  there  any  similarity  in  the 
figures  I  quote  or  in  the  increased  sacri¬ 
fices  demanded  by  this  bill?  Listen!  The 
$2, 000-income  taxpayer  will  have  $1,890  to 
live  on  after  paying  his  tax  this  year. 
The  $10,000  family  will  have  $8,834  to 
live  on.  They  had  $9,472  last  year,  and 
if  they  filed  separate  returns  it  left  about 
$9,680.  In  other  words,  this  income  fam¬ 
ily  tightens  its  belt  about  a  thousand 
dollars’  worth  more  this  year,  or  one- 
tenth  of  its  total  income  more,  than  last 
year  to  help  the  common  cause.  The 
million-dollar-income  family  on  the  other 
hand  had  $282,417  on  which  to  live  last 
year  and  under  the  new  bill  will  still 
have  $263,481  on  which  to  live  after  pay¬ 
ing  its  income  tax.  There  apparently  is 
no  emergency  so  far  as  this  latter  family 
is  concerned. 

Now  in  like  manner  the  greatest  bur¬ 
den  due  to  the  elimination  of  separate 
returns  by  husband  and  wife  is  in  the 
same  lower  brackets.  The  percentage 
increase  caused  by  the  new  surtax  rates 
plus  joint  returns  will  be  greatest  on 
those  families  with  incomes  of  $2,000  to 
$15,000  per  year,  and  will  mean  an  in¬ 
creased  payment  in  many  cases  of  from 
300  to  500  percent  over  last  year. 
Were  everyone’s  increase  the  same  I 
would  have  no  complaint  but  the  dis¬ 
crimination  resulting  from  the  proposed 
bill  is  obvious.  I  feel  sure  had  the  com¬ 
mittee  considered  the  rates  from  the 
angles  I  have  just  suggested  they  would 
have  been  inclined  to  more  nearly  equal¬ 
ize  the  burden  among  all  income  groups. 
It  is  natural,  of  course,  that  in  a  stupen¬ 
dous  job  of  this  kind  some  errors  are 
bound  to  creep  in.  I  do  commend  the 
committee  on  the  patience  and  under¬ 
standing  displayed  in  trying  to  cover 
every  conceivable  approach  to  the  prob¬ 
lem  of  fair  taxation.  And  the  fact  that 
I  draw  attention  to  only  two  phases  of 
the  proposed  bill  is  a  tacit  admission  on 


my  part  of  my  general  agreement  with 
the  committee’s  views. 

Now  in  this  second  complaint,  and  I 
will  be  brief,  I  draw  to  your  attention 
the  fact  that  in  this  bill  we  propose  to 
tax  two  advertising  media  and  exempt 
all  their  competitors.  We  propose  to 
tax  billboards  and  the  radio,  and  we 
make  the  tax  pretty  stiff,  and  then  we 
say  nothing  about  newspapers,  maga¬ 
zines,  and  other  avenues  of  approach  to 
the  people.  I  have  tried  to  view  this 
from  every  angle  but  for  the  life  of  me 
I  just  cannot  see  the  fairness  of  such  a 
tax  on  one  medium  and  not  on  another. 

The  average  American  is  docile  and 
long-suffering  and  he  will  go  through 
hell  fire  if  fairness  or  principle  demands. 
I  know  he  will  shrink  from  nothing  when 
he  knows  his  country’s  welfare  is  at 
staKe.  You  may  treat  him  rough,  you 
may  deprive  him,  you  may  chastise  him. 
But  there  is  one  thing  you  must  do: 
Treat  him  the  same  as  everyone  else. 
Do  not  discriminate.  Do  not  be  unfair. 
Especially  do  not  hit  him  a  wallop  and 
then  say  to  his  competitor  “We  whacked 
the  other  fellow  but  we  are  going  to  be 
nice  to  you.” 

I  opposed  the  rule  on  this  bill  because 
it  meant  we  could  offer  no  amendments 
to  correct  the  injustices  I  have  en¬ 
deavored  in  these  few  minutes  to  bring 
to  the  attention  of  the  House.  How¬ 
ever,  under  this  same  rule  the  Ways  and 
Means  Committee  itself  has  the  power 
to  bring  in  amendments,  and  I  therefore 
trust  that  before  we  send  this  bill  on  its 
way  to  the  Senate  a  further  effort  will 
be  made  to  make  the  changes  I  have  sug¬ 
gested  in  the  interest  of  equal  burdens 
for  all  and  special  privileges  for  none. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Colorado  [Mr.  Taylor]. 

Mr.  TAYLOR.  Mr.  Chairman,  today  is 
a  holiday  in  Colorado.  On  the  1st  day  of 
August  1876  President  Grant  issued  a 
proclamation  declaring  the  Territory  of 
Colorado  to  thereafter  be  a  State  in  the 
Union.  The  President’s  signature  was 
attested  by  the  Secretary  of  State,  Hamil¬ 
ton  Fish,  the  grandfather  of  our  col¬ 
league  by  that  name.  That  being  the 
centennial  year,  our  State  became  the 
Centennial  State,  and  of  this  fact  all  we 
Coloradoans  are  very  proud.  On  this 
sixty-fifth  birthday  of  my  home  State  I 
desire  to  extend  my  remarks  in  the  Rec¬ 
ord  in  the  nature  of  an  analysis  of  the 
nondefense  appropriations  during  the 
past  and  the  present  fiscal  years.  I  shall 
endeavor  to  show  that  of  the  12  general 
categories  of  nondefense  appropriations, 
7  are  of  such  nature  they  cannot  be 
cut,  and  that  if  we  were  to  take  the  course 
which  is  being  broadcast  so  vociferously 
of  just  cutting  $1,000,000,000  off  the  non¬ 
defense  appropriations  it  would  represent 
30  percent  of  everything  that  is  not  fixed 
charges.  It  would  be  utterly  impractical. 
We  cannot  reduce  the  interest  on  the  na¬ 
tional  debt.  We  cannot  reduce  pensions; 
we  cannot  reduce  a  great  many  fixed 
items.  For  this  reason  I  feel  that  an 
analysis  and  definite  statement  of  these 
nondefense  appropriations  would  be  in¬ 
structive  and  I  trust  counteract  a  very 
erroneous  impression. 
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Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Washington  [Mr. 
Smith]. 

MANDATORY  JOINT  RETURNS  BY  HUSBAND  AND 
WIFE— UNJUST  AND  UNCONSTITUTIONAL 

Mr.  SMITH  of  Washington.  Mr. 
Chairman,  I  desire  to  compliment  the 
distinguished  members  of  the  Rules 
Committee  and  the  Committee  on  Ways 
and  Means  for  their  fairness  in  bringing 
in  a  rule  which  permits  a  separate  dis¬ 
cussion  and  vote  on  the  section  in  this 
measure  requiring  mandatory  joint  in¬ 
come-tax  returns  by  husband  and  wife. 
I  regret  that  owing  to  the  fact  the  rule 
does  not  permit  amendment  of  other  sec¬ 
tions  in  the  bill  which  are  also  objection¬ 
able  to  many  of  my  constituents,  I  felt 
impelled  to  vote  against  the  rule.  In  the 
9  years  that  I  have  had  the  honor  to  be 
a  Member  of  this  body  I  have  never  voted 
for  a  closed  rule,  which  I  consider  to  be 
contrary  to  the  spirit  of  our  democratic 
institutions.  I  have  steadfastly  held  the 
view  that  all  legislation  coming  before 
the  House  for  consideration  should  be 
open  to  full,  free,  and  independent  dis¬ 
cussion  and  action  by  the  entire  member¬ 
ship  of  the  House  the  same  as  in  the 
Senate.  This  tax  revenue  measure  af¬ 
fects  every  home,  every  office,  every  fac¬ 
tory,  and  every  farm,  and  it  will  affect 
the  lives  of  every  man,  woman,  and  child 
in  America.  It  will  be  reflected  in  the 
cost  of  living  and  in  the  price  of  almost 
every  necessity  as  well  as  the  so-called 
luxuries.  It  is  far  too  important  a  piece 
of  legislation  to  be  considered  under  a 
closed  rule. 

Mr.  Chairman,  the  mandatory  joint- 
return  provision  rendering  it  impossible 
for  the  wife  to  make  a  separate  return 
is  particularly  obnoxious  and  unfair  to 
residents  of  the  State  of  Washington, 
whom  I  have  the  honor  in  part  to  repre¬ 
sent.  Our  State  is  one  of  the  nine  States 
which  have  community  property  laws, 
under  which  the  title  is  vested  equally  in 
each  spouse,  namely,  to  one-half  of  their 
property  and  to  one-half  of  the  income 
derived  therefrom.  This  entire  question 
has  been  thoroughly  briefed  by  Hon. 
George  Donworth,  former  Federal  judge, 
of  Seattle,  Wash.  Judge  Donworth’s 
paper  was  read  at  the  Joint  Conference 
of  the  Pacific  Coast  Institute  of  Law  and 
Administration  of  Justice  and  Washing¬ 
ton  State  Bar  Association,  July  27,  1935, 
and  revised  in  June  1937.  It  is  the  most 
logical  and  cogent  analysis  of  the  subject 
which  has  ever  come  to  my  attention  and 
to  my  mind  it  is  unanswerable.  Mr. 
Chairman,  by  permission  of  the  House 
previously  granted,  and  for  the  informa¬ 
tion  of  my  colleagues  who  are  interested 
in  this  vital  question,  which  we  all  should 
be,  I  insert  at  this  point  in  the  Record 
the  address  referred  to,  and  feel  confident 
that  all  Members  will  find  it  very  in¬ 
formative  : 

COMMUNITY  PROPERTY  INCOMES  AND  THEIR 
TAXATION 

Mr.  Chairman,  ladies  and  gentlemen,  In  view 
of  the  provisions  of  the  Federal  Constitution 
relating  to  taxation  of  incomes,  the  authori¬ 
tative  decisions  of  the  Supreme  Court,  and 
the  historical  development,  the  basis  upon 
which  the  Federal  Government  may  impose 
an  income  tax  can  hardiy  be  said  to  be  open 
to  question.  That  the  basis  upon  which  such 


a  tax  is  levied  against  any  individual  is  the 
ownership  of  the  income  by  that  individual 
is  an  established  constitutional  doctrine.  In 
the  case  of  a  community  income  the  husband 
owns  one-half  of  the  income  and  the  wife 
owns  one-half. 

In  1895,  in  Pollock  v.  Farmers  Loan  &  Trust 
Co.  (157  U.  S.  429,  158  U.  S.  601) ,  the  Supreme 
Court  clearly  enunciated  the  proposition  that 
under  the  Constitution  an  income  tax  is  a 
direct  tax  and  that  a  tax  on  the  income  of 
real  or  personal  property  is  a  direct  tax  on 
the  property  producing  such  income.  It  nec¬ 
essarily  resulted,  as  that  Court  declared,  that 
under  the  then  existing  provisions  of  the  Con¬ 
stitution  such  a  tax  could  not  be  imposed 
unless  apportioned  among  the  several  States 
in  proportion  to  population. 

The  impracticability  of  levying  an  income 
tax  in  proportion  to  population  led  to  the 
adoption  of  the  sixteenth  amendment,  taking 
effect  February  25,  1913.  Under  that  amend¬ 
ment  Congress  has  power  “to  lay  and  collect 
taxes  on  incomes  from  whatever  source  de¬ 
rived,  without  apportionment  among  the  sev¬ 
eral  States,  and  without  regard  to  any  census 
or  enumeration.” 

As  the  Supreme  Court  has  since  pointed  out 
(Eisner  v.  Macomber,  252  U.  S.  189;  Bromley 
v.  McCaughn,  280  U.  S.  124),  the  sixteenth 
amendment  did  not  extend  the  taxing  power 
to  new  subjects,  but  merely  removed  the  ne¬ 
cessity  which  otherwise  existed  for  an  appor¬ 
tionment  among  the  States  of  taxes  laid  on 
income.  The  Supreme  Court  said,  in  Eisner 
v.  Macomber  (which  I  call  the  Macomber  case 
to  distinguish  it  from  the  earlier  case  of  Towne 
v.  Eisner,  245  U.  S.  418) : 

“A  proper  regard  for  its  genesis  as  well  as 
its  very  clear  language  requires  also  that  this 
amendment  shall  not  be  extended  by  loose 
construction,  so  as  to  repeal  or  modify,  except 
as  applied  to  income,  those  provisions  of  the 
Constitution  that  require  an  apportionment 
according  to  population  for  direct  taxes  upon 
property,  real  and  personal.  This  limitation 
still  has  an  appropriate  and  important  func¬ 
tion  and  is  not  to  be  overridden  by  Congress 
or  disregarded  by  the  courts.” 

The  word  “incomes”  being  now  in  the  Con¬ 
stitution,  the  definition  of  that  word  and  its 
implications  is  a  function  of  the  Supreme 
Court.  In  exercising  that  function  the  Court 
has  spoken  in  no  uncertain  language.  In  the 
Macomber  case  the  Court  said,  in  defining 
the  meaning  of  the  term: 

“Here  we  have  the  essential  matter:  *  *  * 

a  gain,  a  profit,  something  of  exchangeable 
value  proceeding  from  the  property,  severed 
from  the  capital,  however  invested  or  em¬ 
ployed  and  coming  in,  being  ‘derived,’  that 
is,  received  or  drawn  by  the  ‘recipient’  (the 
taxpayer)  for  his  separate  use,  benefit,  and 
disposal;  that  is,  income  derived  from  prop¬ 
erty.  Nothing  else  answers  the  description.” 

Let  it  be  noted  that  the  parenthetical  ex¬ 
planatory  phrase  “the  taxpayer”  is  not  my 
interpolation.  It  is  the  language  of  the 
Court.  Income  is  something  derived  by  the 
taxpayer. 

The  dissenting  opinions  in  the  Macomber 
case  picture  in  clear  relief  the  substantial 
holding  of  the  Court.  The  dissenting  opinion 
of  Mr.  Justice  Holmes  takes  the  ground  that 
the  word  “incomes”  in  the  sixteenth  amend¬ 
ment  was  used,  not  in  the  sense  announced  in 
the  majority  opinion  of  the  Court,  but  in  a 
broader  sense  conforming  to  a  supposed  com¬ 
mon  understanding  among  the  public.  Nev¬ 
ertheless,  the  above  quoted  declaration  as  to 
the  meaning  and  effect  of  the  amendment 
has  been  expressly  reaffirmed  by  the  same 
Court  and  is  the  established  law.  In  Bromley 
v.  McCaughn  (280  U.  3.  124),  the  Court,  in 
upholding  the  gift  tax  as  an  excise  and  re¬ 
ferring  to  other  cases  where  excise  taxes  of 
various  kinds  with  reference  to  property  had 
been  upheld,  said: 

“It  is  true  that  in  each  of  these  cases  the 
tax  was  imposed  upon  the  assertion  of  one 
of  the  numerous  rights  of  property,  but  each 


is  clearly  distinguishable  from  a  tax  which 
falls  upon  the  owner  merely  because  he  is 
owner,  regardless  of  the  use  or  disposition 
made  of  his  property.” 

In  Taft  v.  Bowers  (278  U.  S.  470)  the  Court 
upheld  the  validity  of  the  provisions  in  the 
Revenue  Act  of  1921  which  required  the  donee 
of  a  gift  to  pay  an  income  tax  on  the  capital 
gain  based  on  the  cost  of  the  gift  to  the  donor. 
In  the  unanimous  opinion,  the  Court  said: 

“Under  “former  decisions  here  the  settled 
doctrine  is  that  the  sixteenth  amendment 
confers  no  power  upon  Congress  to  define  and 
tax  as  income  without  apportionment  some¬ 
thing  which  theretofore  could  not  have  been 
properly  regarded  as  income.” 

So,  in  Home  Savings  Bank  v.  Des  Moines 
(205  U.  S.  503) — not  an  income-tax  case — 
the  Court  said: 

“Taxes  are  assessed  against  persons  upon 
the  property  which  they  own,  not  upon  the 
property  which  others  own.  We  should  be 
reluctant  to  suppose  that  there  has  been  any 
departure  from  this  principle  in  this  law.” 

It  being  established  that  an  income  tax  can 
be  assessed  only  against  the  owner  of  the  in¬ 
come.  the  next  point  for  consideration  is:  By 
what  law  is  the  ownership  of  income  deter¬ 
mined?  It  is  determined  by  the  same  law  as 
the  ownership  of  any  other  class  of  property, 
namely,  by  the  statutes  and  decisions  of  the 
State  in  which  the  property  originates  or  has 
its  situs. 

There  are  48  States  in  the  Federal  Union. 
In  no  2  of  the  States  are  the  statutes  con¬ 
cerning  property  rights  alike.  In  no  2  of 
the  States  are  the  laws  concerning  marriage 
and  the  property  rights  of  married  persons 
of  identical  tenor.  There  are  48  different 
systems  by  which  property  rights  in  general 
and  the  property  rights  resulting  from  the 
marriage  relation  are  determined.  The  legis¬ 
lature  in  each  of  the  48  States  is  supreme  in 
determining  all  such  matters  entirely  with¬ 
out  restraint  so  far  as  concerns  the  sixteenth 
amendment,  which  merely  authorizes  the 
imposition  of  Federal  income  taxes  without 
apportionment.  In  fact,  the  States  are  sub¬ 
ject  to  no  restraint  whatever  in  determining 
the  property  rights  of  their  citizens  not  orig¬ 
inating  under  a  Federal  law  or  treaty  except 
that  imposed  by  the  fourteenth  amendment 
which  prohibits  the  deprivation  of  the  prop¬ 
erty  of  any  person  without  due  process  of 
law.  Aside  from  the  fourteenth  amendment, 
(which  certainly  gives  no  added  Federal  power 
in  connection  with  the  imposition  of  income 
taxes) ,  each  of  the  48  States  is  as  free  to  de¬ 
termine  for  itself  the  results  of  the  marriage 
relation  as  if  it  were  an  independent  nation 
and  the  Federal  Union  had  never  been  formed. 
There  is  no  dissent  on  this  point  in  the  de¬ 
cisions  of  the  Supreme  Court. 

In  Smith  v.  Alabama  (124  U.  S.  465),  the 
Court  said: 

“It  has  never  been  doubted  but  that  this 
entire  body  and  system  of  law,  regulating  in 
general  the  relative  rights  and  duties  of  per¬ 
sons  within  the  territorial  jurisdictions  of 
the  State,  without  regard  to  their  pursuits, 
is  subject  to  change  at  the  will  of  the  legis¬ 
lature  of  each  State,  except  as  that  will  may 
be  restrained  by  the  Constitution  of  the 
United  States.  It  is  to  this  law  that  persons 
within  the  scope  of  its  operation  look  for  the 
definition  of  their  rights  and  for  the  redress 
of  wrongs  committed  upon  them.  It  is  the 
source  of  all  those  relative  obligations  and 
duties  enforceable  by  law,  the  observance  of 
which  the  State  undertakes  to  enforce  as  its 
public  policy.  And  it  was  in  contemplation 
of  the  continued  existence  of  this  separate 
system  of  law  in  each  State  that  the  Constitu¬ 
tion  of  the  United  States  was  framed  and  or¬ 
dained  with  such  legislative  powers  as  are 
therein  granted  expressly  or  by  reasonable 
implication.” 

This  principle  was  well  expressed  by  the 
Supreme  Court  of  Washington  in  Curry  v. 
Wilson  (57  Wash.  £09),  where  the  Court  said: 
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“The  right  of  the  State  to  fix  the  character 
of  property  acquired  by  its  citizens  and  the 
terms  under  which  it  shall  be  holden,  is  a 
right  of  severeignty  and  a  matter  in  which 
the  Congress  of  the  United  States  can  have 
no  concern.” 

In  speaking  of  the  power  of  the  State  to 
control  and  regulate  property  rights  of  mar¬ 
ried  persons,  the  Supreme  Court  of  the 
United  States  said,  in  Neilson  v.  Kilgore  (145 
U.  S.  487) : 

“Marriage  is  a  civil  institution,  a  status,  in 
reference  to  which  Mr.  Bishop  has  well  said 
‘public  interests  overshadow  private  *  *  * 

one  which  public  policy  holds  specially  in  the 
hands  of  the  law  for  the  public  good,  and  over 
which  the  law  presides  in  a  manner  not 
known  in  the  other  departments.” 

In  Ohio  v.  Agler  (280  U.  S.  379),  the  Court 
said: 

“It  has  been  understood  that  the  whole 
subject  of  the  domestic  relations  of  husband 
and  wife,  parent  and  child,  belongs  to  the 
laws  of  the  States  and  not  to  the  laws  of  the 
United  States.  *  *  *  In  the  absence  of 

any  prohibition  in  the  Constitution  or  laws 
of  the  United  States,  it  is  for  the  State  to 
decide  how  far  it  will  go.” 

Similar  declarations  are  made  in  U.  S.  v. 
Hudson  (7  Cranch.  32). 

The  case  of  Kansas  v.  Colorado  (206  U.  S. 
46),  contains  clear  and  excellent  language 
pointing  out  how  restricted  are  the  powers 
cf  the  Government  of  the  United  States  when 
the  attempt  is  made  to  trench  upon  local 
subjects  of  legislation. 

It  is  well  to  bear  in  mind  this  observation 
made  by  the  Court  in  the  last  cited  case: 

“One  cardinal  rule  underlying  all  the  rela¬ 
tions  of  the  States  to  each  other  is  that  of 
equality  of  right.  Each  State  stands  on  the 
same  level  with  all  the  rest.  It  can  impose  its 
own  legislation  on  no  one  of  the  others,  and 
is  bound  to  yield  its  own  views  to  none.” 

In  8  States  of  the  Union,  including 
Washington,  the  property  rights  of  married 
persons  are  governed  by  a  statutory  relation 
generally  known  as  the  community  system. 
The  form  of  the  community  system  differs 
in  each  of  the  8  States,  but  in  all  of  them 
the  marriage  relation  results  in  a  species  of 
partnership  between  husband  and  wife.  In 
the  other  40  States  there  is  no  community 
system.  Nevertheless  it  would  be  distinctly 
erroneous  to  refer  to  these  40  States  as  “com¬ 
mon  law  States.” 

The  rules  of  the  common  law  relating  to 
the  property  rights  of  husband  and  wife  were 
barbarous  rules.  Every  one  of  the  40  States 
that  inherited  those  rules  has  materially 
changed  them,  and  further  statutory  changes 
are  constantly  taking  place.  Uninformed 
persons  not  familiar  with  the  community- 
property  system  and  its  underlying  reasons 
gratuitously  assume  that  that  system  was 
devised  and  put  in  force  by  8  States  for  the 
purpose  of  reducing  the  Federal  income  taxes 
payable  by  their  citizens.  Nothing  could  be 
further  from  the  truth.  With  the  exception 
of  California,  which  in  1927  amended  its 
community-property  statute  (this  amend¬ 
ment  being  more  in  the  nature  of  the  filling 
of  a  hiatus  in  the  law  than  the  adoption  of 
a  new  system),  all  the  community-property 
States  have  retained  their  system  without 
amendment  since  sometime  in  the  last  cen¬ 
tury.  All  of  these  8  States  chose  that 
method  of  regulating  the  property  rights  of 
married  persons  because  they  considered  it 
the  most  just  system.  They  adopted  it  long 
before  the  sixteenth  amendment  was  pro¬ 
posed  or  thought  of. 

Not  only  for  many  years  before  1913,  but 
during  the  period  since  that  date,  the 
amendments  to  the  community-property 
laws  of  those  States  have  been  few  and  minor. 
It  is  a  safe  assumption  that  the  40  non- 
community-property  States  have  in  the  past 
50  years  more  often  and  more  materially 
changed  the  laws  relating  to  the  property 
rights  of  married  persons  than  have  the  com¬ 


munity-property  States.  They  are  progress¬ 
ing  away  in  varying  degrees  from  the  bar¬ 
barity  of  the  common-law  rules  governing 
this  subject.  While  they  are  to  be  congratu¬ 
lated  on  this  progressive  approach  to  marital 
justice,  we  may  express  the  hope  that  they 
will  not  be  led  into  any  “holier  than  thou” 
or  “more  in  the  fashion  than  thou”  attitude 
toward  the  well-tried  and  steadier  system  of 
community  property.  The  community  sys¬ 
tem  is  not  aware  of  any  inferiority  complex. 
Those  who,  living  elsewhere,  read  about  it 
and  register  their  disapproval  without  hav¬ 
ing  experienced  its  workings,  seem  to  re¬ 
gard  it  (quoting.,  I  believe,  Christopher  Mor- 
ley)  “like  a  thoroughbred  bulldog,  ugly 
enough  to  be  attractive.” 

It  is  sometimes  said  by  those  who  would 
attempt  to  change  the  present  method  of 
taxing  community  incomes  that  the  appli¬ 
cation  of  the  income-tax  law  to  citizens  liv¬ 
ing  under  community-property  laws  results 
in  inequality.  The  fact  is  that  the  applica¬ 
tion  of  the  Federal  income-tax  law  to  the 
property  systems  of  all  the  States  results  in 
some  inequality.  As  no  two  States  have  the 
same  local  laws  of  property,  a  Federal  law 
uniform  in  its  terms  throughout  the  country 
necessarily  produces  different  results  in  oper¬ 
ating  upon  different  local  systems.  This  has 
frequently  been  recognized  as  one  of  the 
necessary  results  of  our  Federal  Union. 

As  the  Supreme  Court  pointed  out  in 
Florida  v.  Mellon  (273  U.  S.  12),  differences  of 
State  law  which  may  bring  a  person  within 
or  without  the  category  designated  by  Con-> 
gress  as  taxable  may  not  be  read  into  the 
revenue  acts  to  spell  out  a  lack  of  uniformity. 

The  product  of  a  constant  and  a  variable 
is  of  course  a  variable.  The  only  way  to 
produce  a  uniform  result  in  the  application 
of  a  Federal  income-tax  law  is  to  enact  a 
constitutional  amendment  which  would 
transfer  to  the  Federal  Government  the  pow¬ 
er  to  fix  and  regulate  the  property  rights  of 
married  persons.  No  one,  I  hope,  is  sug¬ 
gesting  that  course.  Such  inequality  as  re¬ 
sults  from  the  application  of  the  Federal  law 
to  the  diverse  property  systems  of  the  48 
States  is  a  part  of  the  price  we  pay  for  our 
Federal  Union.  The  results  of  this  inequal¬ 
ity  have  been  much  exaggerated  by  the  op¬ 
ponents  of  the  community-property  system. 
In  every  one  of  the  40  noncommunity  States, 
husbands  transfer  income-producing  prop¬ 
erty  to  their  wives  and  thus  divide  an  income 
which  otherwise  would  belong  solely  to  the 
husband.  They  make  use  of  many  other 
methods,  lawful  under  their  respective  State 
laws,  for  effecting  transfers  of  income.  They 
voluntarily  do  what  the  citizens  of  the  State 
of  Washington  are  compelled  to  do  and  can¬ 
not  avoid  doing,  namely,  they  vest  in  their 
wives  the  ownership  of  a  part  of  their  ac¬ 
cumulations  received  after  marriage. 

The  sun  shining  from  the  heavens  shines 
uniformly  upon  all  things.  Where  it  shines 
upon  48  different  objects,  there  cannot  be 
48  shadows  of  the  same  length  and  form  un¬ 
less  the  objects  are  of  the  same  height  and 
size.  Though  the  sun  shines  with  uniform¬ 
ity,  men  know  that  diversity  in  their  created 
structures  is  inevitable. 

Such  inequality  as  results  from  the  appli¬ 
cation  of  a  Federal  law  to  situations  arising 
from  the  varying  laws  in  the  48  States  was 
bargained  for  and  agreed  upon  at  Philadel¬ 
phia  in  1787,  where  a  division  of  powers  be¬ 
tween  Federal  and  State  sovereignties  and 
jurisdictions  was  made  a  basic  principle  of 
the  Constitution.  The  same  freedom  of  State 
legislation  was  bargained  for  again  and  agreed 
upon  again  when  the  sixteenth  amendment 
was  adopted.  By  that  amendment  the  people 
of  the  United  States  constitutionally  de¬ 
creed  that  Congress  may  lay  and  collect 
taxes  on  incomes  from  whatever  source  de¬ 
rived,  but  they  conferred  no  power  upon  Con¬ 
gress  to  regulate  property  rights  or  the  re¬ 
sults  of  the  marital  status  in  the  several 
States.  It  is  obvious  that  in  1913  and  prior 


years  when  the  sixteenth  amendment  was 
under  consideration  and  was  adopted,  every¬ 
one  knew  what  is  known  now,  namely,  that 
questions  concerning  the  general  ownership 
of  property  producing  income  in  each  of  the 
several  States  must  be  determined  by  the  laws 
of  that  State.  Then  as  now  the  community 
property  system  was  in  force  in  8  States. 
It  was  a  time-honored  system.  Its  basic 
principles  were  well  known.  From  the  be¬ 
ginning  of  statehood  each  of  these  States 
had  established  and  maintained  the  system 
because  its  citizens  believed  it  to  be  the 
most  just  method  of  defining  the  property 
rights  of  husband  and  wife. 

When  the  power  was  thus  conferred  upon 
Congress  to  tax  incomes  without  apportion¬ 
ment,  the  community-property  system  was 
taken  into  consideration  fully  as  much  as  was 
any  other  of  the  numerous  and  varying  stat¬ 
utory  systems  for  regulating  the  rights  of 
married  persons  existing  in  any  of  the  States. 
There  was  no  uniformity  anywhere.  The 
whole  matter  of  ownership  was  left  to  the 
local  determination  of  the  States,  a»  it  had 
been  in  1787  and  has  been  ever  since. 

The  suggestion  has  been  made  from  time 
to  time  that  Congress  should  amend  the 
income-tax  statutes  so  as  to  hit  in  some 
way  the  community-property  system.  Vari¬ 
ous  devices  have  been  suggested  for  this 
hitting.  One  device  suggested  has  been  that 
Congress  should  by  statute  declare  that  man¬ 
agement  and  control  by  the  husband  are 
considered  equivalent  to  ownership.  This 
reminds  me  of  a  conundrum  that  made  the 
rounds  among  schoolboys  years  ago:  “How 
many  legs  would  a  dog  have  if  you  considered 
his  tail  one?”  The  answer  was,  “He  would 
have  four,  because  considering  it  one  would 
not  make  it  one.” 

It  does  not  require  much  consideration  to 
discern  the  invalidity,  if  not  the  absurdity, 
of  this  suggested  device.  Time  and  again  it 
has  been  decided  by  the  courts,  State  and 
Federal,  that  the  husband’s  power  of  man¬ 
agement  and  control  is  no  more  than  a 
statutory  power  of  attorney,  the  equivalent 
of  an  irrevocable  power  of  attorney  which  a 
wife  may  give  to  her  husband,  or  vice  versa, 
in  any  of  the  States.  Washington  decisions 
embodying  this  conclusion  are  numerous. 
Some  of  them  are : 

Schramm  v.  Steele  (97  Wash.  309);  Olive 
Co.  v.  Meek  (103  Wash.  467);  Marston  v.  Rue 
(92  Wash.  129);  Stewart  v.  Bank  of  Endicott 
(82  Wash.  106);  Bortle  v.  Osborne  (155  Wash. 
585);  Huyvaerts  v.  Roedtz  (105  Wash.  657). 

To  quote  at  length  from  these  decisions 
would  unduly  extend  this  paper.  Time  and 
again  the  Supreme  Court  of  Washington  has 
decided  that  the  community  property,  real 
and  personal,  is  actually  owned  by  two  per¬ 
sons,  namely,  by  the  husband  and  by  the  wife, 
and  that  this  ownership  is  an  actual  legal 
title  vested  equally  in  each  spouse. 

Schramm  v.  Steele  (97  Wash.  309),  may 
be  taken  as  typical.  In  that  case  the  court 
said: 

“The  same  circumstances,  all  of  them  and 
no  others,  which  make  real  estate  community 
property  make  personalty  community  prop¬ 
erty.  The  two  kinds  of  property  are  im¬ 
pressed  with  the  community  character  by 
the  same  facts  and  by  force  of  the  same 
words  in  the  same  defining  statute  All 
property,  whether  real  or  personal,  property 
and  pecuniary  rights  without  exception,  ac¬ 
quired  after  marriage  by  either  husband  or 
wife,  or  both,  otherwise  than  by  gift,  bequest, 
devise  or  descent,  is  community  prop¬ 
erty.  *  *  *  The  provision  of  the  statute 

entrusting  the  husband  with  the  manage¬ 
ment  and  control  of  community  personal 
property  *  *  *  except  he  shall  not  de¬ 

vise  by  will  more  than  one-half  thereof 
(Rem.  C.,  sec.  5917) ,  must  be  construed 
in  the  light  of  this  dominant  fact  of  owner¬ 
ship.  The  property  referred  to  is  community 
property;  that  is,  property  belonging  to  the 
community.  The  husband  is  made,  by  the 
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statute,  the  manager,  not  the  owner  *  *  *. 
To  hold  that  the  whole  substance  of  the 
term  ‘community  property’  as  applied  to  per¬ 
sonalty  consists  in  a  mere  contingent  ex¬ 
pectancy  of  the  wife,  would  make  of  the 
term  ‘community  personal  property’  a  pal¬ 
pable  misnomer.  It  would  take  away  every 
community  element  except  that  the  wife’s 
labors  and  sacrifices  had  helped  to  earn  it. 
It  would  destroy  that  equality  which  it  is 
the  obvious  purpose  of  our  community  prop¬ 
erty  law  to  conserve.  *  *  *  The  words 

of  the  statute  are  generally  no  broader  than 
those  often  employed  in  general  powers  of 
attorney  for  the  management  and  disposi¬ 
tion  of  personal  property;  but  we  have  yet 
to  learn  of  a  case  in  which  such  a  power, 
however  broad,  was  held  to  destroy  the  estate 
of  the  donor  of  the  power  and  subject  the 
property  to  the  personal  debts  of  the  attorney 
in  fact.” 

Many  other  Washington  decisions  are 
equally  clear  and  emphatic  in  upholding  the 
equal  title  and  ownership  of  the  two  spouses 
in  the  community  property,  real  and  per¬ 
sonal,  neither  having  a  superior  title  or 
interest  to  the  other. 

In  Marston  v.  Rue  (92  Wash.  129),  the 
court  used  language  to  the  effect  that  under 
the  Washington  statute  the  community 
property,  real  and  personal,  is  just  as  much 
the  wife’s  as  the  husband’s. 

Kaufmann  v.  Perkins  (114  Wash.  40),  and 
numerous  other  cases  hold  that,  as  to  real 
estate,  conveyances,  and  agreements  for  con¬ 
veyances  and  leases  made  by  the  husband 
alone  are  void,  even  as  against  the  husband. 

A  voluntary  conveyance  of  a  half  interest 
made  to  a  wife  by  a  husband  in  New  York 
can  have  no  greater  effect.  Yet  no  attempt 
is  made  to  tax  the  New  York  husband  for  the 
entire  income  after  making  such  a  convey¬ 
ance.  Even  the  gift  tax  gives  him  liberal 
exemptions,  especially  if  made  by  annual 
gifts  of  $5,000  each. 

The  Supreme  Court  of  the  United  States 
has  considered  and  sustained  the  provisions 
of  State  community-property  statutes  in  a 
variety  of  cases  among  which  are  Arnett  v. 
Read  (220  U.  S.  311),  Warburton  v.  White 
(176  U.  S.  484),  Buchser  v.  Buchser  (231  U.  S. 
157) .  I  discuss  later  two  of  these  cases  which 
decisively  bear  on  our  present  subject. 

Those  who  advocate  the  insertion  in  the 
Federal  income-tax  statute  of  a  declaration 
that  management  and  control  by  the  husband 
with  respect  to  community  property  shall 
be  the  basis  of  the  Federal  income  tax  are 
not  really  content  to  declare  management 
and  control  the  equivalent  of  ownership; 
they  really  propose  to  make  management 
and  control  superior  to  ownership  and  to 
predominate  over  ownership  as  the  basis  of 
the  Federal  tax.  There  is  no  doubt  where 
the  ownership  lies;  hence,  they  wish  to  de¬ 
part  from  ownership  and  base  the  tax  solely 
on  management  and  control.  But  they  pro¬ 
pose  this  only  in  the  case  of  community  prop¬ 
erty.  That  means,  in  effect,  that  they  pro¬ 
pose  this  rule  for  eight  States  only.  They 
do  not  suggest  that  management  and  control 
by  the  husband  be  given  a  like  effect  in  the 
non--ommunity-property  States. 

We  may  note  in  passing,  the  injustice  of 
following  a  State  community-property  stat¬ 
ute  only  to  the  point  of  joining  the  earn¬ 
ings  of  a  husband  and  wife  in  a  common 
fund  and  then  departing  from  that  statute 
insofar  as  it  fixes  the  ownership  in  the  two 
spouses  equally  of  the  fund  thus  created. 
This  injustice  and  the  constitutional  diffi¬ 
culties  involved  are  frankly  recognized  by 
some  writers  on  the  subject.  They  suggest, 
therefore,  with  more  justice  a  uniform  sys¬ 
tem  of  taxing  family  incomes  throughout  the 
United  States,  disregarding  practically  in 
their  entirety  all  State  statutory  provisions 
defining  the  property  rights  of  married  per¬ 
sons. 

The  Supreme  Court  of  the  United  States 
has  decided  in  Arnett  v.  Read  (220  U.  S.  311) 


and  Warburton  v.  White  (176  U.  S.  484)  that 
the  wife’s  vested  interest  in  community 
assets  in  States  having  the  community  sys¬ 
tem  is  property  in  the  constitutional  sense, 
and  that  it  cannot  be  taken  away  from  her 
without  compensation,  by  reason  of  the  four¬ 
teenth  amendment.  That  Court  has  equally 
decided  in  Warburton  v.  White  that  the  man¬ 
agement  and  control  given  by  statute  to  the 
husband  can  be  taken  away  without  com¬ 
pensation  despite  the  fourteenth  amend¬ 
ment,  because  it  is  not  a  property  right 
vested  in  the  husband  but  a  mere  statutory 
agency  subject  to  change  whenever  the  legis¬ 
lature  so  wishes.  The  proponents,  there¬ 
fore,  of  the  management  and  control  device 
seriously  propose  to  base  an  income  tax  upon 
something  which  the  Supreme  Court  has 
held  is  not  property  and  is  not  protected  by 
the  fourteenth  amendment,  namely,  the  right 
of  management  and  control.  And  they 
equally  propose  to  disregard  something  which 
the  Supreme  Court  has  said  is  property  and 
cannot  be  taken  away  without  compensation, 
namely,  the  wife’s  statutory  ownership  of 
her  one-half  interest.  What  chance  there  is 
of  the  upholding  of  such  a  device  as  a  con¬ 
stitutional  Federal  enactment  may  be  readily 
conjectured.  It  seems  not  too  much  to  say 
that  any  proposition  of  departing  from  the 
trail  well  blazed  by  the  Supreme  Court,  the 
trail  of  ownership,  leads  into  a  hopeless 
morass  of  tangled  substitutes.  Let  it  be 
noted  that  in  this  paper  when  I  speak  of  the 
Supreme  Court,  without  other  designation, 
I  mean  the  Supreme  Court  of  the  United 
States. 

We  hear  it  said  that  the  Supreme  Court 
has  upheld  the  imposition  of  an  income  tax 
on  one  who  is  not  the  owner.  An  analysis 
of  the  cases  cited  as  sustaining  that  proposi¬ 
tion  will  show,  I  think,  that  they  do  not  in 
fact  support  it.  In  all  those  cases  it  will  be 
found  that  the  person,  not  the  owner,  against 
whom  the  Supreme  Court  has  held  that  a 
Federal  income  tax  may  lawfully  be  imposed 
was  one  who  had  been  the  owner  and  had 
not  entirely  divested  himself  of  that  owner¬ 
ship.  Of  course,  there  are  numerous  cases 
in  the  bocks  holding  that  a  status  once  es¬ 
tablished  for  taxing  purposes  retains  its 
efficacy  until  completely  changed.  A  partial 
change  does  not  prevent  the  exercise  of  the 
taxing  power  against  one  originally  taxable. 

I  am  reminded  that  I  once  lived  in  the 
town  of  Machias  in  Maine.  There  was  a 
citizen  of  our  town  who  was  going  to  change 
his  residence  to  Cherryfield.  He  said:  “I  will 
beat  the  town  of  Machias  and  the  other 
towns  out  of  1  year’s  taxes.”  The  towns  in 
Maine  have  jurisdiction  to  do  the  assessing 
and  the  taxing,  and  by  statute  they  assess 
and  tax  property  to  the  owner  in  the  town 
where  he  resides  on  the  1st  day  of  April. 

So  on  March  31,  John  Doe,  of  Machias,  ar¬ 
ranging  to  remove  from  that  town,  packed  up 
his  household  goods,  having  already  sold  out 
everything  he  did  not  want  to  take,  and,  with 
his  family,  drove  15  miles  on  the  way  of 
Cherryfield.  He  arrived  at  the  town  of 
Jonesport  in  the  afternoon  of  March  31. 

He  spent  the  night  of  March  31  and  the 
day  and  night  of  April  1  in  Jonesport.  He 
left  Jonesport  about  10  o’clock  on  the  2d  of 
April,  arriving  a  few  hours  later  at  the  town 
of  Cherryfield,  where  he  took  up  his  per¬ 
manent  abode. 

He  said:  ‘‘I  cannot  be  taxed  in  Machias 
because  I  left  there  for  good  on  March  31; 
they  won’t  think  of  taxing  me  in  Jonesport, 
because  I  was  only  passing  through  there  on 
April  1.  As  far  as  Cherryfield  is  concerned, 
I  was  not  living  there  until  the  2d  of  April.” 

His  plan  failed.  They  taxed  him  in 
Machias,  and  the  tax  was  upheld.  The  court 
said  that  for  taxation  purposes  a  status  once 
acquired  continued  until  it  was  completely 
changed.  A  partial  change  was  not  recog¬ 
nized.  His  status  on  April  1  was  that  of  a 
resident  of  Machias,  because  he  had  not  yet 


acquired  any  other  status.  That  is  the  sub¬ 
stantial  principle  that  I  find  applied  in  the 
cases  where  a  person,  no  longer  the  complete 
owner,  is  held  to  be  subject  to  an  income  tax. 

Why  is  it  that  in  all  of  these  cases  the  de¬ 
cision  upholding  the  tax  pursues  the  point 
of  an  interest  retained  by  the  grantor,  the 
former  owner?  It  is  because  the  income  tax 
is  assessed  against  the  owner  and  the  courts 
refuse  to  recognize  an  incomplete  change  of 
ownership.  The  cases  cited  under  this  head 
are:  Reinelce  v.  Smith  (289  U.  S.  172) ;  Burnet 
v.  Wells  (289  U.  S.  670);  Burnet  v.  Leininger 
(285  U.  S.  136),  a  partnership  case  where 
Hoeper  v.  Tax  Commission  of  Wisconsin, 
cited  below,  is  distinguished  but  left  un¬ 
questioned.  All  of  these  are  grantor  cases 
where  a  tax  was  upheld  against  a  grantor 
who  had  not  completely  parted  with  the  title. 
There  is  an  excellent  comment  on  Burnet  v. 
Leininger  in  Lowery  v.  Helvering  (70  Fed. 
(2d)  713). 

It  has  been  suggested  that  Burnet  v.  Wells 
(289  U.  S.  670),  cited  above,  has  a  broader 
implication  than  I  have  indicated.  I  do  not 
think  so.  In  that  case,  by  a  5-to-4  decision, 
the  Court  sustained  an  income  tax  against  a 
grantor,  who,  in  creating  a  trust,  directed 
that  a  part  of  the  income  should  be  applied 
to  the  payment  of  premiums  thereafter  ac¬ 
cruing  on  life-insurance  policies  taken  out  by 
the  grantor  before  the  creation  of  the  trust, 
on  his  own  life  for  the  benefit  of  two  women 
considered  by  the  court  to  be  members  of 
his  family,  an  expenditure  which  the  major¬ 
ity  opinion  speaks  of  as  being  “a  common 
item  in  the  family  budget.”  All  nine  of  the 
justices  recognized  that  a  remaining  inter¬ 
est  in  the  grantor  was  necessary  in  order  to 
uphold  the  assessment  of  an  income  tax 
against  him,  and  that  he  could  be  taxed  only 
for  so  much  of  the  income  as  represented 
that  interest.  It  was  tacitly  assumed  by  all 
that  the  validity,  construction,  and  effect  of 
the  instrument  creating  the  trust  were  to  be 
judged  by  State  laws.  State  laws  also  con¬ 
trolled  as  to  the  construction '  of  the  life- 
insurance  policies.  Congress  had  enacted  a 
special  provision  in  the  Revenue  Act  direct¬ 
ing  that 

“Where  any  part  of  the  income  of  a  trust 
is  or  may  be  applied  to  the  payment  of  pre¬ 
miums  upon  policies  on  the  life  of  the 
grantor  *  *  *  such  part  of  the  income 

of  the  trust  shall  be  included  in  computing 
the  net  income  of  the  grantor.” 

Five  Justices  held  the  statute  to  be  con¬ 
stitutional  because  the  grantor  had  a  con¬ 
tinuing  interest  in  the  policies.  They  were 
at  much  pains  to  point  out  that  it  was  a 
grantor  who  was  taxed,  and  that  his  con¬ 
tinuing  interest  was  substantial. 

Mr.  Justice  Cardozo,  speaking  for  the  ma¬ 
jority,  said: 

“If  the  insurer  without  cause  were  to  re¬ 
pudiate  the  policies,  the  insured  [the 
grantor],  would  have  such  an  interest  in  the 
preservation  of  the  contracts  that  he  might 
maintain  a  suit  in  equity  to  declare  them 
still  in  being  (citing  authorities).  The  con¬ 
tracts  remain  his,  or  his  at  least  in  part, 
though  the  fruits  when  they  are  gathered 
are  to  go  to  someone  else.” 

The  outstanding  fact  is  that  the  Court  in 
the  majority  opinion  upholds  the  constitu¬ 
tionality  of  the  assessment  of  the  tax  only 
because  of  the  continued  interest  of  the 
grantor  who  first  took  out  the  policies  and 
later  created  the  trust. 

In  effect,  all  the  grantor  cases  are  distin¬ 
guished  from  the  community  property  cases 
by  the  court  itself  in  the  Seaborn  Case  (282 
U.  S.  101),  cited  below.  There,  as  shown  in 
the  passage  of  the  opinion  hereinafter  quoted, 
the  Court  pointed  out  the  difference  between 
the  situation  of  a  grantor  technically  part¬ 
ing  with  the  title,  while,  in  fact,  retaining 
ownership  with  its  incidents  in  whole  or  in 
part,  and  the  situation  of  the  husband  under 
the  community  property  system  where  “the 
husband  never  has  ownership." 
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The  leading  case  of  Poe  v.  Seaborn  (282 
U.  S.  101)  and  the  companion  cases  (the  in¬ 
come-tax  cases  dealing  with  community 
property),  decided  in  1930,  make  it  clear 
that  ownership  of  the  income  is  the  basis  of 
the  assessment  of  income  taxes  under  the 
sixteenth  amendment  and  that  that  owner¬ 
ship  is  determined  by  the  local  State  laws. 
That  case  involved  the  community-property 
law  of  Washington  and  held  the  husband 
not  liable  for  a  Federal  income  tax  assessed 
against  him  by  the  commissioner  on  the 
entire  community  income.  The  decision  is 
rested  definitely  on  the  ground  that  only 
one-half  of  the  community  income  belonged 
to  Seaborn,  the  other  half  being  his  wife’s. 
In  decisions  rendered  the  same  day  a  like 
ruling  was  made  as  to  community  incomes 
in  Texas,  Louisiana,  and  Arizona  ( Hopkins 
v.  Bacon  (282  U.  S.  122);  Bender  v.  Pfaff  (282 
U.  S.  127);  Goodell  v.  Koch  (282  U.  S.  118)  ). 

The  three  cases  last  cited  and  Poe  against 
Seaborn  were  test  cases.  The  Government 
there  strongly  asserted  the  theory  that  the 
husband’s  management  and  control  of  com¬ 
munity  property  is  the  equivalent  of  owner¬ 
ship  and  that  to  hold  the  contrary  would  in¬ 
volve  an  unfair  discrimination  against  the 
taxpayers  in  the  40  States  having  other  sys¬ 
tems.  These  contentions  were  fully  consid¬ 
ered  by  the  Court  and  were  overruled.  The 
question  must,  therefore,  be  regarded  as  set 
at  rest  by  these  four  cases,  especially  when 
they  are  read  in  connection  with  the  later 
cases  of  Hoeper  v.  Tax  Commission  of  Wis¬ 
consin  (284  U.  S.  206),  and  Heiner  v.  Don- 
nan  (285  U.  S  312),  hereinafter  discussed. 

For  15  years  the  practice  of  the  Depart¬ 
ment  has  been  in  accordance  with  this  prin¬ 
ciple.  In  April  1920  United  States  Internal 
Revenue  Commissioner’s  office  decision  No. 
426  (2  C.  B.  198)  gave  specific  recognition  to 
the  community-property  laws  of  Texas  and 
Washington,  and  upheld  the  propriety  of 
returns  dividing  the  community  income 
equally  between  the  husband  and  wife. 
Later  in  the  same  year,  by  opinion  of  Attor¬ 
ney  General  Palmer,  the  ruling  was  extended 
to  all  of  the  community-property  States  ex¬ 
cept  California,  where  the  local  State  courts 
had  held  that  under  the  then  existing  stat¬ 
utes  the  wife  had  no  vested  interest  in  the 
community  property  or  income.  In  Febru¬ 
ary  1921  the  second  opinion  of  Attorney  Gen¬ 
eral  Palmer  (32  Ops.  Atty’s.  Gen.  435),  con¬ 
sidered  the  subject  exhaustively  and  adhered 
to  the  ruling  already  announced.  There  has 
since  been  no  departure  from  it.  Various 
attempts  have  been  made  to  persuade  Con¬ 
gress  to  amend  the  income-tax  law  by  the 
insertion  of  language  by  which  the  advocates 
of  a  change  hoped  that  this  established  prac¬ 
tice  might  be  overborne.  Both  Houses  of 
Congress  have  turned  deaf  ears  to  these  pro¬ 
posals. 

The  holdings  of  the  Supreme  Court  may  be 
synopsized,  I  think,  by  stating  that  in  no 
case  has  that  Court  held  any  person  liable  for 
a  Federal  income  tax  unles°  he  was  the  owner 
or  had  been  the  owner  of  the  income  or  the 
property  producing  it  and  had  parted  with 
an  interest  less  than  the  entire  interest,  thus 
retaining  a  substantial  interest  in  himself. 
In  the  Seaborn  case  (282  U.  S.  101),  the 
Court,  speaking  of  Corliss  v.  Bowers  (281 
U.  S.  376)  (a  case  cited  to  the  Court  as  hav¬ 
ing  a  contrary  import) ,  expressed  itself  as 
follows : 

“We  held  that  where  a  donor  retains  the 
power  at  any  time  to  revest  himself  with  the 
principal  of  the  gift  Congress  may  declare 
that  he  still  owns  the  income.  While  he  has 
technically  parted  with  title,  yet  he  in  fact 
retains  ownership  with  all  of  its  incidents. 
But  here  [in  the  Seaborn  case  construing  the 
community  property  law  of  the  State  of 
Washington]  the  husband  never  has  owner¬ 
ship.  That  is  in  the  community  at  the  mo¬ 
ment  of  acquisition.” 

The  case  of  Hoeper  v.  Tax  Commission  of 
Wisconsin  (284  U.  S.  206)  establishes  the 


proposition  that  an  income  tax  assessed 
against  a  husband  cannot  be  increased  by 
reason  or  the  fact  that  his  wife  receives  an 
income  which  she  owns.  That  case,  like 
others  decided  by  the  Supreme  Court,  de¬ 
nies  the  asserted  power  to  add  together  two 
incomes  owned  by  the  husband  and  wife  and 
to  tax  them  as  one  income  to  the  husband. 
It  holds  that  the  Constitution  is  violated  as 
to  the  fourteenth  amendment  when  a  State 
attempts  to  tax  a  husband  ^or  propery  or 
income  which  under  the  State  law  belongs 
to  his  wife. 

In  Heiner  v.  Donnan  (285  U.  S.  312)  the 
Court  states  that  a  course  of  action  pro¬ 
hibited  to  the  States  by  the  fourteenth 
amendment  is  prohibited  to  the  Federal  Gov¬ 
ernment  by  the  fifth  amendment.  It  is  held, 
applying  this  principle,  that  a  Federal  stat¬ 
ute  is  unconstitutional  which  creates  a  con¬ 
clusive  presumption  that  gifts  made  within 
2  years  prior  to  the  donor’s  death  were  made 
in  contemplation  of  death.  The  Court  says 
that  the  conditions  stated  in  the  opinion 
“show  that  to  impose  liability  for  the  tax  as 
a  gift  tax  upon  the  estate,  as  they  in  terms 
require,  is,  in  effect,  to  exact  tribute  from 
the  gains  or  property  of  one  measured  by 
the  gains  or  property  of  another.”  This  hold¬ 
ing  and  this  language  are  pertinent  when  it 
is  proposed  to  add  togetlw  ana  tax  to  the 
husband  in  the  higher  bracket  two  incomes 
which  und-r  State  law  belong  to  two  persons, 
namely,  one  to  the  husband  and  one  to  the 
wife.  The  proposal  becomes  obviously  more 
unwarranted  and  unjust  when  the  husband 
has  also  a  separate  income,  since  in  that  case 
it  is  proposed  to  add  the  two  community  in¬ 
comes  to  the  separate  income  of  the  husband 
and  to  subject  the  husband  to  a  higher  rate 
of  tax  and  surtax  as  a  consequence. 

Nor  can  the  supporters  of  the  proposed 
innovation  find  consolation  in  the  opinion 
of  the  dissenting  judges  in  the  Hoeper  case. 
That  being  the  case  of  a  Wisconsin  State  tax, 
the  tax  was  imposed  by  the  same  legislative 
authority  which  had  established  the  property 
relations  of  husbands  and  wives  and  had 
changed  the  common  law  of  the  State  of 
Wisconsin  in  that  respect.  The  dissenting 
judges  pointed  out  that  Wisconsin,  if  it  so 
desired,  could  have  restored  the  common  law 
and  in  that  way  could  have  vested  the  entire 
ownership  of  the  wife’s  property  in  the  hus¬ 
band.  In  their  view  it  followed  that  the 
Wisconsin  statute  there  in  question  could  be 
treated  as  a  reenactment  of  the  common-law 
property  rights  of  husband  and  wife,  insofar 
as  the  State  income  tax  was  concerned.  That 
is  the  only  ground  that  the  dissenters  appear 
to  have  found  for  questioning  the  validity 
of  the  majority  decision. 

In  the  case  of  a  Federal  income  tax  on 
incomes  owned  by  husbands  and  wives,  no 
such  considerations  exist.  United  States 
statutes  cannot  change  the  relations  or  the 
property  rights  of  husbands  and  wives  in 
any  State.  The  United  States  cannot  re¬ 
enact  the  common  law  as  to  property  rights 
between  husbands  and  wives  in  any  State. 
The  Hoeper  case  is  emphatic  and  is  in  line 
with  the  other  cases  cited  which  declare 
that  there  is  a  constitutional  barrier  to  the 
enactment  of  a  Federal  law  which  would 
join  together  and  tax  as  a  unit  incomes 
which,  under  State  law,  are  owned  by  the 
husband  and  by  the  wife. 

So  far  as  concerns  inheritance  and  estate 
taxes,  little  need  be  added.  It  necessarily 
follows  from  the  provisions  of  the  Washing¬ 
ton  statutes  and  decisions  that  the  wife’s 
interest  in  community  property  is  a  con¬ 
tinuing  interest  existing  during  marriage 
and  thereafter,  and  that  in  case  of  the 
husband’s  death  the  wife  in  no  sense  in¬ 
herits  her  one-half  interest  in  the  com¬ 
munity  property  from  the  deceased  spouse. 
In  the  converse  case',  equally,  the  husband 
is  not  an  inheritor  of  his  one-half,  but  is  a 
continuing  owner  both  before  and  after  the 
wife’s  death.  The  long-established  practice 


of  the  Inheritance  Tax  Department  of  the 
State  of  Washington  in  this  regard  is  too 
well  known  to  justify  further  comment. 

The  Federal  Government  has  uniformly  ad¬ 
hered  to  the  same  method  in  valuing  and 
taxing  the  estates  of  deceased  married  per¬ 
sons.  The  rule  was  made  clear  by  Internal 
Revenue  General  Counsel's  Memorandum  No. 
7773  (August  1930)  in  which  reference  is 
made  to  the  decisions  of  the  United  States 
District  Court  for  the  Northern  District  of 
Texas  in  the  Vincent  and  Underwood  cases. 
In  those  cases  the  decisions  of  the  court 
were  oral  and  consequently  unreported.  In 
the  General  Counsel’s  Memorandum  No.  7773 
it  is  said: 

“In  view  of  the  court’s  decision  in  the  Vin¬ 
cent  and  Underwood  cases  which  are  ap¬ 
plicable  to  the  instant  case,  it  is  the  opinion 
of  this  office  that  the  value  of  B’s  interest  in 
the  community  property  is  not  a  part  of  A’s 
gross  estate  within  the  purview  of  section 
302  (a)  of  the  Revenue  Act  of  1926,  notwith¬ 
standing  the  fact  that  she  elected  to  take 
under  the  will.” 

The  general  principle  stated  in  the  cited 
memorandum  had  been  enunciated  in  de¬ 
partment  rulings  long  previously.  The  only 
question  raised  in  1930,  and  on  which  the 
General  Counsel’s  opinion  was  sought,  was 
whether  a  different  rule  applied  where,  by 
reason  of  testamentary  provisions,  an  elec¬ 
tion  by  the  wife  was  required. 

In  referring  to  the  two  decisions  just  men¬ 
tioned,  the  memorandum  says: 

“In  each  of  those  cases  the  Court  held 
without  written  opinion  that  the  interest  of 
the  wife  in  the  community  estate  was  not  a 
part  of  her  deceased  husband’s  grcss  estate. 
The  Government  did  not  appeal  from  these 
decisions.” 

I  believe  no  question  has  been  suggested 
as  to  the  propriety  of  this  long-established 
practice  in  the  application  of  the  laws  gov¬ 
erning  the  Federal  and  State  estate  and  in¬ 
heritance  taxes. 

George  Donworth. 

Note  1.  In  Blair  v.  Commissioner  of  In¬ 
ternal  Revenue  ( — -  U.  S.  ),  decided  Febru¬ 
ary  1,  1937,  the  unanimous  opinion  of  the 
Court  cites  twice  with  approval  Pee  v.  Sea¬ 
born  (282  U.  S.  101)  in  support  of  the  propo¬ 
sition  that  the  decisions  of  the  State  courts 
are  final  as  to  property  rights  and  that  Fed¬ 
eral  income-tax  liability  attaches  to  owner¬ 
ship  of  the  income  as  defined  by  State  laws. 

Note  2.  While  for  obvious  reasons  the  State 
statutes  and  decisions  cited  in  the  foregoing 
paper  are  those  of  the  State  of  Washington, 
it  follows  under  the  decisions  of  the  Su¬ 
preme  Court  of  the  United  States  therein 
discussed  that  the  conclusion  reached  is 
equally  applicable  to  community  incomes  re¬ 
ceived  by  residents  of  the  other  seven  States 
where  the  community-property  system  is  in 
force. 

On  February  19,  1934,  our  former  col¬ 
league,  Hon.  Morgan  G.  Sanders,  of 
Texas,  delivered  a  speech  in  the  House  in 
which  he  discussed  the  subject  of  income- 
tax  returns  on  community  property  at 
great  length  and  quoted  copiously  from 
discussions  by  the  United  States  Supreme 
Court.  I  feel  that  it  should  be  read  by 
every  Member  of  the  House  before  voting 
on  this  important  legislation.  By  leave 
previously  obtained,  I  insert  the  speech 
by  former  Congressman  Sanders  at  this 
point: 

Income  Returns  on  Community  Property 
(Speech  of  Hon.  Morgan  G.  Sanders,  of  Texas, 

in  the  House  of  Representatives,  Monday, 

February  19,  1934) 

Mr.  Sanders.  Mu  Chairman,  I  had  not  in¬ 
tended  to  make  any  remarks  on  the  present 
bill;  but  in  view  of  the  fact  that  some  Mem¬ 
bers  of  the  House  have  criticized  in  their 
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speeches  the  action  of  the  Committee  oil  Ways 
and  Means,  by  reason  of  the  fact  that  the 
community-tax  proposition  was  left  out  of 
the  bill,  I  deem  it  proper  to  defend  the  com¬ 
mittee  by  stating  certain  facts. 

One  of  the  most  ardent  critics  has  been  the 
gentleman  from  Kentucky  [Mr.  Brown). 
The  Ways  and  Means  Committee  has  been  in 
session  since  December  4  last;  and  if  the 
gentleman  from  Kentucky  [Mr.  Brown]  had 
any  information  on  the  subject,  I  submit  that 
in  all  fairness  it  was  his  duty  to  come  before 
the  committee  and  give  the  committee  the 
benefit  of  his  knowledge  on  this  subject.  He 
did  not  do  so,  but  contented  himself  until  the 
bill  came  before  the  House,  and  then  made  a 
speech  in  which  he  talked  about  "Horse 
sense  and  stable  thinking.”  The  supposition 
on  the  part  of  some  folks  that  community 
property  States  are  enjoying  special  privileges 
has  been  current  for  some  time,  and  this  par¬ 
ticular  subject  I  will  deal  with  hereafter,  but 
first  permit  me  to  give  you  a  little  history 
in  regard  to  the  origin  of  community  property 
law,  given  by  Mr.  Lewis  in  his  dissenting 
report : 

"While  the  community  systems  of  the  eight 
community-property  States  in  their  varying 
forms  came  from  the  Spanish  and  French,  the 
origin  was  in  the,  communal  forms  of  Ger¬ 
manic  law.  The  Goths  brought  the  institu¬ 
tion  of  marital  community  into  southwestern 
France  and  Spain,  and  in  the  latter  country  it 
became  the  law  of  the  land  under  a  Gothic 
conqueror.  In  France,  however,  it  remained 
in  the  southwest  Provinces  until  adopted  in 
the  Code  Napoleon.  Community-property 
law  was  brought  to  the  New  World  of  Spanish 
dominion,  but  in  Louisiana  an  earlier  Spanish 
law  had  later  superimposed  upon  it  the  pro¬ 
visions  of  the  Code  Napoleon.  The  Texas  law, 
though  primarily  from  the  Spanish,  also  shows 
traces  of  French  influence.  The  States  of 
California,  Nevada,  New  Mexico,  and  Arizona 
came  into  their  community-property  laws  by 
direct  influence  during  Colonial  times,  as  did 
Texas  and  Louisiana.  Washington  and  Idaho, 
however,  adopted  their  laws  from  the  older 
States.” 

This  question  of  community-property  taxa¬ 
tion  was  considered  in  the  Seventy-first  Con¬ 
gress  when  Mr.  Hawley  was  chairman  of  the 
Ways  and  Means  Committee.  Mr.  Hawley 
presented  House  Joint  Resolution  340,  which 
was  to  extend  the  time  for  the  assessment, 
refund,  and  credit  of  income  taxes  for  1927 
and  1928,  in  the  case  of  married  individuals 
having  community  income.  The  resolution 
was  read  and  is  of  record  on  page  9963  of  the 
Record  of  the  Seventy-first  Congress,  second 
session.  Mr.  Hawley  advocated  the  passage 
of  the  resolution.  Mr.  Garner,  now  Vice 
President  of  the  United  States,  was  at  that 
time  a  member  of  the  Ways  and  Means  Com¬ 
mittee.  Mr.  Garner  made  this  statement: 

“1  happen  to  represent,  in  part,  one  of  the 
States  involved  in  this  transaction,  probably 
the  largest  taxpaying  State  of  the  seven.  In 
1927,  when  we  passed  the  internal  revenue 
act,  there  was  quite  a  contest,  and  you  will 
recall  section  1212,  in  which  we  undertook  to 
settle  the  back  taxes  of  these  community  es¬ 
tates.  There  was  some  objection  to  it,  and  we 
finally  compromised  by  an  agreement,  in  sub¬ 
stance,  between  the  Treasury  Department  and 
the  representatives  of  these  five  or  seven 
States — Texas,  Louisiana,  Oregon,  Washing¬ 
ton,  and  other  Western  States.  We  entered 
into  an  agreement  that  we  would  take  the 
cases  from  these  various  States  into  the  Fed¬ 
eral  courts  and  on  through  to  the  Supreme 
Court  as  quickly  as  possible  to  determine  the 
legal  question  involved.  Suits  were  insti¬ 
tuted.  I  have  in  mind  particularly  the  one 
that  was  instituted  in  Texas  at  Fort  Worth. 
The  court  held  that  in  Texas  they  had  the 
right  to  make  a  separate  return;  that  is,  Mrs. 
Garner  and  myself,  for  instance,  had  the  right 
to  make  a  separate  return  under  the  Consti¬ 
tution.  The  Government  appealed  the  case, 
and  it  went  to  the  Fifth  Circuit  Court  of  Ap¬ 


peals,  and  the  court  there  sustained  the  dis¬ 
trict  court.  It  is  now  pending  in  the  Supreme 
Court  and  is  set  down  for  argument  on  Octo¬ 
ber  20  of  this  year.  The  statute  of  limita¬ 
tions  will  begin  to  run  against  the  Govern¬ 
ment  in  favor  of  the  people  of  Texas  on  March 
15  next  for  1927,  because  we  had  a  3-year  lim¬ 
itation  then,  and  on  March  15,  as  to  1928,  be¬ 
cause  we  have  now  only  a  2-year  limitation. 
So  we  must  either  pass  this  bill,  or  the  Treas¬ 
ury  Department  will  be  compelled  to  notify 
every  taxpayer  in  all  these  seven  States  by 
one  of  their  60-day  letters  that  these  taxes 
are  due  for  1927  and  1928,  and  they  will  have 
to  do  this  about  the  1st  of  next  January  or 
February.” 

Then  Mr.  Chindblom,  a  Republican,  and 
one  of  the  ablest  Members  of  the  House  and 
an  able  and  outstanding  member  of  the  Ways 
and  Means  Committee  at  that  time,  made 
this  statement: 

“I  want  to  say  that  this  case  is  exceptional 
and  different  from  the  large  mass  of  cases  in 
which  we  are  very  often  requested  to  waive 
or  extend  the  statute  of  limitations.  This  is 
a  case  where  the  rights  of  citizens  under  the 
laws  of  the  States  are  involved;  where  the 
Federal  Government  sets  up  one  claim  and 
the  citizens  of  five  States  set  up  other  claims 
based  upon  their  own  constitutions  and,  in 
addition,  when  the  matter  was  before  the 
committee,  it  was  understood,  and  it  has  been 
understood  all  the  time  subsequently  that 
the  eventual  determination  of  the  matter 
would  depend  upon  the  conclusion  of  the 
suits  pending  in  the  Supreme  Court  of  the 
United  States.” 

Let  me  applaud  the  statement  of  the  gen¬ 
tleman  from  Illinois,  Mr.  Chindblom,  who 
said  that  it  was  a  matter  where  the  rights  "of 
the  citizens  under  the  laws  of  the  States  are 
involved.” 

The  resolution  was  agreed  to,  and  the 
community-property  States  kept  faith  with 
the  promise  to  have  this  matter  tested  in 
the  courts  of  our  country.  Tire  case  to  which 
Mr.  Garner  referred  was  that  of  Hopkins,  col¬ 
lector  of  internal  revenue,  against  Bacon, 
which  decision  was  rendered  on  November  24, 
1930,  and  which  is  to  be  found  in  volume 
282,  page  122,  of  the  Reports  of  the  Supreme 
Court  of  the  United  States.  Before  giving 
you  this  decision  in  full,  I  want  to  call  your 
attention  to  the  fact  that  in  that  decision 
the  Court  held: 

“The  interest  of  a  wife  in  community  prop¬ 
erty  in  the  State  of  Texas  is  properly  char¬ 
acterized  as  a  present  vested  interest,  equal 
and  equivalent  to  that  of  her  hunband;  and 
under  sections  210  (a)  and  211  (a)  of  the 
Revenue  Act  of  1926,  she  and  her  husband 
are  entitled  to  make  separate  returns  each 
of  one  half  of  the  community  income.” 

I  now  give  you  the  opinion  of  the  Supreme 
Court  of  the  United  States  on  that  case  in 
full: 

"This  case  comes  here  on  writ  of  certiorari 
to  the  Circuit  Court  of  Appeals  for  the  Fifth 
Circuit.  It  involves  the  same  questions  with 
respect  to  community  income  under  Texas 
law  as  are  involved  in  Poe  v.  Seaborn,  ante, 
page  101,  and  Godell  v.  Koch,  ante,  page  118, 
under  the  law  of  Arizona  and  Washington. 

"Respondent  was  assessed  additional  in¬ 
come  tax  for  1927  because  he  and  his  wife 
had  made  separate  returns  and  had  each  re¬ 
turned  one-half  of  the  community  income, 
whereas  the  Commissioner  of  Internal  Rev¬ 
enue  asserted  that  the  respondent  must  re¬ 
turn  the  whole  thereof.  Respondent  paid 
under  protest,  brought  suit  in  the  District 
Court  (27  Fed.  (2d)  140),  and  recovered 

judgment.  The  collector  appealed  and  the 
Circuit  Court  of  Appeals  affirmed  the  judg¬ 
ment  (38  Fed.  (2)  651). 

"In  view  of  our  decision  in  Poe  v.  Seaborn, 
supra,  the  only  matter  to  be  examined  here 
is  whether  under  the  community  property 
system  of  Texas  the  wife  has  a  mere  ex¬ 
pectancy,  as  she  would  under  the  law  of 
California  (cf.  United  States  v.  Robbins,  269 


U.  S.  315),  or  on  the  contrary  has  a  proprie¬ 
tary  vested  interest  in  the  community  prop¬ 
erty  such  as  makes  her  an  owner  of  one-half 
of  the  community  income. 

“The  statutes  contain  sweeping  provisions 
as  to  what  shall  be  included  in  community 
property.  They  provide  that  each  spouse 
shall  have  testamentary  power  over  his  or 
her  respective  interest  in  the  community 
property.  In  the  event  of  failure  to  exer¬ 
cise  such  testamentary  power  they  provide 
that  the  property  shall  go  in  the  first  in¬ 
stance  to  the  descend  .nts  of  the  deceased 
spouse.  They  provide,  as  is  usual  in  the 
States  having  the  community  system,  that 
the  husband  shall  have  power  of  manage¬ 
ment  and  control  such  that  he  may  deal 
with  community  property  very  much  as  if  it 
were  his  own.  In  spite  of  this,  however,  it  is 
settled  that  in  Texas  the  wife  has  a  present 
vested  interest  in  such  property  ( Arnold  v. 
Leonard,  114  Tex.  535).  Her  interest  is  said 
to  be  equal  to  the  husband’s  ( Wright  v. 
Hays’  Administrator,  10  Tex.  130).  It  is  held 
that  the  spouse’s  rights  of  property  in  the 
effects  of  the  community  are  perfectly 
equivalent  to  each  other  (Arnold  v.  Leonard, 
supra).  These  expressions  as  to  the  wife’s 
interest  are  confirmed  by  the  authorities 
holding  that  if  the  husband  as  agent  of  the 
community,  acts  in  fraud  of  the  wife’s  rights, 
she  is  not  without  remedy  in  the  courts 
( Stramler  v.  Coe,  15  Tex.  211;  Martin  v. 
Moran,  32  S.  W.  904;  Watson  v.  Harris,  130 
S.  W.  237;  Davis  v.  Davis,  186  S.  W.  775). 

“The  applicable  statutory  provisions  are 
noted  in  the  margin. 

“In  view  of  what  has  been  said  in  Poe  v. 
Seaborn,  supra,  it  remains  only  to  say  that 
the  interest  of  a  wife  in  community  prop¬ 
erty  in  Texas  is  properly  characterized  as  a 
present  vested  interest,  equal  and  equivalent 
to  that  of  her  husband,  and  that  one  half  of 
the  community  income  is  therefore  income  of 
the  wife.  She  and  her  husband  are  entitled 
to  make  separate  returns,  each  of  one-half 
of  such  income.  The  judgment  of  the  cir¬ 
cuit  court  of  appeals  is  affirmed.” 

When  we  were  having  hearings  before  the 
Ways  and  Means  Committee  on  the  revenue 
bill,  Mr.  Evans,  of  California,  a  member  of 
the  Ways  and  Means  Committee,  made  the 
following  statement  and  submitted  the  fol¬ 
lowing  decision: 

"I  shall  not  repeat  the  authorities  sub¬ 
mitted  by  Mr.  Hill  of  Washington  and  Mr. 
Sanders,  of  Texas,  members  of  the  committee. 
There  is,  however,  one  other  United  States 
Supreme  Court  decision  arising  from  a  case 
coming  from  the  State  of  California,  and  that 
is  the  case  of  the  United  States  v.  Malcolm 
(282  U.  S.  792) . 

"In  that  case  it  will  be  noted  that  the  Su¬ 
preme  Court  stated  that  under  the  Revenue 
Act  of  1928  the  husband  and  wife,  domiciled 
in  California,  must  make  separate  returns  on 
income  derived  from  community  property. 

"I  desire  to  submit  the  following  quotation 
from  that  decision: 

“‘UNITED  STATES  V.  MALCOLM  (282  U.  S.  792) 

“  ‘Robert  K.  Malcolm  and  Esther  Jarret 
Malcolm  are  husband  and  wife  and  citizens 
of  the  United  States.  Since  October  1,  1920, 
they  have  continuously  maintained  their 
domicile  in  the  State  of  California.  During 
the  year  1928  Robert  Malcolm  received  a 
salary  of  $3,600  for  personal  services  rendered 
as  an  officer  of  the  Liberty  Farms  Co.,  a  Cali¬ 
fornia  corporation.  Under  the  laws  of  the 
State  of  California  this  income  was  com¬ 
munity  property.  On  March  1, 1929,  the  hus¬ 
band  and  wife  filed  separate  returns  of  their 
income  for  Federal  income-tax  purposes. 
Each  reported  one-half  of  the  salary  of  $3,600 
received  in  1928  by  the  husband,  and  each 
fully  paid  the  amount  shown  to  be  due  on 
the  return.  It  is  admitted  that  all  income 
taxes  due  from  either  husband  or  wife  for 
the  year  1928  have  been  fully  paid,  if,  as  a 
matter  of  law,  they  had  a  lawful  right  to 
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make  such  separate  returns  under  the  pro¬ 
visions  of  paragraphs  11,  12,  and  51  of  the 
Revenue  Act  of  1928. 

“  ‘After  the  husband  had  filed  his  income- 
tax  return  for  the  calendar  year  1928,  as  set 
out  above,  the  Commissioner,  upon  an  audit 
and  examination,  determined  that  his  return 
was  incorrect  in  that  the  salary  of  $3,600 
should  have  been  reported  by  the  husband 
alone,  and  an  income  tax  paid  thereon  by 
him,  instead  of  both  husband  and  wife  re¬ 
porting  it  at  $1,800  on  each  return.  Accord¬ 
ingly  the  Commissioner  determined  against 
the  husband  a  deficiency  in  income  tax 
amounting  to  $11.39.  An  assessment  in  this 
amount  was  then  made  and  collected  from 
the  husband,  the  plaintiff  herein,  together 
with  interest  amounting  to  $1.12.  A  claim 
for  refund  was  thereafter  filed  and  rejected 
by  the  Commissioner.  From  a  judgment  for 
this  amount  in  plaintiff’s  favor  the  defendant 
has  appealed. 

“  'The  questions  certified  were  as  follows: 

“T.  Under  the  applicable  provisions  of  the 
Revenue  Act  of  1928  must  the  entire  com¬ 
munity  income  of  a  husband  and  wife  domi¬ 
ciled  in  California  be  returned  and  the  in¬ 
come  tax  thereon  be  paid  by  the  husband? 

“  ‘2.  Has  the  wife,  under  paragraph  161  (a) 
of  the  Civil  Code  of  California,  such  an  inter¬ 
est  in  the  community  income  that  she  should 
separately  report  and  pay  tax  on  one-half  of 
such  income?’ 

“Per  curiam:  The  first  question  certified  is 
answer:  No.  The  second  question  is  an¬ 
swered:  Yes  ( Poe  v.  Seaborn,  ante,  p.  101; 
Goodell  v.  Koch,  ante,  p.  118;  Hopkins  v. 
Bacon,  ante,  p.  122) .” 

X  wish  to  call  your  attention  to  the  case 
of  Poe  against  Seaborn,  Two  Hundred  and 
Eighty^second  United  States  Reports,  be¬ 
ginning  on  page  101.  One  paragraph  from 
the  syllabus  is  as  follows: 

"The  question  whether  the  interest  of  a 
wife  in  community  income  amounts  to 
ownership,  and  is  therefore  taxable  and  re¬ 
turnable  under  the  Revenue  Act  of  1926, 
apart  from  the  interest  of  the  husband,  is 
to  be  determined  by  the  State  law  of  com¬ 
munity  property  (p.  110).” 

And  the  opinion  is  as  follows: 

“Seaborn  and  his  wife,  citizens  and  resi¬ 
dents  of  the  State  of  Washington,  made,  for 
the  year  1927,  separate  income-tax  returns 
as  permitted  by  the  Revenue  Act  of  1926, 
chapter  27,  section  223  (U.  S.  C.  App.,  title  26, 
sec.  964) . 

“During  and  prior  to  1927  they  accumu¬ 
lated  property  comprising  real  estate,  stocks, 
bonds,  and  other  personal  property.  While 
the  real  estate  stood  in  his  name  alone,  it  is 
undisputed  that  all  of  the  property,  real  and 
personal,  constituted  community  property 
and  that  neither  owned  any  separate  prop¬ 
erty  or  had  any  separate  income. 

“The  income  comprised  Seaborn’s  salary, 
interest  on  bank  deposits  and  on  bonds, 
dividends,  and  profits  on  sales  of  real  and 
personal  property.  He  and  his  wife  each 
returned  one-half  the  total  community  in¬ 
come  as  gross  income  and  each  deducted 
one-half  of  the  community  expenses  to 
arrive  at  the  net  income  returned. 

“The  Commissioner  of  Internal  Revenue 
determined  that  all  of  the  income  should 
have  been  reported  in  the  husband’s  return, 
and  made  an  additional  assessment  against 
him.  Seaborn  paid  under  protest,  claimed 
a  refund,  and  on  its  rejection  brought  this 
suit. 

“The  district  court  rendered  judgment  for 
the  plaintiff  (32  Fed.  (2d)  916);  the  col¬ 
lector  appealed,  and  the  circuit  court  of  ap¬ 
peals  certified  to  us  the  question  whether 
the  husband  was  bound  to  report  for  income 
tax  the  entire  income,  orwhether  the  spouses 
were  entitled  each  to  return  one-half  thereof. 
This  court  ordered  the  whole  record  to  be 
sent  up. 

“The  case  requires  us  to  construe  sections 
210  (a)  and  211  (a)  of  the  Revenue  Act  of 


1926  (U.  S.  C.  App.,  title  26,  secs.  951  and  952) , 
and  apply  them,  as  construed,  to  the  in¬ 
terests  of  husband  and  wife  in  community 
property  under  the  laws  of  Washington. 
These  sections  lay  a  tax  upon  the  net  income 
of  every  individual.  The  act  goes  no  fur¬ 
ther  and  furnishes  no  other  standard  of 
definition  of  what  constitutes  an  individual’s 
income.  The  use  of  the  word  ‘of’  denotes 
ownership.  It  would  be  a  strained  construc¬ 
tion,  which,  in  the  absence  of  further  defini¬ 
tion  by  Congress,  should  impute  a  broader 
significance  to  the  phrase. 

“The  Commissioner  concedes  that  the  an¬ 
swer  to  the  question  involved  in  the  cause 
must  be  found  in  the  provisions  of  the  law 
of  the  State,  as  to  a  wife’s  ownership  of  or 
interest  in  community  property.  What, 
then,  ij^  the  law  of  Washington  as  to  the 
ownership  of  community  property  and  of 
community  income,  including  the  earnings 
of  the  husband’s  and  wife’s  labor? 

“The  answer  is  found  in  the  statutes  of  the 
State  and  the  decisions  interpreting  them. 

“These  statutes  provide  that,  save  for  prop¬ 
erty  acquired  by  gift,  bequest,  devise,  or  in¬ 
heritance,  all  property  however  acquired 
after  marriage,  by  either  husband  or  wife,  or 
by  both,  is  community  property.  On  the 
death  of  either  spouse  his  or  her  interest  is 
subject  to  testamentary  disposition,  and  fail¬ 
ing  that,  it  passes  to  the  issue  of  the  decedent 
and  not  to  the  surviving  spouse.  While  the 
husband  has  the  management  and  control 
of  community  personal  property  and  like 
power  of  disposition  thereof  as  of  his  sepa¬ 
rate  personal  property,  this  power  is  subject 
to  restrictions  which  are  inconsistent  with 
denial  or  the  wife’s  interests  as  co-owner. 
The  wife  may  borrow  for  the  community 
purposes  and  bind  the  community  property 
( Fielding  v.  Ketler,  86  Wash.  194) .  Since  the 
husband  may  not  discharge  his  separate  ob¬ 
ligation  out  of  community  property,  she  may, 
suing  alone,  enjoin  collection  of  his  separate 
debt  out  of  community  property  (Fidelity  & 
Deposit  Co.  v.  Clark,  144  Wash.  520).  She 
may  prevent  his  making  substantial  gifts  out 
of  community  property  without  her  consent 
(Parker  v.  Parker,  121  Wash.  24).  The  com¬ 
munity  property  is  not  liable  for  the  hus¬ 
band’s  tqrts  not  committed  in  carrying  on 
the  business  of  the  community  (Schramm  v. 
Steele,  97  Wash.  309). 

“The  books  are  full  of  expressions  such  as 
‘the  personal  property  is  just  as  much  hers 
as  his’  (Marston  v.  Rue,  92  Wash.  129);  ‘her 
property  right  in  it  (an  automobile)  is  as 
great  as  his’  (92  Wash.  133);  ‘the  title  of  one 
spouse  *  *  *  was  a  legal  title  as  well  as 

that  of  the  other’  (Mabie  v.  Whittaker,  10 
Wash.  656,  663). 

“Without  further  extending  this  opinion 
it  must  suffice  to  say  that  it  is  clear  the  wife 
has,  in  Washington,  a  vested  property  right 
in  the  community  property  equal  with  that 
of  her  husband;  and  in  the  income  of  the 
community,  including  salaries  or  wages  of 
either  husband  or  wife,  or  both.  A  descrip¬ 
tion  of  the  community  system  of  Washington 
and  of  the  rights  of  the  spouses,  and  of  the 
powers  of  the  husband  as  manager,  will  be 
found  in  Warburton  v.  White  (176  U.  S.  484). 

“The  taxpayer  contends  that  if  the  test  of 
taxability  under  sections  210  and  211  is  own¬ 
ership,  it  is  clear  that  income  of  community 
property  is  owned  by  the  community  and 
that  husband  and  wife  have  each  a  present 
vested  one-half  interest  therein. 

“The  Commissioner  contends,  however,  that 
we  are  here  concerned  not  with  mere  names, 
nor  even  with  mere  technical  legal  titles; 
that  calling  the  wife’s  interest  vested  is 
nothing  to  the  purpose,  because  the  husband 
has  such  broad  powers  of  control  and  aliena¬ 
tion,  that  while  the  community  lasts,  he  is 
essentially  the  owner  of  the  whole  commu¬ 
nity  proper  and  ought  so  to  be  considered  for 
the  purposes  of  sections  210  and  211.  He 
points  out  that  as  to  personal  property  the 
husband  may  convey  it,  may  make  contracts 


affecting  it,  may  do  anything  with  it  short  of 
committing  a  fraud  on  his  wife’s  rights.  And 
though  the  wife  must  join  in  any  sale  of 
real  estate,  he  asserts  that  the  same  is  true, 
by  virtue  of  statutes,  in  most  States  which 
do  not  have  the  community  system.  He  as¬ 
serts  that  control  without  accountability  is 
indistinguishable  from  ownership,  and  that 
since  the  husband  has  this,  quoad  commu¬ 
nity  property  and  income,  the  income  is  that 
‘of’  the  husband  under  sections  210-211  of 
the  income-tax  law. 

“We  think,  in  view  of  the  law  of  Washing¬ 
ton  above  stated,  this  contention  is  unsound. 
The  community  must  act  through  an  agent. 
This  Court  has  said  with  respect  to  the  com¬ 
munity-property  system  (Warburton  v.  White, 
176  U.  S.  494)  that  ‘property  acquired  during 
marriage  with  community  funds  became  an 
acquet  of  the  community  and  not  the  sole 
property  of  the  one  in  whose  name  the  prop¬ 
erty  was  bought,  although  by  the  law  exist¬ 
ing  at  the  time  the  husband  was  given  the 
management,  control,  and  power  of  sale  of 
such  property.  This  right  being  vested  in 
him,  not  because  he  was  the  exclusive  owner 
but  because  by  law  he  was  created  the  agent 
of  the  community.’ 

“In  that  case  it  was  held  that  such  agency 
of  the  husband  was  neither  a  contract  nor 
a  property  right  vested  in  him,  and  that  it 
was  competent  to  the  legislature  which  cre¬ 
ated  the  relation  to  alter  it,  to  confer  the 
agency  on  the  wife  alone,  or  to  confer  a  joint 
agency  on  both  spouses,  if  it  saw  fit — all  with¬ 
out  infringing  any  property  right  of  the  hus¬ 
band.  (See  also  Arnett  v.  Reade,  220  U.  S. 
311  at  319.) 

“The  reasons  for  conferring  such  sweeping 
powers  of  management  on  the  husband  are 
not  far  to  seek.  Public  policy  demands  that 
in  all  ordinary  circumstances  litigation  be¬ 
tween  wife  and  husband  during  the  life  04 
the  community  should  be  discouraged.  Law¬ 
suits  between  them  would  tend  to  subvert 
the  marital  relation.  The  same  policy  dic¬ 
tates  that  third  parties  who  deal  with  the 
husband  respecting  community  property  shall 
be  assured  that  the  wife  shall  not  be  per¬ 
mitted  to  nullify  his  transactions.  The  pow¬ 
ers  of  partners,  or  of  trustees  of  a  spendthrift 
trust,  furnish  apt  analogies. 

“The  obligations  of  the  husband  as  agent 
of  the  community  are  no  less  real  because 
the  policy  of  the  State  limits  the  wife’s  right 
to  call  him  to  account  in  a  court.  Power  is 
not  synonymous  with  right.  Nor  is  obligation 
coterminous  with  legal  remedy.  The  law’s 
investiture  of  the  husband  with  broad  powers 
by  no  means  negatives  the  wife’s  present  in¬ 
terest  as  a  coowner. 

“We  are  of  opinion  that  under  the  law  of 
Washington  the  entire  property  and  income  of 
the  community  can  no  more  be  said  to  be 
that  of  the  husband  than  it  could  rightly  be 
termed  that  of  the  wife. 

“We  should  be  content  to  rest  our  decision 
on  these  considerations.  Both  parties  have, 
however,  relied  on  executive  construction  and 
the  history  of  the  income-tax  legislation  as 
supporting  their  respective  views.  We  shall, 
therefore,  deal  with  these  matters. 

“The  taxpayer  points  out  that,  following 
certain  opinions  of  the  Attorney  General,  the 
t  decisions  and  regulations  of  the  Treasury 
have  uniformly  made  the  distinction  that 
while  under  California  law  the  wife’s  interest 
in  community  property  amounts  to  a  mere 
expectancy  contingent  on  her  husband's  death 
and  does  not  rise  to  the  level  of  a  present 
interest,  her  interest  under  the  laws  of  Wash¬ 
ington,  Arizona,  Texas,  and  some  other  States 
is  a  present  vested  one.  They  have  accord¬ 
ingly  denied  husband  and  wife  the  privilege 
of  making  separate  returns  of  one  half  the 
community  income  in  California,  but  ac¬ 
corded  that  privilege  to  residents  of  such 
other  States. 

“He  relies  further  upon  the  fact  that  Con¬ 
gress  has  thrice,  since  these  decisions  and 
regulations  were  promulgated,  reenacted  the 
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Income-tax  law  without  change  of  the  ver¬ 
biage  found  in  sections  210  (a)  and  211  (a), 
thus  giving  legislative  sanction  to  the  execu¬ 
tive  construction.  He  stands  also  on  the 
fact  that  twice  the  Treasury  has  suggested 
the  insertion  of  a  provision  which  would 
impose  the  tax  on  the  husband  in  respect  of 
the  whole  community  income,  and  that  Con¬ 
gress  has  not  seen  fit  to  adopt  the  suggestion. 

“On  the  other  hand,  the  Commissioner 
says  that,  granted  the  truth  of  these  asser¬ 
tions,  a  different  situation  has  been  created 
as  respects  1926  and  subsequent  years.  For 
in  the  1926  act  there  was  inserted  a  section 
which  plainly  indicated  an  intent  to  leave 
this  question  open  for  the  future  in  States 
other  than  California,  while  closing  it  for 
past  years.  The  section  is  copied  in  the 
margin. 

“We  attribute  no  such  intent  to  the  sec¬ 
tion  as  is  ascribed  to  it  by  the  Commissioner. 
We  think  that  although  Congress  had  twice 
refused  to  change  the  wording  of  the  act,  so 
as  to  tax  community  income  to  the  husband 
in  Washington  and  certain  other  States  in 
view  of  our  decision  in  United  States  v. 
Robbins  (269  U.  S.  315) ,  it  felt  we  might  over¬ 
turn  the  executive  construction  and  assimi¬ 
late  the  situation  in  Washington  to  that  we 
had  determined  existed  in  California.  Sec¬ 
tion  1212,  therefore,  was  merely  inserted  to 
prevent  the  serious  situation  as  to  resettle¬ 
ments,  additional  assessments,  and  refunds 
which  would  follow  such  a  decision. 

“The  same  comments  apply  to  the  Joint 
Resolution  No.  88,  Seventy-first  Congress,  on 
which  the  Commissioner  relies. 

“It  is  obvious  that  this  resolution  was  in¬ 
tended  to  save  the  Government’s  right  of 
resettlement  in  event  that  the  proposed  test 
suits,  of  which  this  is  one,  should  be  decided 
in  favor  of  the  Government’s  present  conten¬ 
tion.  See  the  report  of  the  Ways  and  Means 
Committee  on  the  resolution  (Congressional 
Record,  June  11,  1930,  pp.  10923-10925). 

“On  the  whole  we  feel  that  were  the  matter 
less  clear  than  v;e  think  it  is  on  the  words  of 
the  income-tax  law  as  applied  to  the  situa¬ 
tion  In  Washington,  we  should  be  con¬ 
strained  to  follow  the  long  and  unbroken 
line  of  executive  construction  applicable  to 
words  which  Congress  repeatedly  reemployed 
in  acts  passed  subsequent  to  such  construc¬ 
tion  (New  York  v.  Illinois,  278  U.  S.  367;  Na¬ 
tional  Lead  Co.  v.  United  States,  252  TJ.  S. 
140:  United  States  v.  Farrar,  281  U.  S.  624), 
reenforced,  as  it  is,  by  Congress’  refusal  to 
change  the  wording  of  the  acts  to  make  com¬ 
munity  income  in  States  whose  law  is  like 
that  of  Washington  returnable  as  the  hus¬ 
band’s  income. 

“The  Commissioner  urges  that  we  have, 
in  principle,  decided  the  instant  question 
in  favor  of  the  Government.  He  relies  on 
United  States  v.  Robbins  (269  U.  S.  315), 
Corliss  v.  Bowers  (281  U.  S.  376) ,  and  Lucas  v. 
Earl  (281  U.  S.  111). 

“In  the  Robbins  case  we  found  that  the 
law  of  California,  as  construed  by  her  own 
courts,  gave  the  wife  a  mere  expectancy  and 
that  the  property  rights  of  the  husband  dur¬ 
ing  the  life  of  the  community  were  so  com¬ 
plete  that  he  was  in  fact  the  owner.  More¬ 
over,  we  there  pointed  out  that  this  accorded 
with  the  executive  construction  of  the  act 
as  to  California. 

“The  Corliss  case  raised  no  issue  as  to  the 
intent  of  Congress  but  as  to  its  power.  We 
held  that  where  a  donor  retains  the  power  at 
any  time  to  revest  himself  with  the  principal 
of  the  gift,  Congress  may  declare  that  he 
still  owns  the  income.  While  he  has  techni¬ 
cally  parted  with  title,  yet  he  in  fact  retains 
ownership  and  all  its  incidents.  But  here 
the  husband  never  has  ownership.  That  is 
in  the  community  at  the  moment  of  acqui¬ 
sition. 

“In  the  Earl  case  a  husband  and  wife  con¬ 
tracted  that  any  property  they  had  or  might 
thereafter  acquire  in  any  way,  either  by  earn¬ 
ings  (including  salaries,  fees,  etc.),  or  any 


rights  by  contract  or  otherwise,  ‘shall  be 
treated  and  considered  and  hereby  is  declared 
to  be  received,  held,  taken,  and  owned  by  us 
as  joint  tenants  *  *  *.’  We  held  that, 

assuming  the  validity  of  the  contract  under 
local  lav/,  it  still  remained  true  that  the  hus¬ 
band’s  professional  fees,  earned  in  years  sub¬ 
sequent  to  the  date  of  the  contract,  were  his 
individual  income,  ‘derived  from  salaries, 
wages,  or  compensation  for  personal  services’ 
under  sections  210,  211,  212  (a),  and  213  of 
the  Revenue  Act  of  1918.  The  very  assign¬ 
ment  in  that  case  was  bottomed  on  the  fact 
that  the  earnings  would  be  the  husband’s 
property,  else  there  would  have  been  nothing 
on  which  it  could  operate.  That  case  pre¬ 
sents  quite  a  different  question  from  this,  be¬ 
cause  here,  by  law,  the  earnings  are  never  the 
property  of  the  husband,  but  that  of  the 
community. 

“Finally,  the  argument  is  pressed  upen  us 
that  the  Commissioner’s  ruling  will  work 
uniformity  of  incidence  and  operation  of  the 
tax  in  the  various  States,  while  the  view 
urged  by  the  taxpayer  will  make  the  tax  fall 
unevenly  upon  married  people.  This  argu¬ 
ment  cuts  both  ways.  When  it  is  remembered 
that  a  wife's  earnings  are  a  part  of  the  com¬ 
munity  property  equally  with  her  husband’s, 
it  may  well  seem  to  those  who  live  in  States 
where  a  wife’s  earnings  are  her  own  that  it 
would  not  tend  to  promote  uniformity  to 
tax  the  husband  on  her  earnings  as  part  of 
his  income.  The  answer  to  such  argument, 
however,  is  that  the  constitutional  require¬ 
ment  of  uniformity  is  not  intrinsic  but  geo¬ 
graphic  (Billings  v.  United  States  (232  U.  S. 
261);  Head  Money  Cases  (112  U.  S.  580); 
Kncwlton  v.  Moore  (178  U.  S.  41)).  And 
differences  of  State  law,  which  may  bring  a 
person  within  or  without  the  category  desig¬ 
nated  by  Congress  as  taxable,  may  not  be  read 
into  the  revenue  act  to  spell  out  a  lack  of 
uniformity  (Florida  v.  Mellon  (273  U.  S.  12) ). 

“The  district  court  was  right  in  holding 
that  the  husband  and  wife  were  entitled  to 
file  separate  returns,  each  treating  one -half 
of  the  community  income  as  his  or  her  re¬ 
spective  income,  and  its  judgment  is  af¬ 
firmed.” 

Section  I  of  the  fourteenth  amendment  to 
the  Constitution  of  the  United  States  is  as 
follows : 

“All  persons  born  or  naturalized  in  the 
United  States  and  subject  to  the  jurisdiction 
thereof  are  citizens  of  the  United  States  and 
of  the  State  wherein  they  reside.  No  State 
shall  make  or  enforce  any  law  which  shall 
abridge  the  privileges  or  immunities  of  citi¬ 
zens  of  the  United  States;  nor  shall  any 
State  deprive  any  person  of  life,  liberty,  or 
property  without  due  process  of  law,  nor 
deny  to  any  person  within  its  jurisdiction  the 
equal  protection  of  the  laws.” 

I  also  wish  to  call  your  attention  to  the 
case  of  Hoeper  v.  The  Tax  Commission  of 
Wisconsin  (283  U.  S.  208),  as  follows: 

“Appellant,  a  resident  of  Marathon  County, 
Wis.,  married  in  the  year  1927.  Subsequently 
to  his  marriage  he  was  in  receipt  of  income 
taxable  to  him  under  the  income-tax  statute 
of  the  State.  His  wife,  during  the  same 
period,  received  taxable  income  composed  of 
a  salary,  interest  and  dividends,  and  a  share 
of  the  profits  of  a  partnership  with  which 
her  husband  had  no  connection.  The  assessor 
of  incomes  assessed  against  the  appellant  a 
tax  computed  on  the  combined  total  of  his 
and  his  wife’s  incomes  as  shown  by  separate 
returns,  treating  the  aggregate  as  his  income. 
The  amount  so  ascertained  and  assessed  ex¬ 
ceeded  the  sum  of  the  taxes  which  would  have 
been  due  had  their  taxable  incomes  been  sepa¬ 
rately  assessed.  The  authority  for  the  asses¬ 
sor’s  procedure  is  found  in  the  following  sec¬ 
tions  of  the  act: 

"Section  71.05  (2)  (d) ;  •*  *  *  In  com¬ 

puting  taxes  and  the  amount  of  taxes  payable 
by  persons  residing  together  as  members  of 
a  family,  the  income  of  the  wife  and  the 
income  of  each  child  under  18  years  of  age 
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shall  be  added  to  that  of  the  husband  or 
father,  or  if  he  be  not  living,  to  that  of  the 
head  of  the  famlij,  and  assessed  to  him  except 
as  hereinafter  provided.  The  taxes  levied 
shall  be  payable  by  such  husband  or  head  of 
the  family,  but  if  not  paid  by  him  may  be 
enforced  against  any  person  whose  income  is 
included  within  the  tax  computation.’ 

“Section  71.09  (4)  (c)  :  ‘Married  persons  liv¬ 
ing  together  as  husband  and  wife  may  make 
separate  returns  or  join  in  a  single  joint  re¬ 
turn.  In  either  case  the  tax  shall  be  com¬ 
puted  on  the  combined  average  taxable  in¬ 
come.  The  exemptions  provided  for  in  sub¬ 
section  (2)  of  section  71.05  shall  be  allowed 
but  once  and  divided  equally,  and  the  amount 
of  tax  due  shall  be  paid  by  each  in  the  pro¬ 
portion  that  the  average  income  of  each  bears 
to  the  combined  average  income.’ 

“Appellant  paid  the  tax  under  protest  and, 
after  complying  with  requisite  conditions 
precedent,  instituted  proceedings  to  recover 
so  much  thereof  as  was  in  excess  of  the  tax 
computed  on  his  own  separate  income.  He 
asserted  that  the  statute  as  applied  to  him 
violates  the  fourteenth  amendment.  Tire 
Supreme  Court  of  Wisconsin  overruled  this 
contention  and  affirmed  a  judgment  for  ap¬ 
pellees.  The  question  is  whether  the  State 
law  as  interpreted  and  applied  deprives  the 
taxpayer  of  due  process  and  of  the  equal  pro¬ 
tection  of  the  law.  The  appellant  says  that 
what  the  State  has  done  is  to  assess  and 
collect  from  him  a  tax  based  in  part  upon 
the  income  received  by  his  wife,  and  that 
such  exaction  is  arbitrary  ar,d  discriminatory, 
and  consequently  violative  of  the  constitu¬ 
tional  guaranties. 

“At  common  law  the  wife’s  property,  owned 
at  the  date  of  marriage  or  in  any  manner 
acquired  thereafter,  is  the  property  of  her 
husband.  Her  earnings  and  income  a;e  his, 
he  may  dispose  of  them  at  will,  and  he  is 
liable  for  her  debts.  Were  the  status  of  a 
married  woman  in  Wisconsin  that  which 
she  had  at  common  law,  the  statutory  at¬ 
tribution  of  her  income  to  her  husband  for 
income  tax  would  no  doubt  be  justifiable. 
But  her  spouse’s  ownership  and  control  of 
her  property  have  been  abolished  by  the 
laws  of  the  State.  Women  are  declared  to 
have  the  same  rights  as  men  in  the  exercise 
of  suffrage,  freedom  of  contract,  choice  of 
residence  for  voting  purposes,  jury  service, 
holding  office,  holding  and  conveying  prop¬ 
erty,  care  and  custody  of  children,  and  in 
all  other  respects.  Under  the  title  "Property 
rights  of  married  women”  it  is  enacted  that 
a  wife’s  real  estate  and  its  rents,  issues,  and 
profits  shall  be  her  sole  and  separate  prop¬ 
erty  as  if  she  were  unmarried,  and  shall  not 
be  subject  to  the  disposal  of  her  husband, 
and  this  is  true  of  her  personal  property  as 
well,  whether  owned  at  the  date  of  marriage 
or  subsequently  acquired.  She  may  convey, 
devise,  or  bequeath  her  property,  real  and 
personal,  as  if  she  were  unmarried,  and  her 
husband  has  no  right  of  disposal  thereof, 
nor  is  it  liable  for  his  debts.  Either  spouse 
may  convey  his  or  her  property  to  the  other 
or  create  a  lien  thereon  in  favor  of  the  other. 
The  individual  earnings  of  every  married 
woman,  except  these  accruing  from  labor 
performed  for  her  husband,  or  in  his  employ 
or  payable  by  him.  are  her  separate  property, 
and  are  not  subject  to  his  control  or  liable 
for  his  debts.  She  may  sue  in  her  own  name 
and  have  all  the  remedies  of  an  unmarried 
woman  in  regard  to  her  separate  property  or 
business  and  to  recover  her  earnings,  and 
is  liable  to  suit  and  to  the  rendition  of  a 
judgment,  which  may  be  enforced  against 
her  separate  property  as  if  she  were  unmar¬ 
ried.  Since,  then,  in  law  and  in  fact,  the 
wife's  income  is  in  the  fullest  degree  her 
separate  property  and  in  no  sense  that  of 
her  husband,  the  question  presented  is 
whether  the  State  has  power  by  an  income- 
tax  law  to  measure  his  tax  not  by  his  own 
income  but,  in  part,  by  that  of  another.  To 
the  problem  thus  stated  what  was  said  In 
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Kncnclton  v.  Moore  (178  U.  S.  41,  77),  Is 
apposite : 

“  ‘It  may  be  doubted  by  some,  aside  from 
express  constitutional  restrictions,  whether 
the  taxation  by  Congress  of  the  property  of 
one  person,  accompanied  with  an  arbitrary 
provision  that  the  rate  of  tax  shall  be  fixed 
with  reference  to  the  sum  of  the  property 
of  another,  thus  bringing  about  the  pro¬ 
found  inequality  which  we  have  noticed, 
would  not  transcend  the  limitations  arising 
from  those  fundamental  conceptions  of  free 
government  which  underlie  all  constitutional 
systems.’ 

"We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it  in¬ 
come.  Compare  Nichols  v  Coolidge  (271  U.  S. 
531,  540). 

"It  is  incorrect  to  say  that  the  provision  of 
the  Wisconsin  income-tax  statute  retains  or 
reestablishes  what  was  formerly  an  incident 
of  the  marriage  relation.  Wisconsin  has  not 
made  the  property  of  the  wife  that  of  her 
husband,  nor  has  it  made  the  income  from 
her  property  the  income  of  her  husband. 
Nor  has  it  established  joint  ownership.  The 
effort  to  tax  B  for  A's  property  or  income 
does  not  make  B  the  owner  of  that  property 
or  income,  and  whether  the  State  has  power 
to  effect  such  a  change  of  ownership  in  a 
particular  case  is  wholly  irrelevant  when  no 
such  effort  has  been  made.  Under  the  law 
of  Wisconsin  the  income  of  the  wife  does  not 
at  any  moment  or  to  any  extent  become  the 
property  of  the  husband.  He  never  has  any 
title  to  it,  or  controls  any  part  of  it.  That 
income  remains  hers  until  the  tax  is  paid, 
and  what  is  left  continues  to  be  hers  after 
that  payment.  The  State  merely  levies  a  tax 
upon  it.  What  Wisconsin  has  done  is  to  tax 
as  a  joint  income  that  which  under  its  law 
is  owned  separately  and  thus  to  secure  a 
higher  tax  than  would  be  the  sum  of  the 
taxes  on  the  separate  incomes. 

"The  court  below  assigned  two  reasons 
which  it  thought  removed  the  constitutional 
objections  to  the  application  of  the  statute 
in  the  instant  case.  It  cited  and  followed 
the  Income  Tax  cases  (148  Wis.  456;  134  N.  W. 
673;  135  N.  W.  164),  where  the  statute  here 
in  question  was  sustained  on  the  ground  that 
the  provisions  under  attack  are  necessary  to 
prevent  frauds  and  evasions  of  the  tax  by 
married  persons,  and  stated  that  the  deci¬ 
sion  of  this  court  in  Schlesinger  v.  Wisconsin 
(270  U.  S.  230)  was  not  inconsistent  with  the 
views  expressed  by  the  Supreme  Court  of 
Wisconsin  in  its  earlier  decision.  To  this  we 
cannot  agree.  In  the  Schlesinger  case  this 
court  held  invalid  a  statute  which,  for  pur¬ 
poses  of  inheritance  tax,  classified  all  gifts 
inter  vivos,  effective  within  6  years  of  death, 
as  gifts  made  in  contemplation  of  death.  To 
the  argument  of  the  necessity  for  such  clas¬ 
sification  to  prevent  frauds  and  evasions,  it 
was  answered  (p.  240)  : 

“  ‘That  is  to  say,  A  may  be  required  to 
submit  to  an  exactment  forbidden  by  the 
Constitution  if  this  seems  necessary  in  order 
to  enable  the  State  readily  to  collect  lawful 
charges  against  B.  Rights  guaranteed  by  the 
Federal  Constitution  are  not  to  be  so  lightly 
treated;  they  are  superior  to  this  supposed 
necessity.  The  State  is  forbidden  to  deny 
due  process  of  law  or  the  equal  protection  of 
the  laws  for  any  purposes  whatsoever.’ 

"The  claimed  necessity  cannot  justify  the 
otherwise  unconstitutional  exaction. 

"The  second  reason  assigned  as  a  justifica¬ 
tion  for  the  imposition  of  the  tax  is  that  it 
is  a  regulation  of  marriage.  It  is  said  that 
the  marital  relation  has  always  been  a  mat¬ 
ter  of  concern  to  the  State,  and  has  prop¬ 
erly  been  the  subject  of  legislation  which 


classified  it  as  a  distinct  subject  of  regula¬ 
tion.  It  is  suggested  that  a  difference  of 
treatment  of  married  as  compared  with  single 
persons  in  the  amount  of  tax  imposed  may 
be  due  to  the  greater  and  different  privileges 
enjoyed  by  the  former,  and,  if  so,  the  dis¬ 
crimination  would  have  a  reasonable  basis, 
and  constitute  permissible  classification. 
This  view  overlooks  several  important  con¬ 
siderations.  In  the  first  place,  as  is  pointed 
out  below,  the  State  has,  except  in  its  purely 
social  aspects,  taken  from  the  marriage 
status  all  the  elements  which  differentiate  it 
from  that  of  the  single  person.  In  property, 
business,  and  economic  relations  they  are  the 
same.  It  can  hardly  be  claimed  that  a  mere 
difference  in  social  relations  so  alters  the 
taxable  status  of  one  receiving  income  as  to 
justify  a  different  measure  for  the  tax. 

"Again,  it  is  clear  that  the  law  is  a  revenue 
measure,  and  not  one  imposing  regulatory 
taxes.  It  levies  a  tax  on  “every  person  resid¬ 
ing  within  the  State”  and  defines  the  word 
"person”  as  including  “natural  persons,  fidu¬ 
ciaries,  and  corporations,”  and  “corpora¬ 
tions”  as  including  corporations,  joint-stock 
companies,  associations,  or  common-law 
trust.”  It  lays  graduated  taxes  on  the  in¬ 
comes  of  natural  persons  and  corporations  at 
different  rates.  It  is  comprehensive  in  its 
provisions  regarding  gross  income  and  allow¬ 
able  deductions  and  exemptions  and  is  in 
most  respects  the  analog  of  the  Federal  in¬ 
come-tax  acts  in  force  since  1916.  It  is  ob¬ 
vious  that  the  act  does  not  purport  to  regu¬ 
late  the  status  or  relationships  of  any  person, 
natural  or  artificial.  Arbitrary  and  discrimi¬ 
natory  provisions  contained  in  it  cannot  be 
justified  by  calling  them  special  regulations 
of  the  persons  or  relationships  which  are  the 
object  of  the  discrimination.  The  present 
case  does  not  fall  within  the  principle  that 
where  the  legislature,  in  prohibiting  a  traffic 
or  transaction  as  being  against  the  policy  of 
the  State,  makes  a  classification,  reasonable 
in  itself,  its  power  so  to  do  is  not  to  be  denied 
simply  because  some  innocent  article  comes 
within  the  prescribed  class  (Purity  Extract 
Co.  v.  Lynch,  226  U.  S.  192.  204).  Taxing  one 
person  for  the  property  of  another  is  a  dif¬ 
ferent  matter.  There  is  no  room  for  the  sug¬ 
gestion  that  qua  the  appellant  and  those 
similarly  situated  the  act  is  a  reasonable  reg¬ 
ulation,  rather  than  a  tax  law. 

“Neither  of  the  reasons  advanced  in  sup¬ 
port  of  the  validity  of  the  statute  as  applied 
to  the  appellant  justifies  the  resulting  dis¬ 
crimination.  The  exaction  is  arbitrary  and  is 
a  denial  of  due  process. 

"The  judgment  must  be  reversed  and  the 
cause  remanded  for  further  proceedings  not 
inconsistent  with  this  opinion. 

“Reversed.” 

I  also  call  your  attention  to  the  case  of 
Knowlton  v.  Moore  (178  U.  S.  41,  77),  and  I 
quote  therefrom  as  follows: 

"It  may  be  doubted  by  some,  aside  from 
express  constitutional  restrictions,  whether 
the  taxation  by  Congress  of  the  property  of 
one  person,  accompanied  with  an  arbitrary 
provision  that  the  rate  of  tax  shall  be  fixed 
with  reference  to  the  sum  of  the  property  of 
another,  thus  bringing  about  the  profound 
inequality  which  we  have  noticed,  would  not 
transcend  the  limitations  arising  from  those 
fundamental  conceptions  of  free  government 
which  underlie  all  constitutional  systems. 

“The  Court  proceeds  in  this  case  as  follows: 

“  ‘We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income  by 
reference  to  the  property  or  income  of  an¬ 
other  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it  in¬ 
come.’ 

“Following  that,  the  opinion  concludes  as 
follows : 


“  ‘Arbitrary  and  discriminatory  provisions 
contained  in  it  cannot  be  justified  by  call¬ 
ing  them  special  regulations  of  the  persons 
or  relationships  which  are  the  object  of 
the  discrimination.  The  present  case  does 
not  fall  within  the  principle  that  where 
the  legislature,  in  prohibiting  a  traffic  or 
transaction  as  being  against  the  policy  of 
the  State,  makes  a  classification,  reasonable 
in  itself,  its  power  so  to  do  is  not  to  be 
denied  simply  because  some  innocent  article 
comes  within  the  prescribed  class  (Purity 
Extract  Co.  v.  Lynch,  226  U.  S.  192,  204). 
Taxing  one  person  for  the  property  of  an¬ 
other  is  a  different  matter.  There  is  no 
room  for  the  suggestion  that  qua  the  ap¬ 
pellant  and  those  similarly  situated  the  act 
is  a  reasonable  regulation,  rather  than  a 
tax  law. 

“  ‘Neither  of  the  reasons  advanced  in  sup¬ 
port  of  the  validity  of  the  statute  as  ap¬ 
plied  to  the  appellant  justifies  the  resulting 
discrimination.  The  exaction  is  arbitrary 
and  is  a  denial  of  due  process. 

“  ‘The  judgment  must  be  reversed  and  the 
cause  remanded  for  further  proceedings  not 
inconsistent  with  this  opinion.  Reversed.’  ” 

These  decisions  clearly  show  that  the 
Supreme  Court  of  the  United  States  has 
passed  upon  this  matter  of  community 
property  taxation,  and  I  cannot  understand 
how  anyone  could  think  that  the  Supreme 
Court  of  the  United  States  would  reverse 
itself  on  these  matters.  There  is  an  axiom 
to  the  effect  that — 

“Law  is  the  perfection  of  reason.  It 
always  contends  to  conform  thereto,  and 
that  which  is  not  reason  is  not  law.” 

Under  our  dual  form  of  government  each 
State  has  the  right  and  the  authority  to 
fix  its  own  laws  and  its  own  property 
rights,  and  these  laws  and  these  property 
rights  will  not  be  disturbed  by  the  Supreme 
Court  of  the  United  States  provided  they 
do  not  conflict  with  the  Constitution  of 
the  United  States,  which  is  the  supreme 
law  of  our  land.  These  decisions  may  go 
over  the  heads  of  some  folks  who  do  not 
have  proper  reverence  for  our  Constitution 
and  our  laws.  Some  Members  of  Congress, 
I  am  sorry  to  say,  claim  that  when  we 
refer  to  the  Constitution  that  it  is  simply 
a  lawyer's  trick  to  evade  the  issues.  I 
cannot  subscribe  to  that  doctine,  nor  do 
I  have  any  patience  with  it.  Each  Mem¬ 
ber  of  Congress  takes  this  oath: 

“I  do  solemnly  swear  (or  affirm)  that  I 
will  support  and  defend  the  Constitution 
of  the  United  States  against  all  enemies, 
foreign  and  domestic;  that  I  will  bear  true 
faith  and  allegiance  to  the  same;  that  I  take 
this  obligation  freely,  without  any  mental 
reservation  or  purpose  of  evasion;  and  that 
I  will  well  and  faithfully  discharge  the 
duties  of  the  office  on  which  I  am  about 
to  enter.  So  help  me  God.” 

Under  this  oath  my  duty  is  to  interpret 
the  Constitution  from  my  own  viewpoint 
with  what  honesty  and  intelligence  I  may 
possess.  I  cannot  delegate  this  duty  to 
the  Supreme  Court  of  the  United  States, 
because  it  is  a  personal  matter  to  me  that 
I  must  act  upon  before  the  Supreme  Court 
of  the  United  States  is  called  to  act  upon 
it.  If  this  Congress  should  pass  a  bill 
interfering  with  the  right  of  eight  sover¬ 
eign  States  of  this  Union  to  fix  their  own 
property  rights  when  those  rights  are  not 
in  conflict  with  the  Constitution  of  the 
United  States,  then  I  have  no  doubt  but 
that  the  Supreme  Court  of  the  United 
States  will  write  such  doubting  Thomases 
another  letter  in  addition  to  those  which  I 
have  given. 

I  am  aware  that  to  the  person  who  has  not 
given  study  to  this  very  important  problem, 
that  at  first  blush  it  might  occur  to  him  that 
the  community-property  States  have  some 
advantages  over  those  States  which  do  not 
have  community-property  laws.  However, 
when  you  take  into  consideration  the  fact 
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that  the  laws  in  the  community-property 
States  absolutely  fix  the  status  of  commu¬ 
nity-property  rights  between  the  husband 
and  the  wife  and  that  they  have  little  oppor¬ 
tunity  or  power  by  subterfuge  to  escape 
their  just  proportion  of  taxation,  and  when 
you  consider  the  different  laws  of  the  40 
States  which  are  not  community-property 
States  and  the  powers  and  possibilities  which 
the  citizens  of  those  States  have  under  their 
own  peculiar  laws  for  tax  evasion,  it  occurs 
to  me  that  the  8  community-property  States 
would  be  at  a  disadvantage  if  denied  their 
rights  under  their  own  constitution  and  laws. 
A  few  of  these  evasions  are  accomplished 
through  transfers  of  properties  from  husband 
to  wife  or  wife  to  husband,  by  allocations 
of  charitable  gifts,  by  exchanges  of  security 
holdings,  and  by  trusts,  voluntarily  created. 
These  evasions  are  more  difficult  in  Texas 
and  at  least  some  of  the  other  community- 
property  States  because  of  stringent  legal 
restrictions  fixed  by  statutes  of  these  States. 
The  hearings  before  the  committee  contain 
an  able  argument  made  by  the  gentleman 
from  Washington  [Mr.  Hill]  on  this  subject. 

The  able  subcommittee  of  the  Ways  and 
Means  Committee,  which  under  resolution 
investigated  the  question  of  tax  avoidance 
considered  this  subject,  with  the  advice  of 
experts,  and  after  full  consideration  said: 

“No  recommendation  in  regard  thereto  is 
made  by  your  subcommittee  in  view  of  the 
legal  difficulties  involved.” 

Some  Member  of  Congress  made  the  state¬ 
ment  on  the  floor  of  the  House  that  the 
President  was  behind  this  matter  to  deprive 
the  community-property  States  of  their  legal 
rights.  At  least  that  was  the  substance  of 
his  suggestion.  I  challenge  that  statement. 

The  Treasury  Department,  in  referring  to 
this  matter,  simply  recommended  for  con¬ 
sideration  their  views  which  were  set  out  in 
their  report.  There  is  not  a  lawyer  who 
values  his  reputation  but  who  will  tell  you 
that  the  constitutionality  of  either  proposal, 
one,  known  as  the  Parker  proposal,  or  the 
Treasury  proposal,  does  not  present  grave 
questions  of  constitutionality.  This  is  not 
the  question  of  making  the  8  community- 
property  States  pay  more  tax  and  thereby 
relieving  the  tax  burden  of  the  citizens  of 
the  other  40  States  of  this  Union.  If  you 
compel  the  8  community  States  to  pay  more 
tax,  the  citizens  of  the  40  States  will  pay  as 
much  tax  as  they  are  now  paying  and  even 
more.  In  the  first  place,  the  Treasury  sug¬ 
gestion  was  to  have  one  joint  return  between 
the  husband  and  wife.  If  that  should  be¬ 
come  a  law,  it  will  be  a  new  and  revolu¬ 
tionary  proceeding  in  the  income-tax  laws 
of  this  Nation  and  will  cause  many  citizens 
in  every  congressional  district  in  the  40 
noncommunity  States  to  pay  more  taxes 
than  they  are  now  paying.  In  other  words, 
when  you  seek  to  inflict  punishment  on  the 
8  community-property  States,  each  and  every 
Member  of  Congress  who  votes  for  either 
proposal  which  has  been  submitted  will  by 
his  or  her  vote  increase  the  taxes  upon  some 
of  their  own  constituents.  The  income-tax 
law  is  based  on  the  individual.  It  states 
that — 

“There  shall  be  levied,  assessed,  and  col¬ 
lected  from  every  citizen  an  income  tax.” 

It  does  not  state  that  you  can  group  these 
citizens.  If  you  can  group  them  under  the 
head  of  husband  and  wife,  then  why  not  in¬ 
clude  all  of  the  children?  Why  not  group  the 
entire  family?  Then  the  other  proposal  to 
tax.  not  every  person  as  the  income-tax  laws 
state  but  to  tax  the  one  who  manages  and 
controls  the  income,  is  a  new  departure  from 
the  income-tax  law  as  was  written  and  has 
been  in  force  these  many  years.  Instead  of 
taxing  each  individual  citizen  who  has  an 
income  you  are  going  to  tax  someone  who 
manages  or  controls  an  income. 

If  either  one  of  the  revolutionary  proposals 
is  adopted,  those  who  vote  to  adopt  them  will 


find  that  after  the  law  becomes  effective 
many  of  their  own  citizens  will  have  to  pay 
more  taxes  than  they  are  now  paying:  and 
it  will  be  small  comfort  to  a  Member  of  Con¬ 
gress  to  go  out  into  his  district  and  tell  his 
constituents  that  he  voted  to  make  the  eight 
community-property  States  of  the  Union  pay 
more  taxes  than  they  had  been  paying,  when 
some  intelligent  citizen  rises  up  in  the  audi¬ 
ence  and  says,  “Mr.  Congressman,  that  sounds 
mighty  good,  but  under  the  law  that  you 
passed  you  are  causing  me  to  pay  more  taxes 
than  I  had  to  pay  heretofore,  because  I  had 
a  separate  income  from  my  wife  and  we  had 
been  filing  separate  returns  by  reason  of  that 
fact,  and  yet  you  now  compel  us  to  file  a 
joint  return  or  a  return  based  upon  manage¬ 
ment  and  control.”  I  plant  my  feet  on  the 
good  old  doctrine  of  State  rights,  that  each 
and  every  State  has  the  right  to  manage  and 
control  its  own  affairs  and  fix  its  own  prop¬ 
erty  rights  when  not  in  conflict  with  the 
Constitution  of  the  United  States. 

Mr.  Chairman,  the  compelling  of  hus¬ 
bands  and  wives  to  file  joint  income-tax 
returns  under  any  and  all  circumstances 
is  a  new  experiment  and  a  dangerous 
precedent  to  establish.  It  is  retrogressive 
and  would  revive  the  old  common  law 
fiction  that  the  wife  is  a  chattel  of  the 
husband.  It  would  destroy  and  wipe  out 
all  the  rights  and  equality  that  woman 
has  gained  in  the  last  century  and  place 
her  back  in  her  former  servile  status. 
Mandatory  joint  returns  by  husband  and 
wife  would  establish  a  dangerous  and  un¬ 
desirable  precedent,  because  if  Congress 
has  the  legal  right  to  force  joint  returns 
by  husband  and  wife,  why  then  has  Con¬ 
gress  not  the  power  to  force  joint  returns 
by  other  family  members,  for  instance, 
for  father  and  son,  sister  and  brother, 
mother-in-law  and  husband,  or  wife  and 
father-in-law?  The  forcing  of  manda¬ 
tory  returns  by  husband  and  wife  is  not 
predicated  upon  their  relationship  as 
such,  but  is  a  purely  arbitrary  act  by  the 
Congress  and  if  sound  and  legal  can  be 
applied  to  all  other  relations  as  well.  It 
is  a  compulsory  pooling  of  income  for 
taxation  purposes  which  is  without  war¬ 
rant  in  the  Constitution  and  if  once  es¬ 
tablished,  can  be  carried  to  any  extreme. 
It  would  nullify  the  individual  property 
rights  of  the  citizen  under  State  law, 
which  has  been  recognized  as  paramount 
during  our  entire  national  history,  and 
which  the  United  States  Supreme  Court 
has  always  recognized  as  inviolate  and 
sacred.  I  therefore  hope  that  the  man¬ 
datory  joint  return  provision  will  be 
stricken  from  the  bill. 

Mr.  Chairman,  on  yesterday  I  secured 
permission  to  extend  these  remarks  and 
to  include  therein  comments  by  Hon. 
George  Donworth,  former  Federal  judge 
of  Seattle,  Wash.,  and  a  speech  of  a  for¬ 
mer  Member  of  the  House,  Hon.  Morgan 
G.  Sanders,  of  Texas. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire,  to  the 
gentleman  from  South  Carolina  [Mr. 
Hare]. 

Mr.  HARE.  Mr.  Chairman,  however 
inconvenient  or  painful  it  may  be,  it  is 
essential  that  Congress  take  steps  to  be¬ 
gin  collection  of  funds  looking  toward 
the  payment  of  enormous  appropria¬ 
tions  we  have  been  making  for  the  past 
year  for  use  in  national  defense.  When 
we  lose  sight  of  the  fact  that  the  bills 
must  be  paid  with  money  earned  by  the 


people,  it  is  an  easy  matter  to  make  ap¬ 
propriations,  but  revenue  bills  and  in¬ 
creased  taxes  have  a  tendency  to  make 
the  representatives  of  the  people  think 
twice  before  voting  appropriations  for  in¬ 
creased  taxes.  As  direct  representatives 
of  the  people,  we  cannot  separate  the  re¬ 
sponsibility  to  make  appropriations  for 
the  benefit  of  the  people  from  the  respon¬ 
sibility  to  levy  and  collect  taxes  to  meet 
such  appropriations. 

It  is  practically  impossible  to  pass  an 
appropriation  bill  and  turn  the  funds 
over  to  someone  to  be  dispensed  and  ex¬ 
pecting  to  be  expended  without  some 
mistakes  or  possibly  some  waste.  It  is 
equally  difficult  to  prepare  a  revenue  bill 
and  not  expect  some  inequalities  in  the 
operation  or  administration  of  the  law. 
We  may  expect  some  hardships  and  some 
inequalities  to  follow  the  passage  of  this 
bill,  but  I  do  not  feel  there  is  any  great 
necessity  to  be  alarmed  because  there 
will  probably  be  many  other  revenue 
bills  within  the  next  few  years  and  any 
inequities  found  in  the  administration  or 
operation  of  the  law  can  be  remedied  in 
revenue  bills  to  be  presented  later.  The 
membership  of  this  committee  will  be 
perfectly  familiar  with  the  conditions 
upon  which  all  the  revenues  provided  for 
in  this  bill  are  passed  and  they  will, 
therefore,  be  in  a  position  to  assist  in 
correcting  any  inequalities  that  may  ap¬ 
pear.  Mr.  Chairman,  I  would  like  to  ob¬ 
serve  in  passing  that  it  is  a  fortunate 
policy  of  Congress  to  retain  Members  on 
the  Ways  and  Means  Committee  gen¬ 
erally  as  long  as  they  remain  in  Congress, 
and  it  is  a  fortunate  custom  of  the  people 
to  reelect  Members  who  have  demon¬ 
strated  sufficient  ability  to  merit  a  place 
on  this  committee. 

Of  course,  the  collection  of  the  funds 
we  have  appropriated  within  the  past 
year  will  cover  a  period  of  years.  That  is, 
the  collection  will  be  distributed  over  a 
number  of  years  to  come,  but  I  have  felt 
for  some  time  that  we  proceed  with  col¬ 
lection  somewhat  in  proportion  to  our 
expenditures  and  ability  to  pay  because, 
as  we  have  already  suggested,  the  re¬ 
sponsibility  for  making  a  debt  and  pro¬ 
viding  funds  with  which  to  pay  it  cannot 
be  divorced.  Should  it  ever  become  the 
policy  of  any  Congress,  administration, 
or  political  party  in  power  to  incur  debts 
for  their  successors  to  provide  payment, 
then  our  system  of  government  will  be 
in  grave  danger,  for  making  a  debt  with¬ 
out  taking  thought  of  payment  into  con¬ 
sideration  will  not  only  bankrupt  an  in¬ 
dividual  but  will  bankrupt  a  government. 
Furthermore,  this  is  a  government  by  the 
people  and  if  we  are  to  be  beneficiaries  of 
money  spent  we  should  be  willing  to  as¬ 
sist  in  paying  the  bills.  We  all  know  that 
when  a  person  spends  more  than  he  pro¬ 
duces  year  after  year  he  will  soon  find 
himself  upon  the  rocks.  A  government 
cannot  continue  to  spend  without  taking 
definite  action  and  making  plans  for  pay¬ 
ment.  Of  course,  some  have  the  idea 
that  so  long  as  we  can  borrow  the  money 
from  our  own  people  we  are  in  no  danger, 
but  I  think  the  philosophy  of  Benjamin 
Franklin  still  holds  good  when  he  ob¬ 
served:  “He  who  goes  a-borrowing  goes 
a-sorrowing.” 
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You  have  heard  a  great  deal  within 
the  past  12  months  about  reducing  ex¬ 
penditures,  except  for  defense  purposes, 
but  so  far  little  or  nothing  has  been  done, 
and  my  prediction  is  that  little  or  noth¬ 
ing  will  be  done  about  it  until  we  under¬ 
take  to  collect  taxes  to  pay,  then  we  can 
expect  a  reduction  in  nondefense  items 
but  hardly  before. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  20  minutes  to  the  gentleman  from 
Michigan  [Mr.  DingellL 

Mr.  DINGELL.  Mr.  Chairman,  I  shall 
undertake  within  the  brief  span  of  time 
allotted  to  me  to  discuss  primarily  the 
question  of  the  manufacturers’  and  re¬ 
tailers’  excise  taxes  contained  in  this  bill. 
The  estimated  total  amount  of  revenue 
anticipated  from  this  source  alone  is 
$514,900,000.  To  this  might  he  added 
various  miscellaneous  taxes  amounting  to 
$365,200,000,  which  cover  such  items  as 
the  operation  of  amusement  and  gaming 
devices,  tax  on  the  use  of  telephone  and 
telegraph  and  other  communication  fa¬ 
cilities,  tax  on  theater  admissions  and  on 
other  forms  of  amusement,  and  likewise 
a  use  tax  on  motor  vehicles  and  boats. 

If  we  are  to  follow  the  classification  of 
miscellaneous  taxes  a  step  further  we 
will  include  an  amount  of  $174,200,000, 
which  covers  capital  stock,  estate  and  gift 
taxes,  making  a  grand  total  of  miscel¬ 
laneous  internal  revenue  of  $1,054,300,- 
000.  However,  I  shall  not  even  attempt 
to  discuss  the  last  two  classifications  due 
to  the  fact  that  I  must  in  a  sense  only 
sideswipe  the  discussion  of  the  most  im¬ 
portant  items  which  are  being  considered 
for  the  purpose  of  creating  new  or  addi¬ 
tional  excise  levies  affecting  manufactur¬ 
ers  and  retailers. 

The  average  Member  of  the  House  need 
have  no  difficulty  in  understanding  the 
provisions  of  H.  R.  5417  if  an  evening  or 
two  are  devoted  to  the  study  of  the 
report  which  is  as  meaty  as  a  stuffed 
goose.  It  is  an  interesting  document  re¬ 
plete  with  informative  matter  covering 
every  point  in  the  bill.  Various  statis¬ 
tics,  tables,  and  examples  which  will  fix 
firmly  in  your  minds  not  only  the  intent 
and  application  of  the  bill,  but  likewise 
the  basis  for  certain  imposts  which  are 
included.  To  be  perfectly  candid  with 
the  membership  of  the  House,  I  have  been 
opposed  in  principle  to  excise  taxes  as  a 
source  of  revenue.  I  have  been  in  dis¬ 
agreement  with  the  principle  of  taxing  a 
given  product  of  a  manufacturer  whether 
the  tax  was  applicable  to  food,  drink, 
mechanical  contraptions,  or  amusements. 

I  always  adhered  to  what  I  considered 
a  basic  and  sound  theory  in  taxation  and 
that  is  to  tax  the  income  derived  from  a 
product  or  an  activity  rather  than  to 
stifle  or  retard  the  production  of  a  com¬ 
modity  by  imposing  a  tax  in  the  form  of 
an  excise.  In  other  words,  under  normal 
circumstances  I  believe  in  the  free  and 
uncontrolled  production  of  essential 
goods  and  products  and  the  imposition  of 
the  tax  upon  the  profits  which  accrue  as 
a  result.  I  believe  that  the  majority  of 
the  committee  members  feel  pretty  much 
the  same  as  I  do  about  this  principle  but 
these  are  most  unusual  times  in  that  they 
are  critical,  dangerous,  and  unpredictable 
and  the  Treasury  needs  an  unparalleled 


volume  of  recurrent  tax  revenues  from 
many  sources.  The  Government  of  the 
United  States  and  our  American  way  of 
life  is  at  stake  and  for  that  reason  I  must 
compromise  with  my  own  rebellious  at¬ 
titude  in  order  to  obtain  the  necessary 
revenue  with  which  to  secure  the  future 
of  my  own  beloved  country. 

Of  course,  the  Committee  could  have 
voted  in  the  face  of  protests  and  the  ex¬ 
pert  advice  to  the  contrary,  to  disregard 
this  avenue  of  revenue  and  could  have 
centered  its  action  upon  vastly  increased 
corporation  and  individual  income  taxes. 
I  may  say  by  way  of  digression  that  if 
you  wipe  out  section  111  with  regard  to 
compulsory  joint  returns  you  are  going 
to  have  to  increase  the  rates  in  every 
categord  of  the  income  taxes. 

The  committee  could  have  disregarded 
the  ruinous  effect  of  an  arbitrary  action 
of  this  kind,  but  the  Committee  on  Ways 
and  Means,  like  any  other  important  and 
responsible  committee  of  this  House,  is 
as  anxious  to  bring  out  a  bill  that  is  as 
equitable,  reasonable,  and  as  considerate, 
if  I  might  use  that  term  in  connection 
with  a  tax  bill,  as  is  possible  under  exist¬ 
ing  circumstances.  It  has  been  a  most 
difficult  task.  The  committee  since  April 
24  has  labored  ceaselessly  and  tediously 
until  July  25  before  completing  the  rev¬ 
enue  measure  now  in  your  hands.  All 
taxes  contained  in  the  bill  have  been  in¬ 
creased  substantially,  either  by  a  direct 
hike  in  the  rate  applicable  to  a  given 
classification,  by  a  reversal  of  the  method 
of  computation,  by  reduction  in  credit 
and  deduction,  or  by  a  combination  of 
all  of  these. 

To  devise  and  complete  a  bill  of  this 
nature  requires  a  great  amount  of  pa¬ 
tience  and  fortitude.  Every  member 
of  the  Ways  and  Means  Committee, 
whether  on  the  majority  or  minority  side, 
has  been  seared  with  the  heat  of  con¬ 
centrated  opposition  emanating  from  the 
sources  touched  by  new  or  additional 
taxes  and  affecting  nearly  every  item  on 
the  approved  schedule.  We  have  scru¬ 
tinized  very  closely,  we  have  appraised 
and  reappraised,  and  considered  and  re¬ 
considered  nearly  every  item  which  we 
now  present  for  your  approval.  The  en¬ 
tire  committee  was  prompted  by  a  desire 
to  bring  out  a  bill  that  would  be  accept¬ 
able  because  it  was  equitable  and  because 
the  burden  was  distributed  as  widely  and 
as  uniformly  as  our  joint  efforts  could 
devise. 

My  predicament  in  particular  was  not 
a  very  comfortable  one  as  you  can  well 
realize.  Arguments  were  made  before 
the  committee  to  impose  repressive  taxes 
upon  the  automobile  industry  and  that 
included  tire,  tube,  and  accessory  pro¬ 
duction.  This  recommendation  was  re¬ 
inforced  by  the  militant  and  aggressive 
Henderson-Eccles  combination  which 
advocated  a  tax  of  20  percent  to  25  per¬ 
cent  of  the  manufacturer’s  sale  price, 
and  even  more,  in  order  to  reduce  the 
demand  for  automobiles.  The  purpose 
of  the  advocates  was  lofty,  patriotic,  and 
unquestioned  as  to  its  intent.  The  advo¬ 
cates  of  the  tax  on  automobiles  were  not 
content  to  apply  a  manufacturer’s  excise 
tax  to  new  cars,  but  went  a  step  further 
in  the  proposal,  which  was  actually  voted 
down  in  the  committee,  to  levy  a  3  per¬ 


cent  excise  tax  upon  the  sale  and  the 
resale  of  used  or  second-hand  cars. 

I  am  not  going  to  burden  the  commit¬ 
tee  with  an  extensive  rehash  of  what 
occurred  during  our  executive  sessions 
only  to  say  that  the  Treasury  came  forth 
with  a  final  proposal  of  a  15-percent  tax 
to  which  proposal  I  voiced  unqualified 
opposition  and  moved  the  imposition  of 
a  7-percent  tax  instead.  The  committee 
in  its  wisdom,  after  considerable  discus¬ 
sion,  sustained  my  proposal.  You  will 
note  that  the  bill  now  carries  a  provision 
embodying  my  motion.  Incidentally, 
the  increase  amounts  to  100  percent 
above  existing  law.  The  committee 
voted  to  increase  the  tax  on  tires  and 
tubes  a  little  over  100  percent. 

It  is  interesting  to  note  that  the  great 
automobile  industry,  more  specifically  the 
manufacturing  end  of  the  business,  did 
not  interpose  any  serious  objections  to  a 
higher  rate  of  taxation.  The  surprising 
thing  to  me  was  the  fact  that  I  was  nei¬ 
ther  prompted  nor  encouraged  to  combat 
the  Treasury  or  the  Henderson-Eccles 
proposals.  Seemingly,  the  industry  was 
resigned  to  “take  it  lying  down”  and  there 
seemed  to  be  utter  abandonment  of  the 
dealers  in  that  no  objection  was  inter¬ 
posed  on  their  behalf.  I  could  under¬ 
stand  how  the  manufacturers  might, 
during  the  emergency,  continue  to  keep 
their  plants  in  operation  and  their  em¬ 
ployees  fully  occupied  because  I  knew  it 
was  intended  by  the  higher  repressive 
taxes  while  reducing  automobile  produc¬ 
tion  to  make  such  productive  facilities 
available  for  the  production  of  ordnance 
of  all  kinds,  including  tanks,  planes,  and 
munitions.  Profits,  too,  could  be  antici¬ 
pated  and  actually  gaged  from  this 
source  of  operations  and  there  need  be  no 
dislocation  if  the  reduction  in  automo¬ 
biles  was  absorbed  systematically  by  the 
production  of  defense  items. 

However,  the  problem  of  the  dealer  was 
very  complicated.  In  fact,  his  very  ex¬ 
istence  was  in  danger;  especially  so  if  the 
used  car  was  to  be  taxed  in  sale.  The 
dealers’  association  throughout  the  coun¬ 
try  was  aroused  to  the  danger  and  stimu¬ 
lated  some  slight  opposition  and  even 
the  automobile  manufacturers  bestirred 
themselves  later  to  retain  the  7  percent, 
but  this  only  after  the  fight  had  been 
won.  I  dislike  to  arrogate  unto  myself 
all  of  the  peacock  feathers  or  to  occupy 
the  spotlight  alone,  but  I  do  want  to  say 
that  it  was  rather  disheartening  to  “go 
it  alone”  in  the  face  of  the  powerful 
lineup  against  me.  I  want  to  acknowl¬ 
edge  the  valued  and  effective  assistance 
of  my  colleague  from  Michigan  and  to 
take  this  opportunity  to  say  that  this 
tax  bill  has  been  considered  in  an  atmos¬ 
phere  that  was  free  from  narrow  parti¬ 
sanship. 

The  recommendations  of  the  Treasury 
with  regard  to  a  tax  on  beer  were  not 
approved  in  committee.  Beer  being  a 
poor  man’s  drink  and  a  liquid  food,  was 
presumed  to  be  carrying  its  fair  share  of 
the  tax  burden.  Cigars,  cigarettes,  and 
tobacco  were  reexamined  carefully  for 
possible  additional  revenues,  but  these 
too  were  permitted  to  remain  without 
the  imposition  of  any  additional  tax. 
The  Treasury  made  the  proposal  to  im¬ 
pose  a  bank-check  tax.  After  a  careful 
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analysis  of  the  problems  involved  and 
the  amount  of  revenue  to  be  derived,  the 
committee,  in  my  estimation,  wisely  de¬ 
cided  against  the  impost  at  the  present 
time. 

The  committee  reduced  the  Treasury’s 
recommendation  as  regards  taxes  on  soft 
drinks  from  an  estimated  amount  of 
$132,000,000  down  to  one-sixth  of  the 
amount,  or  $22,000,000,  which,  according 
to  this  rough  estimate,  amounts  to  one- 
sixth  of  a  cent  per  bottle  or  4  cents  per 
case.  As  to  the  attitude  of  your  humble 
servant,  I  have  favored  the  elimination 
of  this  tax  in  its  entirety,  especially  so 
since  I  have  been  in  entire  accord  with 
the  elimination  of  the  tax  proposal  with 
regard  to  candy.  The  committee,  how¬ 
ever,  refused  to  consider  several  moves  to 
strike  out  soft  drinks  from  the  provisions 
of  this  bill. 

Recommendation  by  the  Treasury  to 
hike  the  tax  on  gasoline  was  not  con¬ 
curred  in,  and  the  tax,  therefore,  remains 
the  same.  Various  other  products  and 
commodities  were  subjected  to  an  in¬ 
crease  or  were  entered  as  new  objects 
of  excise  taxes.  Consideration  of  the 
question  of  imposing  floor  taxes  followed 
naturally  in  the  wake  of  new  or  addi¬ 
tional  levies.  The  committee  gave  indi¬ 
vidual  attention  in  each  case  and  tried 
to  handle  the  problem  in  such  a  way  as 
to  cause  as  little  dislocation  to  the  af¬ 
fected  industry  as  was  possible,  while,  at 
the  same  time,  protecting  the  revenue  of 
the  Treasury.  I  believe  you  will  find 
that  on  the  whole  the  taxpayers  who  have 
been  consulted  in  the  matter  are  in 
agreement  with  the  provisions  of  the  bill 
relating  to  floor  taxes. 

Mr.  Chairman,  I  want  to  express  my 
keen  appreciation  of  the  very  fine  expo¬ 
sition  of  statesmanship  we  had  here  this 
afternoon  on  the  part  of  the  gentleman 
from  Oklahoma  [Mr.  Disney]  and  the 
gentleman  from  California  [Mr.  Voor- 
his]  .  Both  of  these  gentlemen  hail  from 
community-property  States,  and  they 
have  shown  as  fine  an  example  of  states¬ 
manship,  selflessness,  service,  and  a 
subjugation  to  sound  principle  as  I  have 
ever  witnessed  on  this  floor.  Political 
expediency  or  particular  advantage  for 
themselves  and  for  their  States  was  not 
taken  into  account.  The  general  good  of 
the  country  only  and  of  the  great  ma¬ 
jority  of  their  own  people  motivated 
these  two  gentlemen  in  coming  here  end 
taking  the  side  of  the  issue  which  holds 
to  the  fact  that  section  111,  pertaining 
to  compulsory  joint  returns,  is  sound  and 
should  remain  in  the  bill. 

And  now,  if  I  might  be  permitted,  Mr. 
Chairman,  to  dwell  for  just  a  few  mo¬ 
ments  on  the  controversial  and  misun¬ 
derstood  subject  of  compulsory  joint  re¬ 
turns,  I  should  want  to  say  that  the  Com¬ 
mittee  on  Ways  and  Means  for  a  period 
of  years,  and  more  especially  during  the 
past  8  years,  with  which  I  am  familiar, 
tried  to  get  at  this  problem  which,  while 
not  confined  alone  to  community  prop¬ 
erty  States,  of  which  there  are  nine,  is 
most  acute  and  pressing  because  of  these 
States.  However,  as  I  stated,  the  prob¬ 
lem  is  not  confined  to  these  nine  States. 
It  is  prevalent  to  a  lesser  degree  in  every 
State  of  the  Union  and  confined  to  a 
relatively  small  percentage  of  the  tax¬ 
payers  of  any  given  State. 


Taking  the  number  of  married  couples 
filing  income-tax  returns  throughout  the 
United  States,  the  total  is  3,041,624.  Of 
this  number  2,866,026  are  at  the  present 
time,  and  voluntarily,  filing  joint  returns, 
while  only  175,598  married  couples  con¬ 
stituting  5.77  percent  file  separate  re¬ 
turns.  For  the  benefit  of  the  people  of 
Michigan  I  want  to  state  that  out  of  136,- 
701  married  couples  filing  returns  132,080 
voluntarily  file  joint  returns  now,  while 
only  4,621  married  couples,  constituting 
3.38  percent  file  separate  returns.  You 
will  observe  that  among  the  married  cou¬ 
ples  making  separate  returns  in  Michigan 
the  percentage  in  my  State  is  slightly 
more  than  one-half  of  the  percentage  in 
this  category  nationally. 

To  be  more  specific,  separate  returns  in 
Michigan  amount  to  only  3.38  percent  of 
the  total,  whereas  throughout  the  United 
States  the  percentage  is  5.77.  This  is  due 
to  the  fact  that  the  community-property 
States  swell  the  national  average  in  this 
class'fication. 

Let  us  now  take  several  of  the  com¬ 
munity-property  States  as  an  illustra¬ 
tion:  California,  which  has  been  one  of 
the  greatest  beneficiaries,  the  State  of 
Texas,  and  the  Stats  of  Louisiana.  Inci¬ 
dentally,  these  States  in  about  the  order 
named  have  been  most  bitterly  opposed 
to  any  change  of  status.  The  percentage 
of  separate  returns  in  California  in  rela¬ 
tion  to  the  total  filing  returns  is  11  83,  in 
Texas  it  is  14.82  and  in  Louisiana  it  is 
17.19;  more  than  twice  and  three  times 
the  national  average,  and  as  high  as  five 
times  the  average  for  Michigan. 

Mr.  GEARHART.  Will  the  gentleman 
yield? 

Mr.  DINGELL.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  GEARHART.  Is  the  gentleman 
assuming,  as  I  think  he  is,  that  in  those 
separate  returns  that  only  the  income  on 
community-property  income  is  reported 
to  the  Government? 

Mr.  DINGELL.  I  am  merely  taking 
the  figures  for  what  they  are  and  they 
indicate  clearly  that  the  percentage  in 
the  State  of  California  who  file  separate 
returns  is  more  than  three  times  as  great 
as  in  Michigan  so  there  must  be  some 
advantage  in  this  practice  for  the  tax¬ 
payers  of  your  State. 

Mr.  GEARHART.  I  may  point  out  to 
the  gentleman  that  in  those  separate 
returns  may  be  contained  a  return  upon 
income  derived  from  common  property, 
a  return  upon  income  derived  from 
separate  property,  a  return  of  income 
derived  upon  property  held  as  a  joint 
tenancy,  with  survivorship,  or  under  any 
other  legalistically  conceived  estates  by 
which  property  may  be  held  or  income 
derived.  California  recognizes  the  hold¬ 
ing  of  property  under  as  many  different 
systems  as  man  can  conceive  of.  And 
the  return  on  income  derived  under  any 
property  classification  is  made  sepa¬ 
rately.  So  your  figures  do  not  shed  much 
light  on  the  situation. 

Mr.  DINGELL.  I  am  mindful  of  all 
that  you  say,  but  you  cannot  get  away 
from  the  fact  that  the  figures  clearly  in¬ 
dicate  that  in  the  State  of  California  a 
taxpayer  will  pay  only  $880  as  compared 
with  $1,166  in  Michigan  because  he  splits 
his  return  in  California  and  because  we 


in  Michigan  do  not  have  the  community- 
property  privilege. 

Mr.  GEARHART.  Because  California 
has  gained  a  slight  advantage,  you  want 
to  take  that  from  California.  Are  you 
willing  to  inflict  upon  yourself  and  the 
taxpayers  of  the  non-community-prop¬ 
erty  States  cruel  and  unusual  treatment 
just  because  the  taxpayers  of  California 
enjoy  a  slight  benefit? 

Mr.  DINGELL.  I  am  not  inflicting 
anything  upon  my  people  or  upon  myself. 
I  am  guarding  against  a  wrong.  I  will 
tell  you  how  I  might  inflict  upon  myself, 
and  that  is  if  I  vote  to  strike  section  111 
in  reference  to  compulsory  joint  returns. 
I  will  tell  you  to  what  extent  I  am  going 
to  inflict  it  upon  myself,  and  this  goes 
for  every  Member  of  the  House.  Here 
is  where  the  infliction  will  come  in.  Let 
us  take  the  example  which  I  cited  of  the 
Californian  paying  $880  on  a  separate 
return  and  the  Michigander  $1,166.  The 
Michigander  will,  if  this  section  is 
stricken  from  the  bill,  be  obliged  to  pay 
$1,628.  Make  no  mistake  about  this.  I 
am  serving  notice  on  the  House  now  that 
I  propose  to  press  for  some  sort  of  action 
that  will  wipe  out  this  advantage.  Call 
it  small  or  big,  it  is  absolutely  without 
justification,  and  I  am  going  to  insist 
that  it  be  eliminated  and  that  the  tax¬ 
payers  of  Michigan  and  of  California 
must  be  treated  alike.  For  this  reason 
I  am  going  to  insist  that  split  or  divided 
returns  shall  apply  equitably  throughout 
the  entire  United  States  and  to  compen¬ 
sate  for  whatever  loss  may  occur  as  a 
result  of  the  striking  of  this  provision 
from  the  bill,  that  the  rates  be  hiked 
sufficiently  to  bring  about  a  balance  in 
accordance  with  what  the  committee 
originally  planned. 

Mr.  GEARHART.  I  believe  the  sug¬ 
gestion  the  gentleman  makes  is  one  well 
worthy  of  consideration. 

Mr.  DINGELL.  The  gentleman  has 
expressed  himself  to  that  effect  before. 

Mr.  GEARHART.  I  would  like  to 
have  it  thoroughly  investigated.  I  be¬ 
lieve,  however,  if  we  pass  this  proposal 
that  the  people  who  do  not  live  in  com¬ 
munity-property  States  are  going  to  find 
that  they  have  bitten  off  their  own  noses 
to  spite  the  face  of  someone  who  happens 
to  be  living  in  a  community-property 
State. 

Mr.  DINGELL.  I  will  tell  you  hew 
many  are  involved.  In  my  State  the  ones 
who  will  be  penalized,  as  the  gentleman 
states,  and  who  will  be  made  to  pay  their 
fair  proportion,  as  I  say,  number  4,621 
out  of  136,701  at  the  present  time. 

Mr.  SHAFER  of  Michigan.  What  per¬ 
centage  is  that? 

Mr.  DINGELL.  Three  and  thirty-eight 
one-hundredths  percent. 

I  call  your  attention  to  page  17  of  the 
report,  and  I  dare  say  if  you  will  read 
this  very  carefully  so  that  you  will  be 
able  to  understand  the  illustration  and 
the  table  and  realize  the  effect  that  not 
a  single  Member  of  this  House  living  in 
a  non-community-property  State  will 
vote  to  strike  out  section  111,  because  if 
you  do  you  will  perpetuate  the  special 
privilege  and  the  evasion  of  tax  on  the 
part  of  6  percent  of  the  taxpayers  and 
will  impose  it  upon  the  already  overbur¬ 
dened  94  percent  who  voluntafily  file 
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joint  returns.  That  means,  too,  that  you 
will  have  to  impose  upward  of  $323,000,- 
000  more  on  the  people  who  willingly  and 
without  complaint  are  paying  their  just 
share  in  order  to  respond  to  the  protests 
of  those  who  are  now  enjoying  an  unde¬ 
served  privilege. 

May  I  say  here  and  now,  Mr.  Chair¬ 
man,  that  if  this  well-organized  and 
determined  move  emanating  from  the 
community-property  States’  representa¬ 
tives  should  materialize,  and  the  House 
should  strike  section  111  from  the  bill,  I 
shall  endeavor  to  have  the  committee 
submit  for  the  consideration  of  the 
House  a  plan  which  I  have  advocated  of 
a  compulsory  divided  or  split  return  ap¬ 
plicable  in  all  States  and  to  all  income 
taxpayers  in  the  same  way.  In  other 
words,  to  give  to  all  married  couples  the 
same  privileges  and  the  same  advantages 
as  are  had  by  the  married  couples  which 
in  community-property  States  make  sep¬ 
arate  returns  and  enjoy  the  more  attrac¬ 
tive  rates  contained  in  the  lower  brack¬ 
ets.  Such  a  move  is  intended  to  equalize 
the  burden  among  the  taxpayers  in  my 
State  and  is  intended  to  eliminate  eva¬ 
sions  and  such  other  advantages  as  are 
permitted  under  the  law  and  which  ac¬ 
cord  avenues  of  escape  through  the  cre¬ 
ation  of  trust  funds,  through  the  prac¬ 
tice  of  making  substantial  gifts  to  wives 
and  to  husbands,  and  by  other  recognized 
and  legitimate  means.  In  order  that 
there  may  not  be  a  loss  of  revenue  my 
proposal  will  include  a ,  substantial  hike 
or  increase  in  the  tax  rates  and  then  I 
am  wondering  how  many  Members  of 
this  House  from  non-community-prop¬ 
erty  States  will  dare  vote  against  such  a 
proposal.  There  is  neither  rhyme  nor 
reason  why  an  income  taxpayer  in  the 
State  of  Michigan  should  pay  $1  166  in 
making  his  joint  return  while  a  taxpayer 
similarly  situated  and  in  the  same  classi¬ 
fication  should  pay  $286  less,  because  he 
is  privileged  to  make  a  separate  or  split 
return  with  his  wife,  and  the  presump¬ 
tion  being  that  one-half  of  his  $10,000  in¬ 
come  for  tax  purposes  belongs  to  her.  I 
am  wondering  if  there  will  be  a  single 
Member  from  Michigan  who  will  vote  to 
strike  out  the  compulsory  joint-return 
provision  in  order  to  favor  the  4,621 
privileged  taxpayers  in  Michigan  and 
thereby  shift  a  substantial  amount  of 
the  tax  burden  to  the  132,000  who  are 
today  voluntarily  filing  joint  returns. 

I  am  prepared  to  defend  my  position 
in  this  matter  against  any  and  all  at¬ 
tacks  and  I  am  sure  that  my  people  in 
the  State  of  Michigan  will  sustain  me. 

When  the  time  comes  I  am  not  tongue- 
tied  and  will  make  myself  heard.  Many 
well-intended  people  have  been  misled 
to  believe  that  this  compulsory  joint- 
return  provision  is  a  discrimination 
against  wives — in  other  words,  against 
women.  That  is  sheer  bunk  and  non¬ 
sense.  There  is  nothing  in  the  bill  which 
will  sustain  that  kind  of  an  argument. 
The  gender  was  not  considered.  It  ap¬ 
plies  equally  to  men  and  to  women.  The 
bill  has  in  mind  only  the  taxpayer.  We, 
of  the  committee,  were  not  concerned 
about  sex.  Moreover,  arguments  were 
advanced  that  this  provision  will  lead  to 
dissolution  of  marriages,  will  create  mis¬ 
understandings,  will  stimulate  loose 


moral  practices  and  downright  illicit 
sexual  relations. 

All  of  these  arguments  are  fallacious 
and  without  foundation.  I  received  a  let¬ 
ter  written  by  a  prelate  of  a  great 
Christian  communion  which  was  ad¬ 
dressed  to  members  of  the  Committee  on 
Ways  and  Means  but  which  was  first 
given  to  the  press.  The  letter  was  un¬ 
doubtedly  inspired  by  selfish  individuals 
directly  affected  by  the  compulsory  joint- 
return  proposal.  The  well-intended 
bishop  was  sadly  misled.  He  cannot  sus¬ 
tain  his  position  or  his  opposition  and 
subjects  himself  to  well-deserved  criti¬ 
cism.  I  have  written  him  and  stated,  in 
part: 

I  feel  that  when  a  bishop,  laying  aside  his 
mitre  and  mantle,  departs  from  theology  and 
dogma  and  invades,  without  extensive  study, 
the  complex  and  dangerous  field  of  taxation, 
that  he  may  subject  himself  to  criticism 
similar  to  that  which  once  was  applicable  to 
a  great  inventor  who  left  his  bench  and 
formulae  and  slide  rule  to  prove  by  electro¬ 
physics  and  mechanical  appliances  that  there 
was  or  was  not  a  God. 

I  shall  vote  to  retain  the  compulsory 
joint  provision. 

[Here  the  gavel  fell.] 

Mr.  CARLSON.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  California  [Mr.  Gear¬ 
hart], 

Mr.  GEARHART.  Mr.  Chairman,  I 
ask  unanimous  consent  to  revise  and  ex¬ 
tend  the  remarks  which  I  have  made 
and  which  I  will  hereafter  make  during 
the  discussion  of  this  bill. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
California  [Mr.  Gearhart]? 

There  was  no  objection. 

Mr.  CARLSON.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Michigan  [Mr.  Dondero]. 

Mr.  DONDERO.  Mr.  Chairman,  the 
proDOsed  tax  bill,  H.  R.  5417,  now  before 
the  House  for  consideration  proposes  a 
levy  of  three  and  a  half  billion  dollars  in 
new  taxes  on  the  American  people.  The 
House  Ways  and  Means  Committee  has 
devoted  a  great  daal  of  time  to  the  sub¬ 
ject',  and,  upon  the  whole,  has  performed 
an  exceedingly  difficult  task.  They  have 
brought  to  the  House  a  tax  measure  which 
includes  an  enormous  list  of  new  items, 
tax  schedules,  amendments,  and  rates. 
It  is  a  complicated  measure.  It  is  not 
easy  to  understand  it  all  unless  one  is  a 
member  of  the  Ways  and  Means  Com¬ 
mittee  and  has  taken  part  in  the  consid¬ 
eration  and  preparation  of  a  measure  of 
this  magnitude  and  scope. 

There  is  no  such  thing  as  a  good  tax 
hill.  Taxes,  whether  large  or  small,  are 
never  welcome  to  those  who  have  to  meet 
the  obligations  and  burdens  imposed  by 
them. 

The  present  bill,  by  and  large,  presents 
an  equitable  measure.  The  committee 
exercised  a  great  deal  of  care  in  an  effort 
to  avoid  inequities  and  unjust  provisions. 
In  spite  of  that  fact,  however,  inequities 
are  bound  to  appear  and  some  of  the  pro¬ 
visions  of  this  bill  seem  to  be  unjust. 

Like  every  other  Member  of  this  body, 
I  have  received  protests  against  the  un¬ 
just  proposal  of  joint  return  by  husband 
and  wife  of  their  income.  It  is  even 
claimed  that  the  effect  of  this  change  in 


the  law  would  discourage  marriage  and 
encourage  divorce,  and  that  where  the 
husband  and  wife  have  incomes  from  sep¬ 
arate  estates,  they  could  live  cheaper  by 
severing  their  marital  relations.  It  is 
quite  probable  that  the  objections  to  it 
may  result  in  its  being  stricken  from  the 
bill  under  the  rule  presented  to  the  House. 

This  tax  bill  proposes,  like  others  that 
have  been  presented,  to  place  an  addi¬ 
tional  and  ever-increasing  burden  upon 
industries  that  offer  the  least  resistance 
and  where  the  tax  can  be  collected  with 
the  least  effort. 

The  greatest  industry  in  the  United 
States,  or  at  least  one  of  the  largest  in¬ 
dustries  in  this  country  and  which  fur¬ 
nishes  a  large  amount  of  money  in  taxes 
for  the  Federal  Government,  is  the  auto¬ 
motive  industry.  While  this  tax  bill  dou¬ 
bles  the  amount  of  taxes  upon  that  in¬ 
dustry,  I  believe  that  the  committee  has 
done  a  credible  piece  of  work  in  view  of 
the  recommendations  made.  There  is  an 
inexorable  law  of  diminishing  returns  and 
that  never-changing  rule  of  “killing  the 
goose  that  lays  the  golden  egg.”  Let  us 
who  are  charged  with  the  responsibility 
of  protecting  as  well  as  taxing  the  indus¬ 
tries  and  commercial  life  of  this  country 
beware  that  we  do  not  impose  unjust  and 
punitive  taxes  upon  an  industry  or  a 
product  because  it  is  easy  to  tax.  Better 
that  we  adopt  a  policy  to  make  every  per¬ 
son  pay  his  just  portion  of  the  Nation’s 
burden  than  to  crush  and  destroy  an  in¬ 
dustry  because  it  yields  easily  to  taxation. 

A  further  unjust  provision  in  the  pres¬ 
ent  bill  has  come  to  my  attention  re¬ 
garding  the  proposed  tax  on  outdoor  ad¬ 
vertising.  I  received  a  protest  from  an 
advertising  firm  in  my  State  pointing  out 
that  if  this  provision  of  the  bill  became 
effective  that  the  tax  on  its  concern 
would  approximate  $3,700  annually,  and 
that  the  company  had  never  made  a  net 
profit  of  that  amount  in  any  one  year. 
It  further  pointed  out  that  they  could  not 
change  their  contracts  with  their  cus¬ 
tomers  because  their  contracts  are  made 
for  a  term  of  3  years  in  advance.  The 
result  of  this  tax,  if  it  becomes  effective, 
will  be  to  either  force  that  concern  into 
bankruptcy,  reduce  its  personnel,  or  go 
out  of  business.  If  such  should  be  the 
result,  then  we  would  be  putting  into 
actual  practice  the  effect  of  that  famous 
oft-quoted  statement  in  a  decision  of  the 
Supreme  Court  of  the  United  States  that 
“the  power  to  tax  is  also  the  power  to 
destroy.” 

During  the  last  11  months  more  than 
$53,000,000,000  has  been  appropriated 
by  Congress  for  national  defense.  This 
staggering  amount  does  not  include  the 
other  billions  of  dollars  required  to  meet 
the  present  high  cost  of  running  the  Gov¬ 
ernment.  It  probably  will  amount  to  at 
least  ten  or  twelve  billion  dollars  more, 
or  a  total  of  nearly  $65,000,000,000. 

This  bill  proposes  to  raise  $3,500,000,- 
000,  or  a  little  more  than  514  percent  of 
the  staggering  sum  appropriated  and  to 
be  added  to  our  public  debt.  This  sum 
will  be  in  addition  to  $9,500,000,000  now 
levied  under  existing  law,  or  a  total  of 
$13,000,000,000  in  taxes  in  1  year. 

No  one  familiar  with  the  fiscal  affairs 
of  our  Government  hesitates  to  admit 
that  a  national  debt  of  $100,000,000,000 
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will  confront  the  American  people.  This 
tax  bill  is  but  a  mild  gesture  compared 
to  what  the  people  will  have  to  pay.  Dur¬ 
ing  the  last  8  years  this  country  has 
witnessed  an  administration  committed 
to  extravagant  spending  and  reckless 
borrowing.  Much  of  it  has  been  wasted 
and  frittered  away  on  many  useless  and 
questionable  projects.  The  people  of 
this  Nation  have  been  living  in  a  fool’s 
paradise.  The  Government  has  pro¬ 
vided  things  which  they  would  never 
have  provided  for  themselves.  In  spite 
of  the  steadily  mounting,  staggering  bur¬ 
den  of  public  debt,  a  majority  have  gone 
to  the  ballot  box  and  registered  their 
approval  of  such  a  course.  Undoubtedly 
many  have  done  so  in  the  belief  that 
there  was  no  end  to  the  credit  of  the 
United  States;  that  there  would  be  a 
steady  flow  of  Government  checks;  and 
that  there  would  be  no  end  to  Federal 
hand-outs  and  subsidies. 

But  now  the  time  has  come  when  we 
must  pay  the  fiddler.  This  is  the  first 
hint  of  what  is  to  follow,  and  the  people 
of  this  country  will  have  but  one  of  three 
choices  to  make.  They  must  either  bend 
beneath  the  load  of  Federal  taxation, 
accept  the  disastrous  effect  of  uncon¬ 
trolled  inflation,  or  the  dishonor  of  re¬ 
pudiation.  The  latter  means  the  de¬ 
struction  of  the  American  form  of  gov¬ 
ernment.  The  present  course  of  adding 
billions  upon  billions  to  the  ever-increas¬ 
ing  amount  of  our  national  debt  through 
spending,  and  borrowing  from  our  great 
grandchildren,  leads  in  one  direction — 
the  collapse  of  the  economic  structure  of 
this  Republic. 

A  very  considerable  portion  of  our  peo¬ 
ple  have  come  to  believe  that  the  Gov¬ 
ernment  will  provide  their  livelihood 
without  any  or  very  little  effort  on  their 
part  to  produce  it. 

Since  this  administration  came  into 
power  I  challenge  anyone  to  find  a  single 
utterance  made  by  the  President  calling 
upon  the  American  people  to  economize 
in  their  daily  living,  to  save  a  portion  of 
their  earnings  for  a  rainy  day,  or  to  sacri¬ 
fice  in  their  wants  and  demands  in  life. 
On  the  contrary,  they  have  been  led  to 
believe  that  the  domestic  policies  of  the 
administration  and  its  theories  of  social 
reform  made  the  virtue  of  thrift  and 
saving  old-fashioned,  outmoded,  and  no 
longer  necessary.  The  result  is  the  stag¬ 
gering  public  debt  that  is  now  facing  the 
Nation,  with  its  attendant  trend  toward 
national  bankruptcy.  There  will  come  a 
time,  and  it  may  be  near  at  hand,  when 
the  people  of  this  land  will  rise  in  their 
might  and  reject  these  utopian  theories, 
that  we  can  all  have  more  by  working 
less  and  saving  nothing. 

It  may  be  that  the  history  of  govern¬ 
ments  deny  the  v/isdom  of  placing  a  lim¬ 
itation  upon  the  amount  of  debt  that 
may  be  imposed  upon  the  people  of  a 
country  by  their  representatives,  but  I 
believe  that  the  time  may  come  when  an 
amendment  to  the  Constitution  of  the 
United  States  will  be  proposed  by  the 
people  themselves  fixing  a  limitation 
upon  the  amount  of  national  debt  be¬ 
yond  which  no  political  party  or  Con¬ 
gress  can  go.  There  may  be  many  rea¬ 
sons  and  arguments  advanced  why  this 
would  be  unwise,  but  the  present  condi¬ 


tion  in  which  we  find  ourselves  in  the 
United  States  presents  a  tragic,  if  not  a 
most  convincing  argument  why  such  a 
course  should  be  adopted. 

In  conclusion,  let  me  say  that  the  pol¬ 
icy  of  borrowing,  spending,  and  electing 
will  never  cease  in  this  country  until  the 
viciousness  of  that  policy  and  the  burden 
which  follows  it  are  placed  directly  on 
the  breakfast  table  and  in  the  lap  of 
every  taxpayer  and  citizen  in  the  United 
States.  Then,  and  only  then,  will  the 
people  realize  or  become  conscious  of  the 
unsound  and  dangerous  course  which  has 
led  them  into  our  present  difficulty. 

This  world  lias  not  yet  discovered  a 
theory  of  government  superior  to  simple 
arithmetic. 

Mr.  CARLSON.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Ohio  [Mr.  Clevenger]. 

Mr.  CLEVENGER.  Mr.  Chairman, 
much  as  I  dislike  the  rule  under  which 
this  bill  is  brought  before  the  House,  I 
shall  vote  for  it — large  as  it  is  in  amount, 
the  largest  single  tax-raising  measure  in 
history.  It  is  still  inadequate  in  scope 
to  sustain  the  spending  of  this  adminis¬ 
tration. 

Certainly  it  is  not  strictly  defense  taxa¬ 
tion.  It  will  partly  cover  the  ordinary 
civil  expenditures — the  customary  defi¬ 
cits  of  the  New  Deal.  With  the  delivery 
of  present  outstanding  defense  and  lease- 
lend  contracts  our  national  debt  must 
certainly  approach  the  $100,000,000,000 
figure.  The  debt  service  must  approach 
3  billions  annually — the  ordinary  expend¬ 
itures  some  7  billions.  The  peacetime 
operation  of  Army  and  Navy  not  less  than 
5  billions  or  $15,000,000,000  per  year,  even 
after  the  feverish  building  of  the  present 
ceases.  This  is  two  and  one-half  times 
the  national  income  for  1940.  With 
billions  more  of  New  Deal  schemes  await¬ 
ing  the  go  signal  in  the  guise  of  defense 
ca’  economic  planning,  certainly  the 
financial  outlook  for  America  is  dark 
indeed. 

I  have  voted  against  billions  in  New 
Deal  schemes  including  the  $7,000,000,000 
lease  lend.  I  shall  continue  to  do  so.  I 
have  voted  for  billions  for  defense  that 
I  am  sure  are  not  being  carefully  spent, 
and  with  my  country  almost  without 
friends  and  woefully  unprepared  I  will 
continue  to  vote  for  preparedness  even 
at  the  cost  of  waste.  I  regret  to  see  these 
grievous  burdens  laid  upon  my  unhappy 
country  but  the  tune  has  been  called,  and 
the  piper  must  be  paid.  My  hope  and  my 
prayer  is  that  the  credit  and  the  resources 
of  my  country  may  prove  adequate  to  the 
task  of  arming  and  protecting  this  Nation 
against  all  threats  from  any  quarter. 

That  we  shall  not  face  ruinous  infla¬ 
tion,  repudiation,  or  financial  collapse 
due  to  this  wild-eyed  spending  and  profli¬ 
gate  wasting  under  the  New  Deal. 

How  precious  are  the  remaining  assets, 
how  jealously  should  they  be  conserved, 
that  this  free  Republic  may  live  and  pri¬ 
vate  enterprise  under  the  American  sys¬ 
tem  offer  its  rewards  to  millions  of  men 
and  women. 

Mr.  CARLSON.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Penn¬ 
sylvania  [Mr.  Rich]. 

Mr.  RICH.  Mr.  Chairman,  they  say 
that  there  is  nqthing  sure  in  life  but 


death  and  taxes.  We  know  we  are  going 
to  get  the  taxes,  we  know  we  have  had 
the  taxes,  and  some  day  I  suppose  death 
will  come  to  all  of  us. 

The  power  to  tax  is  the  power  to  de¬ 
stroy,  and  I  believe  we  are  probably  ap¬ 
proaching  that  point  in  our  National 
Government. 

I  have  heard  much  said  about  this  tax 
bill  being  a  defense-tax  measure.  I  do 
not  look  upon  this  as  a  defense-tax 
measure.  I  look  upon  it  as  a  tax  to  let 
the  American  people  pay  for  the  great 
joy  ride  we  have  had  for  the  past  10 
years.  Each  year  in  the  past  8  years  the 
national  deficit  has  averaged  $3,500,- 
000,000.  If  you  intended  to  keep  on  the 
joy  ride,  which  it  seems  you  do,  because 
you  have  not  reduced  the  regular  oper¬ 
ating  expenses  of  government,  it  seems 
to  me  you  should  have  put  this  tax  bill 
into  effect  10  years  ago. 

Since  1936  you  have  placed  on  the 
statute  books  eight  major  tax  bills.  This 
is  the  eighth  major  tax  bill  you  have 
written  for  the  American  taxpayers  to 
pay.  A  frugal  man  will  keep  the  ex¬ 
penses  of  his  home  or  his  business  to  a 
minimum.  You  have  not  done  that  in 
the  operation  of  your  Government,  and 
there  is  no  one  who  can  say  that  you 
have. 

In  regard  to  keeping  expenses  within 
your  income,  I  can  quote  no  better  au¬ 
thority  or  no  sounder  statement  than 
President  Franklin  D.  Roosevelt  in  his 
campaign  speech  at  Pittsburgh,  Pa.,  on 
October  19,  1932: 

The  credit  of  the  family  depends  chiefly 
upon  whether  that  family  is  living  within 
its  income.  And  that  is  equally  true  of  the 
Nation.  If  the  Nation  is  living  within  its 
income,  its  credit  is  good. 

If  government  lives  beyond  its  income  for 
a  year  or  two,  it  can  usually  borrow  tempo¬ 
rarily  at  reasonable  rates.  But  if,  like  a 
spendthrift,  it  throws  discretion  to  the  winds 
and  is  willing  to  make  no  sacrifice  at  all  in 
spending;  if  it  extends  its  taxing  to  the  limit 
of  the  people’s  power  to  pay  and  continues  to 
pile  up  deficits,  then  it  is  on  the  road  to 
bankruptcy. 

Also  I  quote  from  the  Honorable  Albert 
C.  Ritchie,  former  Governor  of  Mary¬ 
land,  in  his  address  before  the  Associa¬ 
tion  of  the  Bar  of  New  York  City,  March 
28, 1935: 

No  nation  can  ever  be  stable  without  recog¬ 
nizing  certain  fundamental  economic  truths, 
and  one  of  these  is  that  it  must  live  within 
its  means  and  cannot  long  borrow  to  meet 
deficits  or  current  obligations.  So  we  must 
aim  for  a  balanced  budget. 

You  have  promised  to  reduce  the  num¬ 
ber  of  bureaus  and  to  reduce  the  oper¬ 
ating  expenses  of  Government.  This 
you  have  not  done.  You  have  increased 
the  number  of  bureaus,  and  you  have 
multiplied  by  hundreds  of  percents  the 
number  of  employees  in  the  various  de¬ 
partments.  Now  you  are  getting  into 
the  trouble  that  comes  from  such  opera¬ 
tions.  You  are  not  only  getting  into 
trouble  now,  but  you  are  going  to  get 
into  more  trouble  as  you  go  on. 

Refer  to  the  Government  statement 
of  July  29.  Do  you  know  that  you  went 
into  the  red  during  the  month  of  July 
up  to  that  date  over  $1,117,000,000?  Do 
you  know  that  you  have  been  going  in 
the  red  during  that  time  $38,500,000  a 


6636 


CONGRESSIONAL  RECORD— HOUSE 


August  1 


daj’?  Do  you  know  that  this  adminis¬ 
tration  has  gone  into  the  red  at  the  rate 
of  over  $10,000,000  a  day  ever  since  it 
has  been  in  existence?  This  is  a  terri¬ 
ble  record.  You  have  not  only  spent 
and  spent  and  spent,  but  you  have  cre¬ 
ated  the  sentiment  in  the  majority  of 
the  people  of  this  country  that  they 
ought  to  come  io  the  Government  to  get 
something  out  of  the  already  empty 
Treasury.  That  is  the  worst  thing  that 
has  ever  happened  to  the  American  peo¬ 
ple.  The  old,  stand-up  American  used  to 
say,  “  I  am  ready  to  get  up  at  4  o’clock  in 
the  morning  and  get  out  and  work,  and 
earn,  and  save.”  You  have  just  about 
broken  down  that  quality  in  the  sound 
American  individuals,  and  it  is  going  to 
be  difficult  for  you  to  get  the  American 
people  back  to  that  attitude.  You  have 
come  to  such  a  point  that  God  only 
knows  if  we  will  be  able  to  preserve  our 
American  Government  and  our  Ameri¬ 
can  form  of  life. 

Mr.  PATRICK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  RICH.  I  yield  for  a  question. 

Mr.  PATRICK.  I  do  not  believe  the 
gentleman  can  apply  that  argument  right 
now,  because  this  bill  will  bring  some¬ 
thing  into  the  Treasury. 

Mr.  RICH.  Yes;  it  will  bring  some¬ 
thing  in  to  pay  for  this  terrible  spending 
you  have  been  doing,  the  things  you  voted 
for.  You  are  doing  it  now  under  the  guise 
of  national  defense.  It  is  not  because  of 
national  defense;  it  is  because  of  the  ruth¬ 
less  spending  you  have  been  doing  in  the 
last  8  years. 

Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  RICH.  I  cannot  yield  now,  because 
I  have  only  10  minutes,  and  I  do  not 
want  to  impose  on  the  time  of  the  Mem¬ 
bers.  You  have  heard  me  speak  on  this 
subject  time  after  time.  As  long  as  God 
gives  me  the  strength  to  do  so,  I  am  going 
to  continue  to  punch  it  to  you. 

Mr.  BUCK.  Is  the  gentleman  address¬ 
ing  his  remarks  to  the  members  of  the 
Committee  on  Ways  and  Means  or  to  the 
House  generally? 

Mr.  RICH.  To  the  House  generally.  I 
may  say  to  the  gentlemen  of  the  Com¬ 
mittee  on  Ways  and  Means  that  I  believe 
you  have  done  about  as  good  a  job  as  you 
could  do  in  bringing  in  this  tax  bill.  I  do 
not  like  it.  I  do  not  want  to  vote  for  it. 
It  is  going  to  punch  me  right  in  the  ribs, 
but  I  am  going  to  vote  for  it  because  I  am 
going  to  try  to  save  this  Nation  if  I  possi¬ 
bly  can.  The  only  way  you  can  do  that — 
I  want  to  impress  this  on  you,  as  I  have 
tried  to  do  for  8  years — is  to  stop  your 
spending  and  use  a  little  common  sense. 
I  have  tried  to  vote  every  time  I  could  to 
cut  expenses,  but  I  have  gotten  very  little 
help  over  here. 

Mr.  BUCK.  I  do  not  wish  to  be  dis¬ 
respectful  to  the  gentleman,  who  is  a 
member  of  the  Committee  on  Appropria¬ 
tions,  but  may  I  say  that  all  the  Commit¬ 
tee  on  Ways  and  Means  is  trying  to  do  is 
to  bring  in  revenue  to  pay  for  the  appro¬ 
priations  which  the  gentleman’s  commit¬ 
tee  makes. 

Mr.  RICH.  You  will  never  catch  up 
with  us,  I  am  sorry  to  say.  The  House 
of  Representatives  is  too  good  at  spend¬ 
ing  for  you  to  do  that.  I  want  them  to 
do  that.  I  would  like  for  the  Ways  and 


Means  Committee  to  keep  up  with  the 
Appropriations  Committee.  I  agree  with 
that  sentiment  100  percent,  but  as  our 
friend,  the  gentleman  from  Tennessee 
[Mr.  Cooper],  has  said,  the  Appropria¬ 
tions  Committee  is  only  acting  for  the 
House  and  if  they  are  going  to  pass  all 
these  appropriation  bills,  you  have  got 
to  go  to  the  people  and  make  them  pay. 
I  want  to  make  them  pay  now  so  the 
people  will  kick  out  of  the  Congress  a  lot 
of  these  spenders.  This  is  the  only  way 
you  can  stop  such  spending.  I  do  not 
say  this  with  any  disrespect  for  any 
Member  of  the  House,  but  I  say  it  be¬ 
cause  I  am  trying  to  do  my  duty  as  an 
honest,  conscientious  American  citizen, 
and  if  the  people  do  not  like  me  because 
I  have  voted  to  keep  from  spending  their 
money,  and  now  I  am  going  to  vote  to 
tax  them,  then  I  say  to  them  that  I  am 
simply  trying  to  save  the  liberty  which 
the  American  people  have  enjoyed  for 
150  years.  This  is  more  valuable  than 
their  pocketbooks  and  is  more  important 
than  any  money  they  have  ever  had. 

Mr.  COOPER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  RICH.  I  yield  to  my  colleague, 
the  gentleman  from  Tennessee. 

Mr.  COOPER.  Does  not  the  gentle¬ 
man  agree  that  we  ought  to  begin  one 
step  further  back  and  watch  these  au¬ 
thorizations  that  we  vote  on  here  in  the 
House,  because  after  the  authorization  is 
voted,  then  they  come  to  the  gentleman’s 
Committee  on  Appropriations  and  say 
that  you  have  authorized  it  and  now  you 
have  got  to  appropriate  the  money. 

Mr.  RICH.  The  gentleman  is  abso¬ 
lutely  correct.  I  hear  many  Members  of 
the  House  say  in  speaking  of  an  authori¬ 
zation,  “This  is  not  going  to  cost  any¬ 
thing,  because  it  is  just  an  authoriza¬ 
tion.”  When  a  man  tells  me  that  I  feel 
like  asking  him  whether  I  look  that 
dumb.  I  would  not  want  to  insult  him, 
but  I  always  feel  like  making  that  re¬ 
mark  to  him  because  he  knows  in  his 
own  heart  that  it  will  only  be  a  short 
time  until  he  will  be  before  the  Appro¬ 
priations  Committee  or  the  Budget  Bu¬ 
reau  or  the  President  trying  to  get  the 
money  to  put  the  authorization  into 
effect. 

Mr.  COOPER.  He  wants  the  authori¬ 
zation  so  he  can  get  the  appropriation. 

Mr.  RICH.  The  gentleman  is  abso¬ 
lutely  right. 

[Here  the  gavel  fell.] 

Mr.  CARLSON.  Mr.  Chairman,  I  yield 
the  gentleman  3  additional  minutes. 

Mr.  RICH.  I  now  want  to  say  a  word 
about  the  provision  with  respect  to  joint 
income-tax  returns.  I  do  not  like  that 
provision,  and  it  distresses  me  very  much 
that  I  shall  have  to  vote  for  that,  too. 
I  have  received  letters  and  telegrams  from 
my  people  asking  me  to  vote  against  it, 
and  some  of  them  are  my  best  friends. 
But  when  I  think  of  eight  States  and  the 
number  of  people  in  those  States  who 
can  take  their  salaries  and  earnings  and 
divide  them  up  and  make  two  income- 
tax  returns,  it  seems  to  me  it  is  not  right 
or  just  or  honest.  If  we  are  going  to 
permit  these  eight  States  to  have  that 
privilege,  then  I  wish  we  could  permit 
everybody  in  every  State  to  have  the  same 
right,  and  I  understand  there  is  going  to 


be  an  amendment  offered  giving  us  a 
chance  to  vote  on  that.  I  am  going  to 
vote  first  to  include  these  eight  States, 
and,  if  I  cannot  accomplish  that,  then  I 
am  going  to  vote  to  include  every  State 
and  treat  them  all  alike,  because,  as  long 
as  I  am  in  Congress,  I  want  to  do  the 
right  and  honest  and  just  thing  to  every¬ 
body  in  every  State  in  the  United  States. 
This  is  what  I  am  going  to  try  as  long 
as  I  am  in  Congress.  The  people  back 
home  can  wire  me  and  ask  me  to  do  a 
certain  thing,  but  if  I  believe  it  is  wrong 
then  I  am  not  going  to  vote  for  it. 

Mr.  GEARHART.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  RICH.  I  yield  to  the  gentleman 
from  California. 

Mr.  GEARHART.  According  to  the 
last  figures  we  have  been  able  to  obtain, 
the  advantage  or  the  tax  saving  to  tax¬ 
payers  who  live  in  the  community- prop¬ 
erty  States  amounts  to  $40,000,000. 

Mr.  RICH.  I  have  been  told  that  it 
amounts  to  $335,000,000,  and  we  have  got 
to  get  that  $335,000,000,  and  I  am  going 
to  help  to  get  it. 

Mr.  GEARHART.  I  believe  we  are 
talking  about  different  things.  The  sav¬ 
ing  is  nothing  like  that.  I  say  that  ac¬ 
cording  to  the  last  figures  we  have  been 
able  to  obtain  the  savings  to  the  tax¬ 
payers  in  the  community-property  States 
amount  to  $40,000,000  each  year.  We  are 
now  writing  a  $13,000,000,000  tax  bill,  in¬ 
cluding  the  other  tax  levies  that  are  still 
in  effect.  This  means  that  the  saving 
that  everybody  is  so  excited  about  in  all 
of  the  community-property  States  con¬ 
stitutes  but  two-tenths  of  1  percent  of 
the  total  tax  collections  for  1941-42.  It 
is  nothing  to  get  excited  about.  If  com¬ 
pulsory  income-tax  returns  are  to  be  re¬ 
quired  the  charge  should  be  justified  on 
other  grounds. 

Mr.  RICH.  Mr.  Chairman,  I  believe 
in  taxes,  but  I  think  that  the  first  thing 
we  know  we  are  going  to  break  down  in¬ 
dustry  and  break  the  American  people. 
We  will  either  have  to  stop  spending  or 
we  will  have  to  levy  more  taxes.  This 
will  bring  about  a  terrible  situation,  be¬ 
cause  we  are  now  in  very  bad  financial 
shape. 

The  following  are  some  1940  tax  facts 
with  respect  to  165  American  corpora¬ 
tions: 

1940  Tax  Pacts  Revealed  by  Survey  of 

American  Industry  of  165  Corporations 

Gross  assets  of  165  representative  Ameri¬ 
can  corporations  totaled  $44,975,000,000  in 
1940. 

Total  capital  stock  of  these  165  companies 
outstanding  in  1940  aggregated  $16,811,000,- 
000. 

Number  of  employees  of  these  165  corpo¬ 
rations  (average  for  the  year  1940)  was 
3,490,000. 

Total  net  income,  after  taxes,  of  these 
companies  in  1940  was  $2,023,000,000. 

Total  taxes  for  1940  (all  kinds,  Federal, 
State,  and  local)  of  the  165  companies  in¬ 
cluded  in  this  tabulation  amounted  to 
$2,565,000,000.  (This  does  not  include  the 
portion  of  social-security  taxes  that  em¬ 
ployers  are  compelled  by  law  to  withhold 
from  workers  and  pay  to  the  Federal  Gov¬ 
ernment.) 

Dividends  on  common  stock  paid  by  these 
165  companies  in  1940  amounted  to  $1,247,- 
000,000.  (Twenty-six  of  the  companies  listed 
paid  no  dividends  in  1940  to  their  common 
stockholders.) 
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SALIENT  POINTS  BROUGHT  OUT  BY  THESE  STA¬ 
TISTICS 

1.  Total  taxes  paid  by  these  165  companies 
for  the  year  1940  amounted  to  approximately 
56  percent  of  net  earnings,  before  taxes. 

2.  Taxes  for  1940  were  equivalent  to  $3  92 
per  share  of  common  stock,  whereas  divi¬ 
dends  paid  amounted  to  only  $1.91  per  share 
of  common  stock.  In  other  words,  these 
companies  paid  more  than  twice  as  much  in 
taxes  per  common  share  as  they  paid  in 
dividends. 

3.  Compared  with  1939,  total  taxes  paid 
for  1940  increased  almost  30  percent,  but  net 
earnings  (after  taxes)  increased  only  17l/2 
percent  in  the  same  period. 

4.  Taxes  for  1940  of  these  165  companies 
were  equivalent  to  $451  for  every  owner  of 
common  stock,  and  to  $735  for  every  em¬ 
ployee. 

5.  The  average  number  of  shares  of  com¬ 
mon  stock  owned  by  each  stockholder  was 

115. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Lou¬ 
isiana  [Mr.  Sanders], 

Mr.  SANDERS.  Mr.  Chairman,  I 
have  followed  the  course  of  this  debate 
very  attentively,  and  I  wish  at  this  time 
to  pay  tribute  to  the  very  splendid  man¬ 
ner  in  which  the  Ways  and  Means  Com¬ 
mittee  have  performed  a  very  onerous 
task.  As  other  speakers  have  said,  it  is 
utterly  impossible  to  bring  in  a  popular 
tax  bill,  but  the  Ways  and  Means  Com¬ 
mittee  in  this  instance  has  given  their 
best  attention  to  suggestions  that  have 
been  laid  before  them,  as  I  know,  and 
they  have,  in  my  opinion,  done  a  very 
fine  job.  That  does  not  mean  that  I 
necessarily  agree  with  every  conclusion 
they  have  come  to.  It  is  rather  impos¬ 
sible  to  conceive  that  all  of  the  435  Mem¬ 
bers  of  this  House  will  agree  among 
themselves  on  any  one,  or  two,  or  three 
measures,  certainly  not  a  tax  bill.  There 
are  a  few  things  in  this  bill  that  I  do  not 
approve.  I  intend  to  vote  for  it.  I  am 
not  going  to  vote  for  the  joint-return 
feature  of  the  bill.  I  shall  vote  to  elimi¬ 
nate  it,  but  whether  it  is  eliminated  or 
not  I  shall  vote  for  the  measure  as  it  is 
presented  to  the  House  in  its  final  form, 
because  in  common  with  most  of  the 
other  Members  of  this  House  I  recognize 
the  fact  that  the  tremendous  appropria¬ 
tions  for  national  defense  we  have  been 
making  can  be  met  in  no  other  way  than 
by  taxation,  and  this  is  not  the  last  of  the 
tax  measures  that  the  Ways  and  Means 
Committee  must  report  to  this  House. 
We  must  make  up  our  minds  to  that  ef¬ 
fect  and  support  those  measures  in  the 
best  form  that  can  be  presented  to  the 
public  from  time  to  time. 

Mr.  PATRICK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SANDERS.  Yes;  for  a  question. 

Mr.  PATRICK.  Dees  the  gentleman 
propose  to  give  his  reasons  for  not  sup¬ 
porting  the  joint-return  feature  of  the 
bill? 

Mr.  SANDERS.  As  much  as  I  can  in 
the  brief  time  that  I  have. 

Mr.  PATRICK.  Will  the  gentleman 
please  state  why  he  is  opposing  it? 

Mr.  SANDERS.  I  propose  to  do  that, 
but  I  cannot  cover  it  fully  in  the  time  that 
I  have.  First,  let  me  make  it  plain  that 
it  is  not  the  amount  of  money  involved. 
I  am  willing  to  vote  for  any  tax  and  in 
any  amount  that  may  be  necessary  for 
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the  defense  of  the  country,  and  the 
people  whom  I  represent,  the  people  af¬ 
fected  by  this  joint-return  feature — and, 
of  course,  I  speak  for  my  own  section  of 
Louisiana  only — will  be  entirely  willing  to 
pay  any  amount,  but  we  do  object  to  this 
particular  feature  of  the  bill  because  we 
feel  that  it  is  in  the  bill  due  to  a  miscon¬ 
ception  of  the  situation. 

Mr.  PATRICK.  Does  the  gentleman 
believe  that  the  burden  will  fall  on  those 
least  able  to  pay  if  that  amount  of  money 
is  lost  through  this  feature  being  stricken 
out? 

Mr.  SANDERS.  Not  necessarily. 
That  depends  upon  this  and  other  tax 
bills. 

Mr.  LEAVY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SANDERS  Yes. 

Mr.  LEAVY.  As  a  Member  coming 
from  a  community-property  State,  as  a 
matter  of  fact  the  joint  return  destroys 
the  community-property  law  of  the 
States  where  they  have  enacted  such  a 
law  under  their  sovereign  right  and  it  is, 
therefore,  unconstitutional. 

Mr.  SANDERS.  I  agree  with  the  gen¬ 
tlemen,  and  have  been  giving  opinions  to 
that  effect  to  my  clients  in  Louisiana  for 
20  years  or  more.  I  doubt  if  I  can  convey 
to  Members  from  a  noncommunity  prop¬ 
erty  State  what  we  mean  by  community 
property.  I  do  not  propose  to  try.  I  went 
to  a  law  school  and  I  studied  the  measure 
for  3  years,  and  when  I  graduated  I  had 
a  very  vague  idea  about  it,  and  I  have 
been  studying  it  ever  since.  There  are 
still  lots  of  things  that  I  do  not  know 
about  community  property.  I  can  say 
seme  of  the  things  that  it  is  not.  Of 
course,  I  speak  of  the  law  of  the  State  of 
Louisiana.  I  let  the  Members  from  other 
States  speak  for  those  States.  Our  com¬ 
munity  property  law  is  not  a  matter  of 
tax  evasion.  Speaker  after  speaker  has 
spoken  of  community  property  laws  as 
though  they  constituted  a  scheme  devised 
for  the  purposes  of  evading  taxes.  Let 
me  read  to  you  from  the  report  of  the  ma¬ 
jority  of  the  committee,  just  a  line,  on 
page  12,  near  the  bottom  of  the  page: 

If  husband  and  wife  can  so  arrange  their 
affairs  that  the  wife  is  in  receipt  of  a  portion 
of  the  income,  income  taxes  can  be  consider¬ 
ably  reduced. 

And  so  forth.  Every  speaker  who  has 
spoken  on  this  matter  in  favor  of  the 
joint-return  feature  of  the  bill,  without 
exception  has  spoken  as  though,  in  the 
language  of  this  report,  it  is  a  measure 
devised  for  the  purpose  of  reducing  the 
income  tax  that  these  people  have  to  pay. 

Mr.  COOPER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr-.  SANDERS.  Yes. 

Mr.  COOPER.  Of  course,  that  refer¬ 
ence  in  the  report  applies  not  only  to 
States  having  community  property  laws, 
but  it  is  also  applies  to  the  other  40  States 
where  the  very  thing  can  be  done  that  the 
report  says. 

Mr.  SANDERS.  I  grant  you  that,  but 
I  specified  that  I  was  speaking,  of  course, 
only  for  the  section  from  which  I  come. 
In  that  connection,  let  me  say  that  I 
doubt  if  this  feature  of  the  bill  will  af¬ 
fect  the  community-property  States  as 
much  as  it  will  the  other  States.  My  in¬ 


formation  is,  and  I  hope  some  member  of 
the  committee  will  correct  me  if  I  am  in 
error,  that  a  total  of  $325,000,000  will 
be  raised  by  this  feature  of  the  bill,  only 
$20,000,000  of  which  will  come  from  the 
community-property  States.  I  doubt  the 
constitutionality  of  it  as  it  applies  to 
those  individuals  who  reside  in  the  com¬ 
munity-property  States. 

Mr.  CROWTHER.  Will  the  gentleman 
yield? 

Mr.  SANDERS.  I  yield  briefly. 

Mr.  CEOWTI-IER.  Let  me  say  that  as 
one  member  of  the  committee,  I  did  not 
consider  it  particularly  as  an  evasion. 
Tom  Adams,  the  great  expert,  said  to  me 
there  are  two  methods  of  dodging  taxes, 
illegal  invasion  and  legal  avoidance.  I 
consider  it  in  the  classification  of  legal 
avoidance. 

Mr.  SANDERS.  I  would  like  to  an¬ 
swer  the  gentleman.  How  can  this  be 
considered  as  legal  avoidance  of  an  in¬ 
come  tax? 

Mr.  CROWTHER.  Will  the  gentleman 
yield  further? 

Mr.  SANDERS.  Let  me  proceed  just 
briefly  on  that. 

Mr.  CROWTHER.  Legal  avoidance. 

Mr.  SANDERS.  But  how  can  it  be 
legal  avoidance? 

Mr.  BUCK.  Let  me  just  ask  you  what 
does  the  sixteenth  amendment  give  the 
Congress  the  power  to  tax? 

Mr.  SANDERS.  Incomes,  according  to 
my  understanding. 

Mr.  BUCK.  Then  you  are  going  to 
read  something  defining  “income.” 
States  can  define  marital  status  and  as¬ 
sign  income  to  each  spouse,  and  then  the 
income  is  individual  income — is  it  not — 
and  must  be  taxed  so,  instead  of  build¬ 
ing  up  a  fictitious  pyramid,  which  your 
committee  is  trying  to  do. 

Mr.  SANDERS.  That  is  my  under¬ 
standing.  Article  2399  of  the  Louisiana 
Civil  Code  is  the  article  providing  for — 

Community  of  acquets  and  gains;  stipu¬ 
lation  against  required.  Every  marriage  con¬ 
tracted  in  this  State,  superinduces  of  right 
partnership  or  community  of  acquets  or 
gains,  if  there  be  no  stipulation  to  the 
contrary. 

Then  follows  an  entire  section  of  the 
Louisiana  Civil  Code,  of  many  pages,  am¬ 
plifying  that  provision  and  the  rights  of 
the  various  parties  thereto.  That  is  the 
Code  of  1870.  Prior  to  the  Code  of  1870 
we  had  the  Code  of  1812.  and  prior  to 
that  we  had  other  codes.  Every  one  of 
them  contained  a  similar  provision,  even 
prior  to  the  admission  of  Louisiana  tc 
statehood.  This  was  a  part  of  the  law 
of  the  land.  This  was  part  of  the  back¬ 
ground  on  which  families  were  estab¬ 
lished,  long  before  the  income  tax  was 
ever  dreamed  of  in  this  country.  How 
can  gentlemen  get  up  on  the  floor  of  this 
House  and  speak  of  an  attempt  to 
evade - 

[Here  the  gavel  fell.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
the  gentleman  2  additional  minutes. 

Mr.  SANDERS.  How  can  gentlemen 
get  up  here  and  speak  of  an  attempt  to 
evade,  either  legally  or  illegally,  in  face 
of  the  fact  that  this  has  been  the  law 
of  the  State  of  Louisiana  since  before 
Louisiana  was  a  State? 
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Mr.  CROWTHER.  The  gentleman’s 
argument  strengthens  my  point  that  it 
is  legal  avoidance.  He  has  proved  it. 

Mr.  SANDERS.  It  certainly  was  not  in 
contemplation  of  the  income  tax  that  this 
provision  of  the  Louisiana  Code  was 
adopted.  You  must  recall  that  there  is 
before  this  House,  and  this  debate  proves 
it  conclusively,  two  concepts  of  “family.” 
You  have  the  people  who  came  from 
Great  Britain  and  the  other  islands  of 
that  group  who  brought  with  them  to  this 
country  the  common-law  idea  that  the 
husband  and  wife  were  one,  and  the  hus¬ 
band  was  that  one.  As  they  spread  west¬ 
ward  they  brought  that  idea  with  them, 
and  this  basic  idea  continued  to  prevail 
in  the  common-law  States,  though  it  has 
been  subsequently  modified  by  statutes  in 
many  States.  But  in  the  civil-law  States 
we  have  an  entirely  different  attitude  to¬ 
ward  “family.”  In  Louisiana,  Mr.  Chair¬ 
man,  a  wife  does  not  inherit  one-half  of 
her  husband’s  property.  She  has  it  as  a 
matter  of  right.  She  has  it  because  she 
is  a  wife  and  a  part  of  that  community, 
and  when  you  say  that  she  must  add  her 
income  to  his  you  are  depriving  her  of  the 
right  that  she  is  an  individual  in  her  own 
right.  A  wife  and  a  mother  in  Louisiana 
is  not  a  hired  housekeeper  or  kitchen 
helper.  She  is  equal  owner  in  the  com¬ 
munity,  and  we  submit  that  in  this  re¬ 
spect  the  civil  law  has  contributed  some¬ 
thing  to  the  dignity  and  the  sacredness 
of  married  life  and  of  family  life. 

Under  the  old  common  law,  it  was  a 
common  saying,  all  too  unfortunately 
true,  that  women  were  in  the  same  class 
with  lunatics  and  criminals.  As  such, 
they  had  no  rights.  Through  many 
decades  the  womanhood  of  America  has 
been  struggling  upward  in  an  effort  to 
obliterate  civil  and  political  inequality. 

In  Louisiana,  under  the  civil  law,  the 
wife  and  mother  has,  for  over  150  years 
or  more,  occupied  a  place  of  equality 
and  dignity  with  the  man  of  the  family. 
Under  our  law  she  is  not  regarded  as 
a  mere  chattel  who  receives  an  allow¬ 
ance  at  the  whim  of  her  husband.  The 
wife  owns  an  equal  interest  in  the  com¬ 
munity.  She  stands  on  an  equal  foot¬ 
ing  with  her  husband  in  ownership. 
This  is  a  vested  right,  and  along  with 
it,  and  more  important  than  the  property 
right,  is  married  woman’s  right  to  be 
considered  as  an  individual  in  her  own 
right. 

This  joint-return  feature  of  the  pres¬ 
ent  bill  would,  in  effect,  seek  to  wipe 
out  the  distinction  between  the  two 
people  who  comprise  the  community. 
In  effect,  it  seeks  to  establish  in  our 
lav;  the  legal  concept  that  a  married 
couple  is  not  composed  of  two  people, 
but  is  one.  It  is  an  effort  to  merge 
identities,  and  this  is  impossible. 

The  joint-return  feature  of  this  bill 
seeks  to  ignore  the  facts.  The  rights 
of  a  married  woman  and  of  a  married 
man  in  the  community-property  States 
are  based  upon  the  law  of  those  States. 
This  feature  of  the  bill  says  that  two 
individuals  must  be  treated  as  one. 
Under  Louisiana  law  a  wife  may  own 
property  in  her  own  name  as  a  part 
of  her  separate  estate.  The  husband 
is  likewise  permitted  to  own  property  in 
his  own  separate  estate.  Under  Loui¬ 


siana  law  each  owns  an  undivided  one- 
half  interest  in  all  community  property; 
that  is,  property  acquired  after  the  mar¬ 
riage.  Now,  this  ownership  is  an  actual 
thing.  It  is  not  an  expectancy;  it  is 
not  inherited;  it  already  exists.  But 
the  joint-return  feature  of  the  tax  bill 
ignores  the  fact  of  ownership  and  seeks 
to  create  an  artificial  pyramid  of  prop¬ 
erty  and  income  merely  for  the  purpose 
of  putting  these  people  into  a  higher 
bracket  than  the  facts  of  the  case  per¬ 
mit. 

It  is  the  policy  of  most  governments 
to  encourage  matrimony,  but  this  fea¬ 
ture  of  the  tax  bill  places  a  penalty  upon 
it.  One  of  the  speakers  yesterday  spoke 
of  the  fact  that  there  was  an  attempt  in 
this  bill  to  control  the  production  of 
steel  equipment  for  offices  by  increasing 
the  tax  upon  this  class  of  equipment. 
The  theory  is,  of  course,  that  the  more 
you  tax  a  commodity  the  less  it  will  be 
used.  Can  it  be  argued  that  a  tax  in  one 
part  of  the  bill  is  put  there  in  the  hope 
that  it  will  bring  about  a  decreased  use 
of  the  article  taxed,  without  applying 
that  same  argument  to  other  items  taxed 
in  the  bill? 

There  is  no  disguising  the  fact  that 
this  is  a  tax  upon  marriage.  And  as 
such,  in  my  opinion,  it  is  against  pub¬ 
lic  policy.  The  three  pivots  around 
which  our  society  moves  are  the  church, 
the  schoolhouse,  and  the  family.  We  do 
not  tax  the  church,  and  we  should  not 
for  sound  reasons  of  public  policy.  We 
do  not  tax  schools,  and  we  should  not 
for  sound  reasons  of  public  policy.  Up 
to  the  present  we  have  not  taxed  mar¬ 
riage,  and  we  should  not,  and  this  fea¬ 
ture  of  the  tax  bill  should  be  eliminated 
for  equally  sound  reasons  of  public 
policy. 

[Here  the  gavel  fell.] 

Mr.  CROWTHER.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Kentucky  [Mr.  RobsionI. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  I  can  see  very  little  point  in 
the  debate  on  this  tax  bill.  You  bound 
and  gagged  yourselves  with  a  gag  rule. 
I  voted  against  the  gag  rule.  About  all  we 
can  do  now  is  just  talk  about  it.  We  can¬ 
not  do  anything  about  it  except  to  vote 
for  or  against  the  bill.  No  one  can  offer 
an  amendment  except  the  Ways  and 
Means  Committee. 

I  was  a  Member  of  the  House  in  1921 
when  the  first  tax  bill  was  brought  in  by 
a  Republican  Congress.  At  that  time  we 
had  all  of  the  high  taxes  of  the  first 
World  War.  We  set  about  to  take  many 
taxes  off  and  reduce  others.  A  great 
many  persons  urged  that  the  Treasury 
would  be  without  money.  Our  action  en¬ 
couraged  and  increased  business  so  that 
at  the  end  of  the  year  instead  of  being 
short  of  money  we  had  a  surplus;  and 
then  in  10  years  there  were  5  major  tax 
bills,  every  one  of  them  carrying  a  big 
reduction  in  taxes.  Business  thrived. 
Revenues  rolled  in  and  we  paid  $10,000,- 
000,000  on  the  national  debt. 

I  wish  to  call  attention  to  some  state¬ 
ments  of  the  President  on  the  question  of 
taxes,  spending,  and  deficits. 

He  stated  in  his  acceptance  speech  of 
July  2,  1932; 


For  3  long  years  I  have  been  going  up  and 
down  the  land  preaching  that  government 
costs  too  much. 

And  at  Pittsburgh,  Pa.,  on  October  19, 
1932,  Mr.  Roosevelt  declared: 

That  (the  Hoover  spending),  my  friends, 
is  the  most  reckless  and  extravagant  pace  I 
have  ever  been  able  to  discover  in  the  statis¬ 
tical  record  of  any  peacetime  government  any¬ 
where,  any  time. 

He  further  said  in  his  Pittsburgh 
speech: 

Taxes  are  paid  in  the  sweat  of  every  man 
who  labors.  If  excessive,  they  are  reflected  in 
idle  factories,  in  tax-sold  farms,  and  hence  in 
hordes  of  the  hungry  tramping  the  streets  and 
seeking  jobs  in  vain.  Our  workers  may  never 
see  a  tax  bill,  but  they  pay  in  deductions  from 
wages,  in  increased  cost  of  what  they  buy,  or 
(as  now)  in  broad  cessation  of  employment. 
*  *  *  Our  people  and  our  business  cannot 

carry  its  excessive  burdens  of  taxation. 

In  a  speech  at  Sioux  City,  Iowa,  on  Sep¬ 
tember  29,  1932,  Mr.  Roosevelt  said: 

I  shall  use  this  position  of  high  responsi¬ 
bility  to  discuss  up  and  down  the  country  at 
all  seasons,  at  all  times,  the  duty  of  reducing 
taxes.  *  *  *  This  I  pledge  you,  and  noth¬ 

ing  I  have  said  in  the  campaign  transcends 
in  importance  this  covenant  with  the  tax¬ 
payers  of  this  country. 

And  he  further  announced  in  his  Pitts¬ 
burgh  speech: 

Before  any  man  enters  my  Cabinet,  he  must 
give  me  a  pledge — absolute  loyalty  to  the 
Democratic  platform  and  especially  to  its 
economy  plank. 

In  commenting  on  the  alleged  wasteful 
administration  of  President  Hoover,  he 
said  in  the  same  speech: 

We  find  that  the  expenditure  for  the  busi¬ 
ness  of  government  in  1927  was  $2,187,000,000 
and,  in  1931,  $3,168,000,000. 

He  condemned  this  increase  of  less 
than  $1,000,000,000  in  1931,  with  a  de¬ 
pression  on,  over  expenditures  in  1927, 
when  the  country  was  prosperous. 

The  President,  further  commenting  in 
his  speeches  on  governmental  expendi¬ 
tures,  said: 

I  regard  reduction  in  Federal  spending  as 
one  of  the  most  important  issues  of  this 
campaign.  In  my  opinion,  it  is  the  most  di¬ 
rect  and  effective  contribution  that  govern¬ 
ment  can  make  to  business. 

The  President,  in  his  message  to  Con¬ 
gress  on  March  10,  1933,  said: 

For  3  long  years  the  Federal  Government 
has  been  on  the  road  to  bankruptcy.  For 
the  fiscal  year  1931  the  deficit  was  $462,000,- 
000.  For  the  fiscal  year  1932  it  was  $2,472,- 
000,000.  For  the  fiscal  year  1933  it  will  prob¬ 
ably  exceed  $1,200,000,000.  *  *  *  With 

utmost  seriousness  I  point  out  to  the  Con¬ 
gress  the  profound  effect  of  this  fact  upon  our 
national  economy.  It  has  contributed  to  the 
recent  collapse  of  our  banking  structure.  It 
has  accentuated  the  stagnation  of  the  eco¬ 
nomic  life  of  our  people.  It  has  added  to  the 
ranks  of  the  unemployed.  Cur  Government’s 
house  is  not  in  order.  Upon  the  unimpaired 
credit  of  the  United  States  Government  rests 
the  safety  of  deposits,  the  security  of  insur¬ 
ance  policies,  the  activity  of  industrial  enter¬ 
prises,  the  value  of  our  agricultural  products, 
and  the  availability  of  employment.  The 
credit  of  the  United  States  Government  defi¬ 
nitely  affects  these  fundamental  human  val¬ 
ues.  It  therefore  becomes  our  first  concern  to 
make  secure  the  foundation.  National  recov¬ 
ery  depends  upon  it. 
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The  President  was  100  percent  right 
then.  There  would  be  a  different  story 
today  if  he  had  kept  his  pledges  and  fol¬ 
lowed  the  course  he  advocated  in  1932-33. 
The  President  appears  in  those  state¬ 
ments  as  a  far-seeing  statesman.  Taxes 
are  paid  in  the  sweat  of  everyone  who 
toils  and  if  excessive  slow  down  business 
and  kill  enterprise;  want  and  widespread 
unemployment  are  seen  on  every  hand. 
Excessive  taxes  and  spending  threaten 
the  Nation’s  credit,  bank  deposits,  insur¬ 
ance  policies,  and  the  faith  and  confi¬ 
dence  of  the  people.  The  Republican 
minority  in  their  report  on  the  tax  bill 
used  the  following  significant  language: 

The  Nation’s  finances  are  in  a  critical  state, 
due  to  the  extravagant  spending  and  reckless 
borrowing  under  the  New  Deal  administra¬ 
tion  during  the  past  8  years.  This  condition 


President  Roosevelt,  in  his  first  fiscal 
year  ending  June  30,  1934,  spent  over  $6,- 
000,000,000;  this  was  twice  as  much  as 
Hoover  spent  in  1931.  The  Roosevelt  Ad¬ 
ministration  has  spent  $67,518,000,000  up 
to  June  30,  1941,  in  8  years.  This  does  not 
include  billions  of  obligations  and  guar¬ 
anties  made  by  the  Government.  The 
President  denounced  the  Hoover  admin¬ 
istration  on  account  of  $4,000,000,000  of 
deficits  in  the  3  worst  depression  years. 
This  table  shows  $27,443,000,000  of  defi¬ 
cits  in  the  8  years  of  the  Roosevelt  ad¬ 
ministration,  and  his  administration  has 
increased  the  national  debt  from  less 
than  twenty-one  billions  to  fifty  billions, 
and  it  is  going  up  by  leaps  and  bounds. 
While  the  money  has  not  all  been  spent, 
yet  Congress,  in  less  than  18  months,  has 
appropriated  and  given  contractual  au¬ 
thority  for  fifty-five  billions.  This  in¬ 
cludes  the  bill  for  $8,100,000,000  recently 
passed.  This  huge  sum  is  for  national 
defense,  so  they  claim,  yet  we  have  not 
fired  a  gun  and  do  not  have  an  Army  or 
air  force  equipped  to  fight  our  own  or 
anybody’s  war.  Congress,  in  less  than  1 
year,  has  increased  the  debt  limit  twice, 
from  forty-five  to  forty-nine  billions  and 
then  to  sixty-five  billions,  and  within  an¬ 
other  year  it  will  jump  to  seventy-five  or 
perhaps  eighty  billions,  then  on  to  one 
hundred  billions.  We  will  be  called  upon 
in  a  short  time  to  vote  another  seven-bil¬ 
lion,  lend-lease,  give-away  bill  for  Rus¬ 
sia,  Britain,  and  any  country  that  calls 
upon  our  Uncle  “Sap”  to  help  them 
finance  their  quarrels  and  wars.  That 
will  push  our  war-spending  obligations 
above  sixty-two  billions.  This  will  be 
more  than  double  the  actual  cost  of  the 
World  War,  when  we  had  5,000,000  men 
under  arms  and  sent  2,225,000  men  and 
equipment  to  Europe.  This  is  all  before 
we  get  into  war.  The  interventionists 
say  that  we  must  get  into  the  war  and 
it  will  last  from  4  to  8  years  and  that  we 


is  now  aggravated  by  the  fact  that  unprece¬ 
dented  outlays  for  national  defense  are  being 
required. 

It  is  obvious  that  a  substantial  increase  in 
the  tax  burden  is  imperative  if  the  credit  of 
the  Nation  :'s  to  be  preserved  and  the  defense 
program  is  to  go  forward. 

We,  therefore,  have  no  alternative  but  to 
support  the  general  objective  of  the  bill  in 
seeking  to  bring  revenues  and  expenditures 
closer  together. 

STRONG  INDICTMENT 

The  minority  in  its  report  made  the 
strongest  indictment  ever  made  against 
any  administration.  Are  the  charges 
true?  We  regret  to  say  they  are.  Mr. 
Roosevelt  condemned  the  extravagance  of 
President  Hoover  because  he  spent  $3,- 
168,000,000  in  1931,  a  hard  depression 
year.  What  did  President  Roosevelt  do? 
The  following  table  shows: 


must  spend  forty  billions  a  year.  This  is 
the  financial  picture  that  confronts  the 
American  people. 

FIVE  HUNDRED  AND  FIFTY  PERCENT  INCREASE  IN 
TAXES 

The  last  years  of  Hoover’s  administra¬ 
tion  there  were  collected  about  two  billion 
of  Federal  taxes;  under  the  present  law 
there  will  be  collected  by  the  Federal 
Government  about  nine  and  one-half 
billion.  The  bill  before  us  increases  the 
taxes  three  and  one-half  billion,  so  that 
the  American  people  will  have  to  dig  up 
thirteen  billion  in  Federal  taxes  for  this 
fiscal  year.  That  means  an  average  an¬ 
nual  tax  of  $100  for  every  man,  woman, 
and  child  in  the  United  States  or  $500  for 
the  average  family  of  five.  This  is  an 
increase  of  550  percent  over  the  last  year 
of  the  Hoover  administration.  With  this 
great  increase  there  will  be  a  deficit  this 
year  of  thirteen  billion.  This  three  and 
one-half  billion  is  a  big  increase  in  taxes, 
but  it  is  only  one-fourth  of  the  amount 
we  will  give  away  to  Russia,  Britain,  and 
other  warring  nations.  This  is  the  four¬ 
teenth  tax  bill  brought  in  by  this  admin¬ 
istration  in  a  little  over  8  years.  We  are 
told  that  we  must  pass  another  tax  bill 
this  winter.  It  will  be  imperative,  and 
they  say  it  will  likely  carry  a  sales  tax 
and  an  increase  in  the  taxes  we  now 
have.  Of  course,  when  this  war  is  over 
these  excessive  taxes  will  paralyze  in¬ 
dustry  and  business.  These  are  the 
heaviest  taxes  ever  levied  by  this  Nation 
in  war  or  peace,  and  by  the  man  who 
denounced  Hoover  for  collecting  two  bil¬ 
lion  a  year  from  the  American  people. 

I  have  opposed  the  many  taxes  urged 
by  the  President,  because  they  have  not 
used  the  taxes  to  protect  the  credit  of  the 
Nation.  They  tax  and  squander  and  bor¬ 
row  and  spend.  The  more  we  give  them, 
the  more  they  squander  and  spend.  How 
long  will  the  American  people  submit  to 


this  policy?  The  President  said  taxes 
are  paid  in  the  sweat  of  every  one  who 
toils.  The  common  people  pay  the  great 
bulk  of  the  taxes.  The  direct  and  in¬ 
direct  taxes  in  this  bill  cover  everything 
consumed  and  for  all  services  from  the 
cradle  to  the  grave,  and  includes  a  use  tax 
of  $5  on  each  motor  vehicle.  The  model 
T  Ford  and  the  Lincoln  pays  the  same 
$5  tax.  Railroad  and  bus  tickets  are 
taxed.  Many  other  new  taxes  and  many 
old  taxes  are  more  than  doubled.  We 
need  taxes  for  national  defense  and  to 
run  the  Government,  but  that  is  no 
reason  why  billions  should  be  wasted, 
squandered,  and  given  away  to  any  na¬ 
tion  that  asks  for  the  American  tax¬ 
payers’  money.  They  are  flocking  into 
Washington  from  all  parts  of  the  globe. 
We  have  become  the  Santa  Claus  for  the 
world.  Harry  Hopkins  of  W.  P.  A.  fame, 
is  telling  them  to  come  and  get  it. 

WILL  MEAN  BANKRUPTCY 

When  we  entered  the  other  World  War 
our  national  debt  was  a  little  over  one 
billion.  If  we  enter  this  war  now,  our  na¬ 
tional  debt  and  contractual  obligations 
will  exceed  sixty  billions.  We  would  have 
to  finance  at  least  75  to  80  percent  of 
the  war  by  immediate  taxes.  That 
would  mean  that  we  would  have  to  in¬ 
crease  our  annual  revenues  by  at  least 
seven  to  ten  billion.  I  am  opposed  to  cur 
Nation  becoming  an  active  belligerent  in 
the  present  war,  as  it  would  mean  un¬ 
bearable  taxes,  complete  bankruptcy  of 
our  Nation,  a  great  lowering  of  our  stand¬ 
ard  of  living,  and  likely  the  loss  of  cur 
liberties  as  well  as  great  loss  of  human 
life  and  suffering. 

Before  we  plunge  this  Nation  into  the 
greatest  and  bloodiest  war  in  all  the  his¬ 
tory  of  the  world,  let  us  not  forget  the 
sacrifices  it  will  impose  upon  the  Ameri¬ 
can  people  in  debts  and  taxes,  and  the 
blood  and  tears  of  sons  and  fathers  and 
mothers  of  this  Nation.  Defend  this  Na¬ 
tion,  yes;  but  avoid  the  quarrels  and  wars 
of  the  nations  of  Europe.  Asia,  and  Africa. 

Mr.  CROWTHER.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Tennessee  [Mr.  Jennings!. 

Mr.  JENNINGS.  Mr.  Chairman,  “Will¬ 
ful  waste  makes  woeful  want.”  And  now, 
after  7  years  of  spending  by  the  Federal 
Government  after  the  manner  of  a 
drunken  sailor,  the  American  people  are 
saddled  with  a  debt  and  burdened  with  a 
load  of  taxation  that  staggers  and  terri¬ 
fies  the  mind  of  man. 

In  1917,  when  the  United  States  en¬ 
tered  the  first  World  War,  the  national 
debt  was  a  little  more  than  a  billion  and 
a  half  dollars.  At  the  end  of  that  war 
the  national  debt  was,  in  round  numbers, 
$26,000,000,000.  Under  the  three  Repub¬ 
lican  administrations  between  1921  and 
1933  the  national  debt  was  reduced  to 
$16,000,000,000.  Since  1933  the  Nation’s 
debt  has  steadily  climbed.  Today  it  is 
more  than  $49,000,000,000,  including 
$16,000,000,000  of  the  first  World  War 
debt.  During  1940  and  1941  the  Congress 
has  appropriated  for  defense  and  for  aid 
to  other  nations  the  staggering  sum  of 
$52,000,000,000,  and  this  is  only  a  starter. 

Tire  expenditures  of  the  National  Gov¬ 
ernment  for  the  fiscal  year  ending  June 
30,  1942,  will  be  more  than  $23,000,000,- 
000.  Federal  income  from  all  sources 
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Expenditures 

Receipts 

Deficits 

Public  debt 

F  iseal  year- 

1934.. . 

$6, 011,  000, 000 

7,  010,  000,  000 

8,  666,  000,  COO 
8, 177,  000,  000 

7,  239,  000,  000 

8,  707,  000,  000 
8,  998,  000,  000 

12,  710,  000.  000 

$3,  116, 000,000 
3,  800, 000,  000 
4, 116,  000,  000 
5,  029,  000,  000 
5,  855,  000,  000 
5, 165,  000,  000 
5,  387,  000, 000 
7,  607,  000, 000 

$2,  895, 000,  COO 

3,  210,  000,  000 

4,  550,  000,  000 
3, 148,  000,  000 
1,  384,  000,  000 
3,  542,  000,  000 
3,  611,  000,  000 
5, 103,  000,  000 

$27,  053, 000, 000 
28,  701,  000,  000 
33,  778,  000,  000 
36,  425,  000,  000 
37, 165,  000,  000 
40,  440,  000,  000 
42, 968,  000,  000 
48,  961,  000,  000 

1935.. . . . 

1936 . . . 

1937 . . . 

1938 . 

1939 . 

1940. . 

1941 . . . . 

Total 

67,  518,  000,  000 

40,  075, 000,  000 

27,  443,  000,  000 
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during  that  year  will  be  $13,000,000,000. 
At  the  end  of  this  fiscal  year  the  Govern¬ 
ment  will  have  a  deficit  of  $10,000,000,000. 
Thus  we  are  going  in  the  red  at  the  rate 
of  almost  a  billion  dollars  a  month. 

By  the  lease-lend  bill  this  country  has 
given  and  is  now  giving  away  $7,000,000,- 
000.  By  this  bill  we  are  seeking  to  raise 
three  and  one-half  billion  dollars,  only 
one-half  of  the  $7,000,000,000  given  away 
and  to  be  given  away  under  the  lease- 
lend  bill.  No  government  ever  before 
undertook  to  raise  by  taxation  from  its 
people  within  a  single  year  such  a  stu¬ 
pendous  sum. 

Inflation,  born  of  the  cheapening  of 
our  money  and  the  increasing  spiral  of 
higher  prices  for  all  of  the  necessities  of 
life,  attended  with  all  the  miseries  that 
follow  in  its  wake,  is  impending;  and, 
looming  on  the  horizon,  the  ever-increas¬ 
ing  load  of  oppressive,  regulatory,  puni¬ 
tive,  and  confiscatory  taxation  is  stifling 
free  enterprise,  laying  the  ax  at  the  roots 
of  private  ownership  of  property  and 
threatening  the  security  and  growth  of 
industry  and  the  freedom  and  prosperity 
of  our  farmers.  The  specter  of  bank¬ 
ruptcy  and  insatiate  taxation  threatens 
all  alike.  It  hangs  like  a  pall  above  every 
gainful  occupation;  it  is  a  skeleton  in  the 
closet  of  every  home  and  stands  with 
grim  and  forbidding  mien  above  every 
cradle  in  the  land. 

And  now,  by  the  joint  return  of  hus¬ 
band  and  wife  living  together,  required 
by  this  proposed  act,  the  Federal  Govern¬ 
ment,  for  the  first  time,  declares  the 
marital  relation  to  be  a  taxable  privilege. 
The  family,  our  unit  of  society,  the 
foundation  of  our  civilization,  the  origin 
of  life,  the  fountain  of  our  national  ex¬ 
istence,  is  to  be  penalized.  The  man  and 
the  woman  who  are  lawfully  wed,  who 
are  faithful  to  each  other,  who  by  sacri¬ 
fice,  industry,  thrift,  and  leading  decent 
lives  build  the  American  home,  are  to 
have  laid  upon  their  shoulders  a  burden 
greater  than  they  would  severally  bear 
did  they  not  marry  or  if,  after  marriage, 
they  separated  and  broke  up  their  home. 
Thus  is  fidelity  penalized  and  perfidy  re¬ 
warded. 

This  proposal  is  nothing  more  or  less 
than  a  tax  on  the  marriage  relation. 
Upon  the  marriage  of  a  man  and  woman, 
each  of  whom  own  income-producing 
property,  or  each  of  whom  earn  incomes, 
they  come  under  the  ban  and  are  subject 
to  the  burdens  and  penalties  of  this  pro¬ 
vision.  If  they  remain  single,  or  if,  after 
marriage,  they  throw  aside  their  vows 
and  obligations,  they  may  escape  the 
burdens  of  this  proposed  enactment.  It 
is  no  answer  to  say  that  a  man  or  woman 
who  will  avoid  marriage  or  cast  aside  its 
obligations  to  escape  this  added  tax  bur¬ 
den  is  an  unworthy  member  of  society. 
Society  passes  laws  to  buttress  and  uphold 
the  marriage  relation  and  to  foster  and 
maintain  the  perpetuity  and  sanctity  of 
that  relation.  Above  the  rooftree  of  the 
home  is  suspended  the  shield  of  the  law’s 
protection.  Across  its  threshold  the 
marauder  may  not  come  to  disrupt  and 
to  destroy.  To  secure  its  existence,  the 
welfare  and  support  of  a  man’s  family  are 
put  above  the  rights  of  his  creditors  to 
the  extent  that  he  may  not  be  stripped 


of  all  his  property.  In  my  State,  a  home¬ 
stead  of  the  value  of  a  thousand  dollars 
is  exempt  and  free  from  the  levy  of  execu¬ 
tion  for  debt.  The  head  of  every  family 
is  entitled  to  this  exemption.  The  house¬ 
hold  furniture,  his  wages  and  salary  are 
exempt  to  a  certain  extent.  So  are  the 
tools  of  his  trade  and  the  work  stock  and 
implements  with  which  he  may  till  his 
farm. 

Under  the  Federal  income-tax  law  a 
married  man  is  very  properly  allowed  an 
exemption  of  $2,000  and  $400  for  each  de¬ 
pendent,  as  defined  in  the  act.  On  social 
and  moral  grounds  the  joint  income  re¬ 
quirement  is  indefensible. 

But  it  is  said  that  certain  rich  men 
create  trusts  that  are  mere  colorable, 
fraudulent  devices  by  which  they  split  up 
income  among  members  of  their  family, 
but  the  control  and  enjoyment  of  which 
they  retain  and  enjoy.  But  such  subter¬ 
fuges  will  not  stand  up  in  court.  They  do 
not  withstand  the  acid  test  of  the  law. 
This  has  been  demonstrated  in  the  cases 
of  Burnett  v.  Wells  (289  U.  S.  — ) ,  and 
Helvering  v.  Clifford  (309  U.  S.  — ) . 

And  in  addition  to  this,  by  a  gift  tax, 
such  transfers  can  in  most  instances  be 
reached. 

It  is  not  necessary  to  burn  the  barn  to 
get  rid  of  the  rats.  In  the  long  run,  it  is 
not  helpful  nor  healthful  to  exterminate 
the  taxpayer.  Heretofore  the  Govern¬ 
ment  has  annually  sheared  the  tax¬ 
payer — now,  not  satisfied  with  the  fleece 
oi  a  goodly  portion  of  it,  we  propose  to 
skin  him. 

If  this  keeps  up,  the  taxpaying  species 
of  the  genus  homo,  like  the  dodo  and  the 
passenger  pigeon,  will  become  extinct. 
One  of  the  most  alarming  features  of  the 
present  situation  are  the  gaunt,  gray 
wolves  of  state  socialism  furtively  moving 
behind  the  scenes,  more  bent  on  chang¬ 
ing  our  form  of  government  into  a 
socialistic  state  than  in  building  a  na¬ 
tional  defense  or  in  preserving  cur  way 
of  life.  The  ultimate  extinction  of  the 
taxpayer  and  consequent  loss  of  taxes  is 
an  end  devoutly  to  be  wished  in  their 
philosophy.  The  Government  would  then 
own  everything,  as  in  Russia,  or  take 
virtually  all,  as  in  Germany.  To  this  end 
we  are  rapidly  approaching.  So  much  for 
the  moral  and  social  aspects. 

The  joint  return  is  violative  of  the  fifth 
amendment  to  the  Constitution  of  the 
United  States,  which  provides — 

No  person  shall  *  *  *  be  deprived  of 

life,  liberty,  or  property,  without  due  process 
of  law. 

This  provision,  which  is  similar  in 
terms  and  intent  to  the  fourteenth 
amendment  of  the  Federal  Constitution, 
is  designed  to  protect  the  citizen  against 
the  violation  of  these  rights  by  the  Fed¬ 
eral  Government.  The  fourteenth 
amendment  is  designed  to  protect  the 
citizen  against  similar  wrongful  invasions 
and  violation  of  these  rights  by  the  sev¬ 
eral  States.  The  pertinent  part  of  the 
fourteenth  amendment  is  in  these  words: 

No  State  shall  make  or  enforce  any  law 
which  shall  abridge  the  privileges  or  immuni¬ 
ties  of  citizens  of  the  United  States;  nor 
shall  any  State  deprive  any  person  of  life, 
liberty,  or  property  without  due  process  of 
law;  nor  deny  to  any  person  within  its  juris¬ 
diction  the  equal  protection  of  the  laws. 


By  the  sixteenth  amendment  to  the 
Federal  Constitution,  it  is  provided: 

The  Congress  shall  have  power  to  levy 
and  collect  taxes  on  incomes,  from  whatever 
source  derived,  without  apportionment 
among  the  several  States,  and  without  re¬ 
gard  to  any  census  or  enumeration. 

By  article  1,  section  8,  of  the  Federal 
Constitution,  it  is  provided: 

The  Congress  shall  have  power  to  levy  and 
collect  taxes,  duties,  imposts,  and  excises 
*  *  *  but  all  duties,  imposts,  and  ex¬ 

cises  shall  be  uniform  throughout  the 
United  States. 

The  ninth  amendment  to  the  Federal 
Constitution  is  in  these  words: 

The  enumeration  in  the  Constitution,  of 
certain  rights,  shall  not  be  construed  to 
deny  or  disparage  others  retained  by  the 
people. 

The  tenth  amendment  provides: 

The  powers  not  delegated  to  the  United 
States  by  the  Constitution,  nor  prohibited 
by  it  to  the  States,  are  reserved  to  the  States 
respectively  or  to  the  people. 

In  the  proposed  enactment  of  this 
joint  income  return  by  husbands  and 
wives,  with  what  are  we  dealing?  There 
is  but  one  answer,  we  are  dealing  with 
the  marital  status  and  the  rights  of 
married  persons.  Is  this  status  fixed 
and  are  these  rights  determined  by 
Federal  or  by  State  statutes?  There  is 
but  one  answer  to  this  question.  This 
status  and  these  rights  are  fixed  and  de¬ 
termined  by  the  laws  of  the  several 
States. 

A  State  may  sanction  and  recognize  a 
common-law  marriage.  A  State,  as  does 
the  State  of  Tennessee,  may  prescribe 
certain  statutory  requirements — a  health 
certificate,  a  marriage  license,  a  bond, 
the  performance  of  the  marriage  cere¬ 
mony  by  one  authorized  by  law  to  per¬ 
form  the  marriage  rites,  and  due  return 
of  the  license  with  a  certificate  that  the 
ceremony  has  been  performed. 

The  several  States  also  may  define  and 
safeguard  the  property  rights  of  both 
the  husband  and  the  wife. 

Under  the  common  law,  as  formerly  in 
force  in  many  States  of  the  Union,  mar¬ 
riage  reduced  the  wife  to  a  state  of 
servitude,  stripped  her  of  ownership  and 
control  of  her  personal  property,  and 
classified  her  with  children  of  immature 
age  and  with  idiots.  She  could  not  sue 
or  be  sued.  She  could  not  contract  or  be 
contracted  with.  Under  the  outmoded 
and  little  more  than  cave-type  principles 
of  the  common  law  her  husband,  as  her 
liege  lord,  had  the  right  to  inflict  corporal 
punishment  upon  her  short  of  an  assault 
constituting  a  felony.  The  first  step  to¬ 
ward  the  emancipation  of  women  in 
many  States  was  embodied  in  such  a 
statute  as  this: 

If  any  person  commits  an  assault  and  bat¬ 
tery  upon  his  wife,  for  any  cause  whatsoever, 
he  is  guilty  of  a  misdemeanor  and  punishable 
accordingly. 

This  was  the  first  forward  step  taken 
with  respect  to  the  rights  of  married 
women  in  many  States.  In  Tennessee, 
as  in  most  of  the  other  States  of  the 
Union,  a  statute  removing  the  disabilities 
of  coverature  has  been  enacted.  I  quote 
the  statute  of  Tennessee,  because  it  is 
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similar  in  terms  to  those  enacted  in  most 
other  States  of  the  Union: 

Married  women  are  fully  emancipated  from 
all  disability  on  account  of  coverature,  and 
the  common  law  as  to  the  disability  of 
married  women,  and  its  effects  on  the  rights 
of  property  of  the  wife,  is  totally  abrogated, 
except  as  set  out  in  the  following  section 
and  subsequent  sections;  and  marriage  shall 
not  impose  any  disability  or  incapacity  on  a 
woman  as  to  the  ownership,  acquisition,  or 
disposition  of  propeity  of  any  sort,  or  as  to 
her  capacity  to  make  contracts  and  to  do 
all  acts  in  reference  to  property  which  she 
could  lawfully  do  if  she  were  not  married; 
but  every  woman  now  married,  or  hereafter 
to  be  married,  shall  have  the  same  capacity 
to  acquire,  hold,  manage,  control,  use,  enjoy, 
and  dispose  of  all  property,  real  and  personal, 
in  possession,  and  to  make  any  contract  in 
reference  to  it,  and  to  bind  herself  personally, 
and  to  sue  and  be  sued  with  all  the  Tights 
and  incidents  thereof  as  if  she  were  not 
married. 

This  act,  as  modified,  was  carried  into 
the  1932  Code  of  Tennessee,  and  is  the 
law  of  that  State.  Under  the  common 
law,  prior  to  the  enactment  of  this  and 
similar  statutes,  it  was  held  by  the  su¬ 
preme  court  of  my  State: 

It  is  the  general  rule  at  common  law  that 
marriage  amounts  to  an  absolute  gift  to 
the  husband  of  all  personal  goods  of  which 
the  wife  is  actually  or  beneficially  possessed 
at  the  time  of  the  marriage,  or  which  come 
to  her  during  coverture. 

By  the  above  cited  and  similar  statutes, 
a  woman,  by  marriage,  loses  none  of  the 
rights  with  respect  to  the  ownership,  con¬ 
trol,  and  enjoyment  of  her  property 
which  she  had  as  a  single  woman  prior 
to  her  marriage.  So  that  it  follows,  when 
a  woman  about  to  enter  into  marriage 
stands  upon  the  threshold  of  matrimony, 
she  is  clothed  with  all  the  rights  of  a 
feme  sole.  By  the  marriage  she  loses 
none  of  these  rights,  but  retains  them 
all.  Therefore,  in  contemplation  of  law, 
by  the  letter  and  spirit  of  the  law,  hus¬ 
band  and  wife  are  two  distinct,  separate, 
legal  entities,  and  any  attempt  by  Fed¬ 
eral  law  to  interfere  with  this  status  or 
to  infringe  on  these  property  rights  of  a 
married  woman  forcing  a  joint  income- 
tax  return,  and  thereby  increasing  her 
taxes  is  an  illegal  trespass  upon  the  ngfits 
of  a  married  woman,  is  a  violation  of 
article  1,  section  8,  of  the  Federal  Con¬ 
stitution,  which  provides  for  uniform  tax¬ 
ation  throughout  the  United  States;  is  a 
violation  of  the  ninth  and  tenth  amend¬ 
ments  to  the  Constitution,  and  a  bold, 
bald  invasion  of  the  reserved  powers  of 
the  States  and  the  people  of  the  States. 
It  is  a  violation  of  the  due  process  clause 
as  contained  in  the  fifth  amendment  to 
the  Constitution  of  the  United  States. 

I  have  read  the  argument  contained  in 
the  report  dealing  with  this  proposed  re¬ 
quirement  of  a  joint  return,  and  the 
consequent  unjust  and  illegal  increase  of 
taxes  required  of  husband  and  wife.  And 
I  have  examined  the  authorities  there 
cited  in  the  argument  advanced  in  favor 
of  the  constitutionality  of  this  proposed 
enactment.  This  argument  seeks  to 
brush  aside,  and,  by  weasel  words,  to  suck 
the  life  out  of  the  holding  of  the  Supreme 
Court  in  the  case  of  Hoeper  v.  Tax  Com¬ 
mission  (284  U.  S.  206) ;  opinion  by  Mr. 
Justice  Roberts.  It  is  ingeniously  and 
speciously  argued  that  the  Hoeper  case 


“has  no  authority  in  the  field  of  Federal 
income  taxation,”  and  that  its  vitality 
as  an  effective  limitation  upon  the  taxing 
power  of  the  States  has  been  dissipated 
by  more  recent  decisions  of  the  Supreme 
Court,  which  it  is  claimed  have  under¬ 
mined  its  foundations. 

No  decision  of  the  Supreme  Court  of 
the  United  States  has  ever  overruled  the 
holding  in  the  Hoeper  case,  and  none  of 
the  cases  cited  in  support  of  this  proposi¬ 
tion  are  controlling,  nor  are  they  in 
point.  An  amazing  feature  of  the  argu¬ 
ment  directed  at  the  soundness  of  the 
Hoeper  case  is  the  statement: 

It  may  fairly  be  predicted  that  if  the  Su¬ 
preme  Court  were  presented  today  with  the 
question  presented  in  the  Hoeper  case  that 
that  case  would  not  be  followed. 

This  is  an  amazing  statement.'  Surely 
it  cannot  be  said  that  anyone  is  author¬ 
ized  to  say  in  advance  of  a  decision  by 
the  Supreme  Court  of  the  United  States 
what  its  holding  would  be.  No  man  can 
thus  speak  by  the  card  and  thus  remove 
the  ancient  landmarks  which  the  found¬ 
ing  fathers  have  set  with  respect  to  the 
reserved  powers  of  the  States  and  with 
respect  to  the  property  rights  of  the 
citizen,  as  guaranteed  by  the  fifth 
amendment  to  the  Constitution,  and 
with  respect  to  the  requirement  for  uni¬ 
form  taxation  throughout  the  country, 
as  required  by  section  8,  of  article  I, 
of  the  Constitution.  Nor  is  the  opinion 
in  question  to  be  narrowed  by  the  con¬ 
struction  sought  to  be  placed  upon  it. 
The  decision  in  the  Hoeper  case  did  not 
turn  wholly  upon  “the  provision  that 
each  person  whose  income  was  included 
in  the  tax  computation  was  liable  for  the 
entire  tax.”  The  language  of  the  court 
refutes  this  limited  construction  and 
criticism.  We  quote  from  the  decision 
itself : 

At  common  law  the  wife’s  property,  owned 
at  the  date  of  marriage  or  in  any  manner 
acquired  thereafter,  is  the  property  of  her 
husband.  Her  earnings  and  income  are  his, 
he  may  dispose  of  them  at  will,  and  he  is 
liable  for  her  debts.  Were  the  status  of  a 
married  woman  in  Wisconsin  that  which  she 
had  at  common  law,  the  statutory  attribu¬ 
tion  of  her  income  to  her  husband  for  in¬ 
come  tax  would,  no  doubt,  be  justifiable. 
But  her  spouse’s  ownership  and  control  of 
her  property  have  been  abolished  by  the 
laws  of  the  State.  Women  are  declared  to 
have  the  same  rights  as  men  in  the  exercise 
of  suffrage,  freedom  of  contract,  choice  of 
residence  for  voting  purposes,  jury  service, 
holding  office,  holding  and  conveying  prop¬ 
erty,  care  and  custody  of  children,  and  in  all 
other  respects. 

The  provisions  of  the  Wisconsin  act 
emancipating  women  are  substantially 
those  of  the  Tennessee  statute  above 
quoted. 

Discussing  this  statute,  and  the  rights 
of  the  husband  and  wife  thereunder,  the 
Supreme  Court  of  the  United  States  fur¬ 
ther  said: 

Since,  then,  in  law  and  in  fact,  the  wife’s 
income  is  in  the  fullest  degree  her  separate 
property  and  in  no  sense  that  of  her  husband, 
the  question  presented  is  whether  the  State 
has  power  by  an  income-tax  law  to  measure 
his  tax,  not  by  his  own  income  but,  in 
part,  by  that  of  another.  To  the  problem 
thus  stated,  what  was  said  in  Knowtton  v. 
Moore  (178  U.  S.  41,  77),  is  apposite: 
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"It  may  be  doubted  by  some,  aside  from 
express  constitutional  restrictions,  whether 
the  taxation  by  Congress  of  the  property 
of  one  person,  accompanied  with  an  arbi¬ 
trary  provision  that  the  rate  of  tax  shall  be 
fixed  with  reference  to  the  sum  of  the  prop¬ 
erty  of  another,  thus  bringing  about  the 
profound  inequality  which  we  have  noticed, 
would  not  transcend  the  limitations  arising 
from  those  fundamental  conceptions  of  tree 
government  which  underlie  all  constitutional 
systems.” 

We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it  in¬ 
come.  Compare  Nichols  v.  Coolidge  (274  U  S. 
531,  540). 

It  is  incorrect  to  say  that  the  provision 
of  the  Wisconsin  income-tax  statute  retains 
or  reestablishes  what  was  formerly  an  inci¬ 
dent  of  the  marriage  relation.  Wisconsin  has 
not  made  the  property  of  the  wife  that  of 
her  husband,  nor  has  it  made  the  income 
from  her  property  the  income  of  her  husband. 
Nor  has  it  established  joint  ownership.  The 
effort  to  tax  B  for  A’s  property  or  income 
does  not  make  B  the  owner  of  that  property 
or  income,  and  whether  the  State  has  power 
to  effect  such  a  change  of  ownership  in  a 
particular  case  is  wholly  irrelevant  when  no 
such  effort  has  been  made.  Under  the  law 
of  Wisconsin  the  income  of  the  wife  does 
not  at  any  moment  or  to  any  extent  become 
the  property  of  the  husband.  He  never  has 
any  title  to  it,  or  controls  any  part  of  it. 
That  income  remains  hers  until  the  tax  is 
paid,  and  what  is  left  continues  to  be  hers 
after  that  payment.  The  State  merely  levies 
a  tax  upon  it.  What  Wisconsin  has  done  is 
to  tax  as  a  joint  income  that  which  under 
its  law  is  owned  separately  and  thus  to  se¬ 
cure  a  higher  tax  than  would  be  the  sum 
of  the  taxes  on  the  separate  incomes. 

The  Court  then  held  that  the  Wiscon¬ 
sin  statute  seeking  to  compel  a  joint-in¬ 
come  return  by  husband  and  wife  and 
to  exact  a  higher  tax  from  both  thereby, 
could  not  be  upheld  on  the  ground  that 
it  was  necessary  to  prevent  frauds  and 
evasions  of  the  tax  by  married  persons. 
And  it  replied,  in  its  own  language  used 
in  the  case  of  Schlesinger  v.  Wisconsin 
(270  U.  S.  230) : 

“That  is  to  say,  ‘A’  may  be  required  to 
submit  to  an  exactment  forbidden  by  the 
Constitution  if  this  seems  necessary  in  order 
to  enable  the  State  readily  to  collect  law¬ 
ful  charges  against  ‘B.’  Rights  guaranteed 
by  the  Federal  Constitution  are  not  to  be 
so  lightly  treated;  they  are  superior  to  this 
supposed  necessity.  The  State  is  forbidden 
to  deny  due  process  of  law  or  the  equal  pro¬ 
tection  of  the  laws  for  any  purpose  what¬ 
soever.” 

The  claimed  necessity  cannot  justify  the 
otherwise  unconstitutional  exaction. 

The  Supreme  Court,  in  its  opinion, 
overruled  the  second  reason  assigned 
as  a  justification  for  the  imposition  of  a 
tax,  on  the  ground  that  it  was  a  regula¬ 
tion  of  marriage.  And  in  overthrowing 
this  contention,  it  used  this  pertinent 
language,  which  applies  with  equal  force 
to  the  proposed  enactment  now  under 
consideration: 

This  view  overlooks  several  important  con¬ 
siderations.  In  the  first  place,  as  is  pointed 
out  above,  the  State  has,  except  in  its  purely 
social  aspects,  taken  from  the  marriage 
status  all  the  elements  which  differentiate 
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it  from  that  of  the  single  person.  In  prop¬ 
erty,  business,  and  economic  relations  they 
are  the  same.  It  can  hardly  be  claimed  that 
a  mere  difference  in  social  relations  so  alters 
the  taxable  status  of  one  receiving  income 
as  to  justify  a  different  measure  for  the  tax. 

The  Court  further  held  that  the  act 
did  not  purport  to  regulate  the  status  or 
relationship  of  any  person,  natural  or 
artificial;  that  arbitrary  and  discrimina¬ 
tory  provisions  in  an  act  cannot  be  jus¬ 
tified  by  calling  them  special  regulations 
of  the  persons  or  relationships  which 
are  the  object  of  the  discrimination. 
And  the  Court  concluded:  “The  action 
is  arbitrary  and  is  a  denial  of  due 
process.” 

Can  it  be  said  that  the  highest  court 
in  the  land  will  extend  the  protection 
afforded  to  the  citizen  against  the  viola¬ 
tion  of  his  fundamental  rights  as  guar¬ 
anteed  by  the  Constitution  as  a  whole, 
and  especially  by  the  fourteenth  amend¬ 
ment,  from  an  illegal  invasion  of  those 
rights  by  the  States,  and  that  in  the 
next  breath,  it  will  withhold  the  pro¬ 
tection  afforded  the  citizen  by  the  fifth 
amendment  against  a  similar  invasion 
and  trespass  upon  his  constitutional 
rights  by  the  Federal  Government? 

The  unique  argument  is  advanced  in 
favor  of  this  proposal  that  these  provi¬ 
sions  of  the  Federal  Constitution  may 
be  brushed  aside  if  it  may  appear  that 
there  are  sufficient  justificatory  facts. 
It  has  been  said  that  bad  cases  make  bad 
law.  But  it  cannot  be  asserted  that  the 
mere  need  of  the  Federal  Treasury  for 
more  taxes  justifies  nullifying  the  provi¬ 
sions  of  the  Federal  Constitution.  The 
opinion  of  the  Supreme  Court  of  the 
United  States,  in  the  case  of  Poe  v.  Sea¬ 
born  (282  U.  S.,  p.  101) ,  also  supports  the 
views  here  advanced.  In  that  case,  under 
the  law  of  the  State  of  Washington,  it 
was  held  that  the  husband  and  wife,  by 
virtue  of  the  community-property  law 
of  that  State,  were  entitled  to  make  sep¬ 
arate  returns,  each  making  a  return  on 
one-half  the  income  of  both,  and  each 
paying  on  his  and  her  respective  share  of 
that  income.  In  that  case  the  Supreme 
Court  said: 

When  it  is  remembered  that  a  wife’s  earn¬ 
ings  are  a  part  of  the  community  property 
equally  with  her  husband’s,  it  may  well  seem 
to  those  who  live  in  States  where  a  wife’s 
earnings  are  her  own,  that  it  would  not  tend 
to  promote  uniformity  to  tax  the  husband 
on  her  earnings  as  part  of  his  income.  The 
answer  to  such  argument,  however,  is,  that 
the  constitutional  requirement  of  uniformity 
is  not  intrinsic,  but  geographic.  Billings  v. 
United  States  (232  U.  S.  261);  Head  Money 
Cases  (112  U.  S.  580);  Knowlton  v.  Moore 
(178  U.  S.  41).  And  differences  of  State  law, 
which  may  bring  a  person  within  or  without 
the  category  designated  by  Congress  as  tax¬ 
able,  may  not  be  read  into  the  revenue  act 
to  spell  out  a  lack  of  uniformity.  Florida  v. 
Mellon  (273  U.  S.  12). 

The  district  court  was  right  in  holding 
that  the  husband  and  wife  were  entitled  to 
file  separate  returns,  each  treating  one-half 
of  the  community  income  as  his  or  her  re¬ 
spective  income,  and  its  judgment  is  affirmed. 

This  case  expressly  gives  effect  to  the 
status  of  married  persons  and  their  prop¬ 
erty  rights  as  determined  by  the  law  of 
the  State  in  which  they  reside. 


We,  therefore,  conclude  that  the  pro¬ 
posal  is  not  only  wrong  in  principle,  con¬ 
trary  to  public  policy,  but  that  it  is  viola¬ 
tive  of  the  supreme  law  of  the  land,  and 
should  be  defeated. 

.For  these  reasons  I  shall  vote  against 
it. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Wash¬ 
ington  [Mr.  Leavy]. 

Mr.  LEAVY.  Mr.  Chairman,  I  am  very 
much  tempted  to  discuss  this  issue  of 
joint  or  separate  returns,  but  in  the 
limited  time  I  have  I  am  going  to  pass 
that  and,  when  we  come  to  the  amend¬ 
ment  that  I  understand  will  be  offered 
later,  I  shall  discuss  it  then. 

There  are  two  other  features  of  this 
bill  I  wish  to  discuss.  What  I  have  to 
say  is  not  said  in  criticism  of  the  Com¬ 
mittee  on  Ways  and  Means.  They  have 
labored  long  and  faithfully  and  have 
brought  to  us  a  bill  that  doubtless  is  the 
best  they  could  get  under  the  circum¬ 
stances.  Nevertheless,  there  are  two 
features  of  this  bill  that  I  desire  to  call  to 
the  attention  of  the  Members.  I  men¬ 
tioned  them  yesterday  briefly  in  inter¬ 
rogating  a  member  of  the  committee,  the 
gentleman  from  Missouri  I  Mr.  Duncan]. 
One  is  the  new  tax  that  is  levied  on  out¬ 
door  advertising  and  the  other  is  the  new 
tax  that  is  levied  upon  the  radios  of 
America. 

This,  apparently,  is  the  first  time  that 
this  type  of  tax  has  ever  been  written 
into  a  tax  bill,  and  yet  in  an  examination 
of  nearly  2,000  pages  of  hearings  you 
will  find  that  the  two  groups  whose  busi¬ 
ness  and  property  is  being  vitally  affected 
had  little,  if  any,  opportunity  to  pre¬ 
sent  their  side  of  the  case.  But  even 
aside  from  the  fact  that  they  had  no 
opportunity  to  be  heard,  the  tax  provi¬ 
sions  seem  extremely  discriminatory, 
doubtless  unintentionally  so  on  the  part 
of  the  committee.  Still  the  fact  re¬ 
mains  that  billboards  and  radio,  when 
used  as  advertising  media,  are  being 
subjected  to  a  burden  not  placed  on  other 
business. 

There  are  three  great  mediums  of  ad¬ 
vertising,  the  newspapers,  magazines 
and  kindred  publications,  the  billboard 
and  the  radio.  The  tax  is  levied  here 
on  the  last  two  named,  and  the  first,  the 
printed  page,  is  entirely  omitted.  I  am 
not  here  to  say  that  it  is  wise  to  tax  any 
of  the  three,  but  if  you  do  tax  any  one, 
they  ought  all  to  be  taxed,  otherwise  the 
power  to  tax,  whether  intentionally  or 
unintentionally,  has  become  the  power  to 
destroy.  I  am  sure  that  no  feature  of 
this  bill  was  written  with  the  thought 
that  one  type  of  business  would  profit  at 
the  expense  of  the  other,  because  that 
theory  or  philosophy  of  tax  is  unsound, 
still  that  result  will  obtain  if  the  pro¬ 
visions  I  have  mentioned  remain  in  the 
bill. 

I  hold  no  brief  for  billboards.  I  am 
just  as  much  put  out  with  some  of  them 
as  anyone  could  be,  but,  after  all,  the 
matter  of  billboard  policing  and  regula¬ 
tion  is  not  a  Federal  tax  matter,  it  is  a 
matter  peculiarly  belonging  to  the  States, 
just  as  is  the  matter  involving  separate 
and  joint  returns  in  community-prop¬ 
erty  States. 


I  understand  the  committee  is  going 
to  offer  an  amendment  later,  when  we 
read  the  bill,  in  reference  to  billboard  ad¬ 
vertising  that  is  going  to  change  the 
schedules  of  rates  that  have  been  set  up 
here,  but  I  would  like  to  suggest  respect¬ 
fully  to  the  committee  that  in  offering 
such  amendment  they  also  consider  the 
special  penalty  that  is  inflicted  by  the 
terms  of  this  bill  upon  persons  who  have 
to  pay  a  tax  on  billboards,  since  no  such 
penalty  is  inflicted  upon  any  other  tax¬ 
payer.  The  billboard  operator  is  sub¬ 
jected,  under  the  terms  of  this  legisla¬ 
tion,  to  all  general  penalties  in  the 
various  revenue  laws,  and  then  for  every 
single  violation  in  this  act — and,  mark 
you,  this  is  a  new  field  of  taxation,  and 
much  interpretation  needs  to  be  done 
upon  it — he  is  required  to  pay  a  $50 
penalty  in  addition  to  the  regular  penal¬ 
ties.  It  does  seem  to  me  it  is  unfair  to 
single  out  a  group  who  are  in  a  legitimate 
business,  whether  we  like  it  or  not,  and 
say  to  them  that  you  are  a  suspicious 
type  of  character  and  we  expect  to  penal¬ 
ize  you  greater  than  any  other  taxpayer 
in  the  entire  group. 

Mr.  GEARHART.  Will  the  gentleman 
yield? 

Mr.  LEAVY.  I  yield  to  the  distin¬ 
guished  gentleman  from  California. 

Mr.  GEARHART.  I  simply  want  to 
express  my  approval  of  the  point  the 
gentleman  is  now  making.  I  do  not 
think  the  matter  was  adequately  inves¬ 
tigated.  It  was  put  into  the  bill  at  the 
very  last  minute  by  the  Ways  and  Means 
Committee  without  any  consideration. 
This  is  one  point  I  think  we  completely 
overlooked,  and  I  think  we  ought  to  give 
every  consideration  to  it  now.  The  out¬ 
door  billboard  people  have  donated  thou¬ 
sands  of  boards  that  are  now  in  use  to 
advertise  the  sale  of  United  States  de¬ 
fense  bonds  and  for  many  other  public 
services,  and  under  this  proposed  law 
they  will  be  required  to  pay  out  of  their 
own  pockets,  without  a  single  cent  of 
profit,  this  tax  on  the  space  occupied  in 
such  patriotic  and  civic  services. 

Mr.  LEAVY.  I  appreciate  the  gentle¬ 
man’s  contribution  and  trust  when  the 
Ways  and  Means  Committee,  of  which 
the  gentleman  is  an  important  member, 
offer  an  amendment  on  billboard  tax 
that  they  will  follow  his  sound  sugges¬ 
tions  to  eliminate  some  of  the  blighting 
effects  this  tax  will  have  on  a  recognized 
and  legitimate  business. 

[Here  the  gavel  fell.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Loui¬ 
siana  [Mr.  Brooks!. 

Mr.  BROOKS.  Mr.  Chairman,  I  asked 
for  this  time  to  follow  along  the  line  of 
the  discussion  pursued  by  my  friend  who 
just  preceded  me.  I  want  to  speak  espe¬ 
cially  in  reference  to  the  radio  and  the 
billboard  advertising  features  of  this  tax 
bill.  I  think  the  committee  has  worked 
long,  hard,  and  patiently  on  the  bill,  and 
I  think  unquestionably,  as  has  been  well 
said  in  the  past,  they  are  entitled  to  the 
commendation  and  thanks  of  the  House. 
But  in  reference  to  the  radio  and  in  ref¬ 
erence  to  the  billboard-tax  provisions, 
no  opportunity  has  been  given  for  hear- 
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ing  and  within  the  last  2  days  I  have 
received  numerous  protests  by  telegram 
and  by  letter  against  these  two  provi¬ 
sions  of  the  bill.  The  burden  of  these 
protests,  Mr.  Chairman,  is  that  they  have 
not  been  heard  and,  in  fairness  to  these 
people,  I  think  they  should  have  an  op¬ 
portunity  to  present  their  views,  their 
facts,  and  their  arguments  in  support 
of  the  proposition  that  they  should  not 
be  included  in  the  tax  bill. 

I  have  not  been  able  personally  to  as¬ 
semble  the  information  myself  as  to  how 
much  money  this  tax  will  raise,  how  it 
will  operate,  and  how  it  will  affect  either 
the  radio  or  the  billboard  industry,  but 
I  do  believe  they  should  be  given,  so  to 
speak,  their  day  in  court,  and  I  am 
going  to  ask  that  at  a  little  later  time, 
after  the  Committee  goes  back  into  the 
House,  that  these  telegrams  that  I  hold 
in  my  hand,  all  of  which  are  in  protest 
and  all  of  which  more  or  less  ask  for 
an  opportunity  to  be  heard,  be  incor¬ 
porated  into  the  Record  at  this  point,  so 
that  although  the  rule  which  has  been 
adopted  in  this  House  will  permit  no 
amendment  to  these  stipulations  of  the 
bill,  yet  those  interested  persons  in 
northwestern  Louisiana  who  wanted  to 
appear  and  protest  will  have  an  oppor¬ 
tunity  to  present  their  protests  in  writ¬ 
ing  at  this  point  in  the  Record  and,  later 
on,  the  Senate  may  consider  them  in 
connection  with  their  own  hearing. 

Mr.  LEAVY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROOKS.  I  yield  to  the  gentle¬ 
man. 

Mr.  LEAVY.  Does  not  the  gentleman 
believe  that  when  the  committee  offers 
an  amendment  to  change  these  schedules 
on  billboard  advertising  they  certainly 
ought  to  strike  out  the  special  penalty 
imposed  upon  people  engaged  in  that 
business? 

Mr.  BROOKS.  I  heard  what  the  gen¬ 
tleman  said  in  that  respect,  and  I  am 
in  accord  with  his  viewpoint  as  to  the 
penalty.  I  hope  and  trust  my  friend  the 
gentleman  from  California  [Mr.  Buck], 
who  is  standing  before  me  now,  will  give 
that  matter  thought  and  consideration 
and  aid  us  in  withdrawing  that  penalty 
along  with  the  other  features  of  the  pro¬ 
posed  compromise  in  reducing  the  tax 
on  the  billboards. 

Mr.  BUCK.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BROOKS.  Yes. 

Mr.  BUCK.  I  endeavored  to  inquire  of 
the  gentleman  from  Washington  [Mr. 
Leavy],  and  I  now  inquire  of  the  gentle¬ 
man,  if  he  is  not  aware  that  on  the  other 
excise  taxes  which  heretofore  have  been 
in  existence,  a  similar  psnalty  for  viola¬ 
tion  is  imposed. 

Mr.  BROOKS.  No;  but  my  point,  if  I 
may  answer  the  gentleman,  is  this,  that 
not  only  the  tax  but  the  penalty  is  there, 
with  no  opportunity  for  adequate  expres¬ 
sion  of  opposition  to  this  bill. 

Mr.  BUCK.  I  am  not  talking  about 
that.  I  think  the  gentleman  may  have 
a  point  there,  but  I  want  to  clear  up  the 
matter  in  the  mind  of  the  gentleman 
from  Washington  [Mr.  Leavy]  and  the 


gentleman,  that  similar  penalties  exist, 
and  the  only  reason  this  was  put  in  was 
because  we  were  creating  a  new  category 
of  taxes. 

Mr.  BROOKS.  Mr.  Chairman,  I  pre¬ 
sent  to  you  telegrams  received  by  me  from 
local  businessmen  and  interested  firms  in 
reference  to  these  tax  provisions: 

Shreveport,  La.,  July  30,  1941. 
Hon.  Overton  Ep.ooks, 

House  of  Representatives, 

Washington,  D.  C.: 

Bill  imposing  tax  on  outdoor  and  radio  ad¬ 
vertising,  approved  by  Ways  and  Means  Com¬ 
mittee,  now  before  House.  This  tax  is  pro¬ 
hibited  to  these  medea  and  discriminates 
because  it  excludes  newspapers,  magazines, 
and  penalizes  radio  and  outdoor  advertising. 
If  passed,  this  bill  will  seriously  affect  our 
crafts,  and  we  ask  your  assistance  in  pre¬ 
venting  the  passage  of  this  unfair  bill. 

Shreveport  Building  Trades  Council, 
Stanley  Herbert,  Secretary. 

Shreveport,  La.,  July  28,  1941. 
Hon.  Overton  Brooks,  M.  C., 

House  Office  Building, 

Washington,  D.  C.: 

Bill  imposing  Federal  tax  on  outdoor  and 
radio  advertising,  approved  by  Ways  and 
Means  Committee,  will  go  before  the  House 
tomorrow  for  approval.  This  proposed  Fed¬ 
eral  tax  is  exorbitant  and  would  wipe  out 
entire  profits  and  many  operators.  It  is  also 
discriminatory  against  outdoor  and  radio  ad¬ 
vertising  in  favor  of  newspapers  and  maga¬ 
zines.  The  outdoor  advertising  industry  has 
always  been  most  generous  in  its  contribu¬ 
tions  of  advertising  space  in  times  of  na¬ 
tional  emergencies.  May  we  count  on  your 
help  and  protection  against  this  unfair  bill. 

B.  &  B.  System,  Inc. 


Beridder,  La.,  July  28,  1941. 
Hon.  Overton  Brooks,  M.  C., 

Washington,  D.  C.: 

I  represent  Gulf  States  Advertising  Co., 
owned  by  my  minor  son  and  his  aunt,  per¬ 
manently  incapacitated.  We  have  skimped 
for  4  years  to  free  company  of  debt.  License 
tax  on  billboards  will  absorb  all  company 
profits  from  which  we  might  retire  balance 
of  indebtedness.  Have  always  given  gener¬ 
ously  to  Government,  space,  labor,  and  cost, 
in  supporting  advertising  all  Federal  defense 
projects.  Anticipated  revenues,  this  bill,  will 
net  only  a  drop  in  the  bucket  to  national- 
defense  expense,  on  contrary,  confiscatory  on 
us  and  will  absorb  entire  profits  of  our  small 
plant.  If  revenues  were  of  any  appreciable 
amount  we  are  patriotic  enough  to  gladly 
forego  sacrifice  but,  obviously,  the  source  has 
no  potential  possibilities  as  it  stands  and 
should  at  least  be  deferred  until  some  gen¬ 
eral  occupational  tax  is  worked  out  to  cover 
all  businesses  instead  of  just  this  and  radio 
singled  out.  Please  do  what  you  can  to  help 
out,  if  you  can  consistently  do  so.  Regards. 

W.  C.  (Bill)  Fegues,  Jr. 


Shreveport,  La.,  July  28,  1941. 
Congressman  Overton  Brooks, 

House  Office  Building, 

Washington,  D.  C.: 

Without  giving  those  affected  an  oppor¬ 
tunity  of  being  heard,  the  Ways  and  Means 
Committee  recommends  bill  imposing  ex¬ 
cessive  taxes  on  radio  and  outdoor  adver¬ 
tising.  Your  active  interest  on  the  floor 
in  righting  this  wrongful  practice  and 
equalizing  distribution  of  taxes  would  be 
appreciated. 

Ed.  C.  Burris, 

Shreveport  Chamber  of  Commerce. 
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Shreveport,  La.,  July  28,  1941. 
Hon.  Overton  Brooks,  M.  C., 

House  Office  Building, 

Washington,  D.  C.: 

Appropriations  bill  imposing  Federal  tax 
on  radio  and  outdoor  advertising  approved 
by  Ways  and  Means  Committee  now  before 
House.  This  tax  is  discriminating  because 
it  excludes  newspapers  and  magazines,  and 
penalizes  radio  and  outdoor  advertising. 
We  ask  your  assistance  in  opposing  this 
unfair  bill. 

Advertising  Club  of  Shreveport, 

Fred  Beseler,  President. 

Shreveport,  La.,  July  20,  1941. 
Hon.  Overton  Brooks,  M.  C., 

House  Office  Building, 

Washington,  D.  C.: 

We  ask  your  assistance  in  opposing  that 
portion  of  defense  tax  bill  approved  by 
Ways  and  Means  Committee  which  proposes 
prohibitive  taxes  against  radio  and  outdoor 
advertising.  This  bill  is  discriminatory 
against  radio  and  outdoor  advertising  due 
to  the  fact  that  it  excludes  newspapers  and 
magazines.  If  passed,  it  will  defeat  its 
own  purpose  in  many  instances  by  wiping 
out  profits  of  small  operators.  Outdoor- 
advertising  industry  has  always  been  most 
generous  in  its  contributions  of  advertising 
space  in  times  of  national  emergencies, 
and  stands  ready  to  serve  our  country  again 
now. 

Outdoor  Advertising  Association 
of  Louisiana, 

Fred  C.  Beseler,  Secretary. 

Shreveport,  La.,  July  29,  1941. 
Hon.  Overton  Brooks, 

Member  Congress,  House  Office 

Building,  Washington,  D.  C.: 

Bill  imposing  Federal  tax  on  radio  and  out¬ 
door  advertising  approved  by  Ways  and  Means 
Committee  now  before  House.  This  tax  is 
prohibitive  to  these  media  and  discriminating 
besause  it  excludes  newspapers  and  maga¬ 
zines  and  penalizes  radio  and  outdoor  adver¬ 
tising,  which  would  affect  our  use  of  same. 
We  urge  your  assistance  in  preventing  the 
passage  of  this  portion  of  the  bill. 

Cecil  Watscn. 

Shreveport,  La.,  July  28,  1941. 
Hon.  Overton  Brooks, 

Congressman,  House  of  Representatives, 

Washington,  D.  C.: 

Bill  imposing  tax  on  outdoor  and  radio 
advertising  approved  by  Ways  and  Means 
Committee  now  before  House.  This  tax  is 
prohibitive  to  these  media  and  discriminates 
because  it  excludes  newspapers  and  magazines 
and  penalizes  radio  and  outdoor  advertising. 
If  passed,  this  bill  will  seriously  affect  our 
craft,  and  we  ask  your  assistance  in  prevent¬ 
ing  the  passage  of  this  unfair  bill. 

Electricians  Local  Union,  No.  194, 

R.  F.  Thoman,  Business  Manager. 

New  Orleans,  La.,  July  29,  1941. 
Congressman  Overton  Brooks, 

Congressional  Office  Building, 

Washington,  D.  C.: 

Sincerely  hope  that  you  will  do  all  you  pos¬ 
sibly  can  to  either  kill  discriminatory  tax  on 
radio  advertising  or  have  newspapers  included. 
Remember  that  when  Huey  wanted  to  tax 
newspaper  advertising  in  Louisiana  they  yelled 
"bloody  murder.”  They  said  it  was  discrim¬ 
inatory.  Now  the  shoe  is  on  the  other  foot 
and  we  are  perfectly  willing  to  pay  any  tax 
the  Government  wants  to  impose  on  radio 
stations  for  defense  purposes  provided  it  not 
only  applies  to  radio  and  billboard  but  to 
newspaper  advertising  as  well.  To  omit  news¬ 
paper  and  magazine  advertising  seems  a  little 
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out  of  reason,  and  we  do  not  see  how  they 
could  object  to  being  taxed  same  as  other 
advertising  media.  Please  understand  that 
we  here  at  WD3U  are  not  complaining  about 
paying  our  just  share  of  defense  taxes  but  we 
don’t  think  it  fair  to  let  the  alleged  free 
press  get  by  with  only  a  laugh.  Kindest  re¬ 
gards  and  best  wishes. 

P.  K.  Ewing, 

General  Manager,  WDSU. 

Shreveport,  La.,  July  28,  1941. 
Hon.  Overton  Brooks,  M.  C., 

House  Office  Building, 

Washington,  D.  C.: 

The  $3,000,000,000  defense  ta::  bill  approved 
by  Ways  and  Means  Committee  and  sched¬ 
uled  for  House  floor  tomorrow  carries  special 
tax  on  outdoor  and  radio  advertising,  I  un¬ 
derstand.  Am  apprehensive,  of  course,  that 
this  special  taxation  would  pave  way  for  simi¬ 
lar  levy  on  all  advertising,  including  news¬ 
paper,  which  would  doubtless  prove  detri¬ 
mental  to  business  and  commerce  depending 
upon  advertising  mediums.  If  you  can  con¬ 
sistently  do  so,  will  appreciate  your  opposing 
this  tax. 

Regards, 

Dolph  Frantz. 

Shreveport,  La.,  July  28,  1941. 
Hon.  Overton  Brooks, 

House  Office  Building, 

Washington,  D.  C.: 

I  sincerely  hope  that  you  will  actively  op¬ 
pose  the  uncalled-for  and  unfair  last-minute 
attempt  to  add  an  additional  tax  on  radio 
and  billboards.  Truly  the  power  to  tax  is 
the  power  to  destroy. 

Regards, 

John  D.  Ewing. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Louisiana  has  expired. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
20  minutes  to  the  gentleman  from  Texas 
[Mr.  Sumners]. 

Mr.  SUMNERS  of  Texas.  Mr.  Chair¬ 
man,  in  the  time  at  my  disposal  I  shall 
address  myself  to  the  serious  considera¬ 
tion  of  the  members  of  the  committee 
responsible  for  this  bill.  Each  Member 
of  the  House,  I  am  sure,  fully  appreciates 
the  task  which  this  committee  has  had 
to  assume  in  connection  with  this  bill. 
We  all  feel  that  they  have  done  their 
best  to  discharge  properly  their  respon¬ 
sibility.  The  only  controversial  item,  as 
we  all  understand,  which  as  an  item  will 
receive  serious  consideration,  is  that  re¬ 
quiring  consolidated  returns  by  husband 
and  wife.  With  reference  to  that  item, 
may  I  call  attention  of  the  committee 
and  the  country  to  the  fact  that  the 
cleavage  between  what  is  known  as  the 
community-property  States  and  the  com¬ 
mon-law  States  is  more  a  matter  of  the¬ 
ory  than  it  is  of  fact  now.  Since  women 
began  to  emerge  from  the  status  of  non¬ 
entity  after  marriage,  so  far  as  their  in¬ 
dependent  legal  status  is  concerned,  we 
have  been  advancing  toward  the  estab¬ 
lishment  of  equality  of  women  before  the 
law,  with  regard  to  property,  with  re¬ 
gard  to  their  children,  their  voice  in  gov¬ 
ernment,  and  everything. 

In  this  country  the  progress  in  the 
common-law  States  has  brought  the 
status  of  women  up  to  about  the  same 
place,  practically,  that  it  has  in  the  com¬ 
munity-property  States.  That  is  the 
general  situation,  the  general  picture 
which  we  have  when  we  come  to  consider 


this  section  111  provision  in  this  bill. 
This  proposed  amendment  to  the  Inter¬ 
nal  Revenue  Code  making  it  mandatory 
to  consolidate  these  returns  is  a  depar¬ 
ture  from  existing  law  which  levies  a  tax 
upon  all  income  from  every  source  of  the 
individuals  taxed.  It  is  an  arbitrary, 
mandatory  consolidation  of  the  income 
of  two  persons  who  have  an  independent 
status  insofar  as  ownership  of  property 
and  revenue  therefrom,  gifts,  wages,  and 
all  other  income  are  concerned.  It  is  pro¬ 
posed  in  this  bill  to  ignore  the  fact,  an 
actual,  legal,  substantial  fact  of  sepa¬ 
rate  entities,  which  Congress  may  not 
constitutionally  do.  The  committee  asks 
us  to  ignore  the  fact  that  women  in 
America,  married  women,  stand  before 
the  law  as  men  stand.  I  know  it  is  called 
a  joint  return  but  in  fact  it  is  a  manda¬ 
tory  merging  in  a  definite  degree  of  the 
wife’s  entity  with  that  of  the  husband, 
regardless  of  the  fact  that  under  the  laws 
of  the  States  which  fix  the  marital  status 
the  contrary  is  true.  The  Supreme  Court 
of  the  United  States  held  in  Hoeper 
against  Tax  Commission  that  the  Wis¬ 
consin  State  income-tax  law  violated  the 
fourteenth  amendment  by  an  attempt  to 
force  a  consolidated  return  similar  in  its 
effect  to  the  mandatory  joint  return  here 
under  consideration. 

In  this  case  found  at  284  United  States 
203,  the  Supreme  Court  of  the  United 
States  held  a  Wisconsin  income-tax  stat¬ 
ute  imposing  on  a  husband  a  tax  com¬ 
puted  on  the  combined  total  of  his  and 
his  wife’s  income  violated  the  due  process 
clause  of  the  fourteenth  amendment. 
Keep  in  mind  the  fact  that  the  Supreme 
Court  has  expressly  held  in  Heiner  v. 
Dorman  (285  U.  S.  312)  that  “the  re¬ 
straint  imposed  upon  legislation  by  the 
due  process  clause  of  the  fourteenth  and 
fifth  amendments  is  the  same.”  The  de¬ 
cision  in  the  Hoeper  case  is  therefore  di¬ 
rectly  applicable  to  this  proposed  man¬ 
datory  joint  return. 

In  the  Hoeper  case  the  Supreme  Court 
said: 

Since,  then,  in  law  and  in  fact,  the  wife's 
income  is  in  the  fullest  degree  her  separate 
property  and  in  no  sense  that  of  her  hus¬ 
band,  the  question  presented  is  whether 
the  State  has  power  by  an  income-tax  law 
to  measure  his  tax,  not  by  his  own  income 
but,  in  part,  by  that  of  another.  To  the 
problem  thus  stated,  what  was  said  in 
Knowlton  v.  Moore  (178  U.  S.  41,  77)  is 
apposite: 

“It  may  be  doubted  by  some,  aside  from 
express  constitutional  restrictions,  whether 
the  taxation  by  Congress  of  the  property  of 
one  person,  accompanied  with  an  arbitrary 
provision  that  the  rate  of  tax  shall  be  fixed 
with  reference  to  the  sum  of  the  property 
of  another,  thus  bringing  about  the  pro¬ 
found  inequality  which  we  have  noticed, 
would  not  transcend  the  limitations  arising 
from  those  fundamental  conceptions  of  free 
government  which  underlie  all  constitutional 
systems.” 

We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  due  process  of  law 
as  guaranteed  by  the  fourteenth  amendment. 
That  which  is  not  in  fact  the  taxpayer’s 
income  cannot  be  made  such  by  calling  it 
income. 


It  will  be  noted  that  the  Court  says 
that: 

We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 

That  is  exactly  what  is  proposed  to  be 
done  by  this  mandatory  joint  return. 
Regardless  of  how  the  rendition  may  be 
made  or  the  tax  assessed,  the  tax  upon 
the  income  of  the  husband  and  wife  is 
“measured”  *  *  *  “by  reference  to 

the”  *  *  *  “income  of  another.” 

It  will  be  noted  that  this  holding  was 
with  reference  to  the  income  tax  of  the 
State,  which  governmental  agency,  it  is 
well  recognized,  has  a  greater  latitude 
and  discretion  than  the  Federal  Govern¬ 
ment,  because  it  is  the  State  which  fixes 
the  marital  relationship. 

Under  the  Wisconsin  law,  under  which 
this  tax  was  levied,  it  was  provided  that 
the  tax  might  be  levied  against  the  hus¬ 
band  or  it  might  be  enforced  against  any 
person  whose  income  was  included  within 
the  tax  computation.  Married  persons 
living  together  might  make  separate  re¬ 
turns  or  join  in  a  single  joint  return.  In 
either  case  the  tax  was  to  be  computed 
on  the  combined  average  taxable  income, 
which  is  the  exact  arrangement 'under 
the  provisions  of  this  section  111. 

It  is  true  that  Mr.  Justice  Holmes  dis¬ 
sented  from  the  opinion  of  the  Court,  and 
in  his  dissent  he  says  (p.  219) : 

This  case  cannot  be  disposed  of  as  an  at¬ 
tempt  to  take  one  person’s  property  to  pay 
another  person’s  debts.  The  statutes  are  the 
outcome  of  a  thousand  years  of  history.  They 
must  be  viewed  against  the  background  of  the 
earlier  rules  that  husband  and  wife  are  one, 
and  that  one  the  husband;  and  that  as  the 
husband  took  the  wife's  chattels  he  was  lia¬ 
ble  for  her  debts. 

The  whole  trend  of  modern  govern¬ 
mental  policy  has  been  away  from  that 
notion;  away  from  the  legal  pattern  “that 
husband  and  wife  are  one,  and  that  one 
the  husband.”  The  committee  proposal 
moves  back  in  that  direction. 

Mr.  Justice  Holmes  continues: 

They  form  a  system  with  echoes  of  differ¬ 
ent  moments,  none  of  which  is  entitled  to 
prevail  over  the  other. 

And  further,  Justice  Holmes  says: 

So  far  as  the  Constitution  of  the  United 
States  is  concerned,  the  legislature  [State] 
has  power  to  determine  what  the  conse¬ 
quences  of  marriage  shall  be,  and  as  it  may 
provide  that  the  husband  shall  or  shall  not 
have  certain  rights  in  his  wife’s  property,  and 
shall  or  shall  not  be  liable  for  his  wife’s  debts, 
it  may  enact  that  he  shall  be  liable  for  taxes 
on  an  income  that  in  every  probability  will 
make  his  life  easier  and  help  to  pay  his  bills. 
*  *  *  it  would  require  ingenious  argu¬ 

ment  to  show  that  there  might  not  be  a  re¬ 
turn  to  the  law  as  it  was  in  1800.  It  is  all 
a  matter  of  statute.  But  for  statute,  the  in¬ 
come  taxed  would  belong  to  the  husband. 

It  will  be  noted  from  the  foregoing 
that  Justice  Holmes’  dissent  was  based 
upon  -the  power  of  the  State  to  fix  the 
marital  status,  a  power  which  could  re¬ 
turn  woman  to  her  status  “as  it  was  in 
1800.” 
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In  view  of  the  reasons  for  Justice 
Holmes’  dissent  and  in  view  of  the  fact 
that  this  amendment  proposes  to  ignore 
a  status  created  and  controllable  by  the 
State,  it  seems  clear  that  Justice  Holmes’ 
dissent  supports  the  position  of  those  who 
contend  against  the  constitutionality  of 
this  mandatory  joint  return. 

The  Wells,  Clifford,  Horst,  Eubank, 
Hormel,  and  Schaffner  decisions  are  not 
in  point.  The  Court  did  not  tax  these 
men  on  income  they  did  not  receive.  It 
taxed  them  on  certain  income  because  it 
found  that  they  did  receive  it,  or  its 
equivalent. 

In  Burnet  v.  Wells  (289  U.  S.  670)  the 
taxpayer  diverted  some  of  his  income 
through  a  trust  directing  its  payment  on 
life  insurance  policies  on  his  own  life. 
The  Court  found  this  evasion  device  left 
the  taxpayer  with  substantial  ownership 
of  the  income  so  used. 

In  Helvering  v.  Clifford  (309  U.  S.  331) , 
the  taxpayer  transferred  some  of  his 
interest-earning  securities  to  short-term 
trusts,  of  which  he  retained  full  manage¬ 
ment  and  control  and  the  income  of 
which  could  be  paid  to  his  wife  only  at 
his  express  direction.  The  Court  says 
on  page  334  of  its  opinion  that  the  basic 
issue  was  whether  the  grantor  after  the 
trust  was  established  may  still  be  treated 
as  the  owner  of  the  property  and  its  in¬ 
come.  The  court  found  that  he  con¬ 
tinued  to  be  the  owner.  He  retained 
rights  which  were  the  fair  equivalent  of 
what  he  previously  had. 

In  Helvering  v.  Horst  (311  U.  S.  112), 
the  taxpayer  had  certain  coupons  which 
were  in  the  process  of  maturing;  and, 
seeing  the  income  coming  his  way,  he 
gave  the  coupons  to  his  son  just  before 
the  money  arrived,  but  kept  the  income- 
producing  bonds.  The  Court  held  that 
the  exercise  of  the  power  of  disposition  of 
income  ir  satisfaction  of  his  wants  con¬ 
stituted  a  realization  of  the  income  by 
the  taxpayer.  It  was  his  income;  he 
owed  the  tax. 

In  Helvering  v.  Eubank  <311  U.  S.  122), 
the  taxpayer  gave  away  income  due  him 
as  renewal  commissions,  which  he  would 
otherwise  have  received.  The  Court 
held  he  had  realized  the  income  and 
owed  the  tax.  There  is  nothing  new  in 
this  doctrine.  Long  prior  to  the  Hoeper 
decision  it  was  established  that  a  tax¬ 
payer  could  not  avoid  tax  by  giving  away 
his  earnings  prior  to  their  actual  receipt. 

Except  for  certain  procedural  points 
Hormel  v.  Helvering  (85  L.  Ed.  651),  de¬ 
cided  March  17,  1941,  adds  nothing  to 
the  Clifford  case.  Here  again  the  court 
simply  penetrated  the  disguise  of  a  trust, 
found  that  the  income  was  Hormel’s  and 
taxed  him  on  it. 

In  Harrison  v.  Schaffner  (85  L.  Ed. 
694),  decided  March  31,  1941,  the  tax¬ 
payer  assigned  to  her  children  certain 
trust  income  she  would  otherwise  have 
received.  The  court  found  that  she  had, 
and  had  exercised,  actual  command  ever 
the  income  which  is  taxed  and  received 
the  actual  benefit  for  which  the  tax  is 
paid.  In  this  case  it  stated  the  point  of 
this  whole  series  of  cases,  as  follows: 

It  was  for  that  reason  that  in  each  of  those 
cases  it  was  held  that  one  vested  with  the 
right  to  receive  income  did  not  escape  the 


tax  by  any  kind  of  anticipatory  arrangement, 
however  skillfully  devised,  by  which  he  pro¬ 
cures  payment  of  it  to  another,  since,  by  the 
exercise  of  his  power  to  command  the  income, 
he  enjoys  the  benefit  of  the  income  on  which 
the  tax  is  laid. 

My  distinguished  friend,  the  gentleman 
from  Oklahoma  [Mr.  Disney],  seems  to 
have  attempted  to  draw  a  distinction 
between  the  relationship  of  the  provi¬ 
sions  of  the  due  process  clause  of  the 
fourteenth  amendment  to  the  Constitu¬ 
tion  which  were  invoked  in  the  Hoeper 
case,  and  the  due  process  clause  of  the 
fifth  amendment — the  provision  under 
which  the  constitutionality  of  this  man¬ 
datory  joint  return  proposal  must  be 
determined.  As  a  matter  of  fact,  there 
is  not  any  difference  except  that  the 
fourteenth  amendment  limits  the  govern¬ 
mental  discretion  of  the  State,  and  the 
fifth  amendment  limits  in  the  same  way 
the  powers  of  the  Federal  Government. 
The  Hoeper  case,  therefore,  is  directly  in 
point  here,  with  the  force  of  that  deci¬ 
sion  strengthened  by  the  fact  that  as  to 
the  Federal  Government  which  is  under¬ 
taking  to  do  this  thing  there  is  an  entire 
absence  of  the  power  to  fix  the  marital 
status  which  the  State  of  Wisconsin  pos¬ 
sesses.  If  the  State  of  Wisconsin,  which 
possesses  that  power,  could  not  do  a  simi¬ 
lar  thing,  how  can  it  be  expected  or  held 
that  the  Federal  Government,  which 
possesses  no  such  power,  can  do  it,  and 
that,  too,  in  defiance  of  the  States  which 
do  possess  that  power  and  have  exercised 
it  to  establish  and  make  certain  the  inde¬ 
pendent,  distinct,  and  fixed  status  of  the 
wife. 

In  this  bill  you  are  attempting  to  levy 
a  higher  tax  upon  a  woman  who  is  mar¬ 
ried,  than  you  levy  upon  a  woman  with 
the  same  income  who  is  not  married, 
and  a  higher  tax  upon  a  man  who 
is  married  than  the  tax  you  impose  on 
one  who  is  not  married.  There  is  no 
question  about  these  facts.  Take  the 
case  of  a  man  and  a  woman  who  are  un¬ 
married,  and  each  of  them,  we  will  as¬ 
sume,  has  an  income  of  $2,500  a  year. 
The  total  of  the  tax  that  they  pay  would 
be  less  than  the  total  of  the  tax  they 
would  pay  under  this  bill  if  they  were 
married,  and  that  arises  out  of  the  at¬ 
tempt  of  the  Congress  of  the  United 
States  by  the  mandate  of  this  Congress 
to  change  the  status  of  that  man  and  the 
status  of  that  woman  by  reason  of  the 
fact  that  they  may  be  married.  The 
Supreme  Court  of  the  United  States  says 
you  cannot  do  it.  The  only  theory  upon 
which  you  can  do  it  is  that  Congress  has 
the  power  to  break  down  the  result  of 
progressive  statutory  enactments  during 
the  past  100  years  of  the  States,  liberat¬ 
ing  women  and  giving  them  a  social  and 
legal  entity  which  marriage  does  not  de¬ 
stroy  and  Congress  cannot  ignore.  Of 
course  the  Congress  has  the  implied 
power  to  make  classifications  incidental 
to  a  proper  exercise  of  its  powers,  but  it 
cannot  under  the  guise  of  necessity  in 
connection  with  the  exercise  of  its  powers 
do  what  is  proposed  in  the  amendment. 

Much  has  been  said  in  justification  and 
support  of  this  mandatory  joint-return 
proposal  as  to  the  relatively  small  per¬ 
centage  of  people  affected.  I  do  not  know 


what  percent  of  people  would  be  affected, 
and,  except  as  a  matter  of  political  con¬ 
sideration,  I  do  not  see  how  that  fact  can 
have  any  importance  to  people  facing  a 
matter  of  constitutional  duty  and  power 
on  their  part  and  constitutional  right  on 
the  part  of  a  citizen,  even  a  bad  citizen, 
whose  offense  against  society  is  that  he 
got  married.  It  is  insistently  admitted 
that  the  motive  behind  the  scheme  of  this 
mandatory  joint  return  is  to  force  these 
people  who  have  got  married  to  pay 
$328,000,000  more  than  they  would  have 
been  compelled  to  pay  if  they  were  not 
married.  That  statement  of  amount 
probably  should  be  modified  some,  but  in 
the  big  aspect  of  this  matter  the  state¬ 
ment  is  correct. 

In  Helvering  v.  City  Bank  Co.  (296 
U.  S.  92),  the  Supreme  Court  said: 

There  are,  however,  limits  to  the  power  of 
Congress  to  create  a  fictitious  status  under 
the  guise  of  supposed  necessity.  Thus  it  has 
been  held  that  an  act  creating  a  conclusive 
presumption  that  a  gift  made  within  2  years 
prior  to  death  was  made  by  the  donor  in  con¬ 
templation  of  death,  and  requiring  the  value 
of  the  gift  to  be  included  in  computing  the 
estate  of  the  decedent  subject  to  transfer  tax, 
is  so  grossly  unreasonable  as  to  violate  the 
due-process  clause  of  the  fifth  amendment. 
In  the  same  category  falls  a  statute  seeking 
to  tax  the  separate  income  of  a  wife  as  income 
of  her  husband  (citing  Hoeper  v.  Tax  Com¬ 
mission)  . 

I  do  not  believe  the  Supreme  Court,  in 
passing  upon  a  human  right  under  the 
Constitution,  would  be  guided  in  its  de¬ 
termination  by  the  number  of  people  to 
be  affected.  It  is  a  new  doctrine  to  me 
that  if  there  be  a  small  number  affected, 
then  it  would  be  all  right  to  take  away 
their  substantial  constitutional  rights; 
either  that,  or  it  would  be  politically  safe 
to  do  it.  That  seems  to  be  the  argument; 
simply  to  say  to  ourselves  in  the  first 
instance,  and  expect  the  Court  in  the 
second  instance  to  say,  “There  is  a  small 
number  involved.  Sure,  go  ahead  and 
kick  them  in  the  flanks.  There  are  only 
3  or  4  percent  of  them.” 

If  the  Supreme  Court  cannot  do  it,  and 
should  not  do  it,  I  say  Congress  cannot 
constitutionally  do  it,  and  should  not  do 
it,  because,  in  the  first  instance,  the  Con¬ 
gress  has  to  sit  in  judgment  with  refer¬ 
ence  to  its  own  constitutional  powers  and 
responsibilities  and  limitations.  The  Su¬ 
preme  Court  takes  no  different  obligation 
from  the  obligation  which  you  and  I  took 
when  we  stood  here  and  took  the  oath  to 
support  the  Constitution  of  the  United 
States. 

Now,  I  am  grateful  that  many  of  you 
have  listened  to  what  I  have  had  to  say. 
I  have  not  tried  to  make  a  constitutional 
argument  or  a  speech  of  any  sort.  I  ap¬ 
preciate  the  hard,  earnest  work  of  the 
great  Ways  and  Means  Committee,  of 
Chairman  Doughtcn,  and  his  efficient  co¬ 
workers.  I  have  ventured  some  observa¬ 
tions  which  I  felt  I  should  make.  I  do 
not  want  to  take  any  more  of  your  time. 
If  anyone  wishes  to  ask  any  questions  I 
will  be  glad  to  yield. 

Mr.  MICHENER.  Will  the  gentleman 
yield? 

Mr.  SUMNERS  of  Texas.  Yes;  I  yield 
to  my  colleague. 
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Mr.  MICHENER.  May  I  hope  that  my 
distinguished  chairman  in  that  speech 
will  discuss  the  cases,  especially  the  Texas 
case  to  which  the  gentleman  from  Okla¬ 
homa  [Mr.  Disney]  referred  in  his  argu¬ 
ment  this  afternoon?  I  have  never  stud¬ 
ied  this  matter,  but  I  listened  very 
attentively  to  that  argument. 

Mr.  SUMNERS  of  Texas.  I  am  not 
certain  which  cases  the  gentleman  re¬ 
ferred  to,  because  he  did  not  cite  the 
cases  in  his  statement.  He  promised  to 
put  them  in  the  Record.  Unfortunately, 
I  will  not  find  out  what  those  cases  are 
until  tomorrow. 

Mr.  MICHENER.  There  was  one  case 
which  you  asked  him  to  cite,  and  he  did 
give  you  the  citation,  as  I  recall. 

Mr.  SUMNERS  of  Texas.  I  believe  the 
case  he  referred  to  was  a  case  in  which 
the  Supreme  Court  held  that  Congress 
could  tax  a  voluntary  association  as 
though  it  were  a  corporation  or  a  part¬ 
nership.  But  as  I  recall  that  case,  and 
I  have  not  examined  it  for  a  long  time, 
it  does  not  seem  to  be  pertinent,  in  view 
of  the  fact  that  we  have  the  clearest 
sort  of  pronouncement  by  the  Supreme 
Court  that  this  thing,  here  proposed, 
cannot  be  done.  Aside  from  the  consti¬ 
tutional  question  involved,  there  is  the 
question  of  public  policy  in  thus  com¬ 
pelling  people  who  are  married  to  pay 
more  tax  upon  the  same  income  than  if 
they  were  not  married.  As  to  its  im¬ 
portance,  there  can  be  difference  of  opin¬ 
ion,  but  as  to  the  fact,  I  do  not  sup¬ 
pose  there  can  be  any.  The  other  ques¬ 
tion  is:  Do  we  believe  as  a  matter  of 
policy  that  the  progress  in  the  United 
States  toward  establishing  the  independ¬ 
ent  relationship  of  women  toward  prop¬ 
erty  and  toward  government  should  be 
encouraged  or  not?  That  is  hardly  a 
fair  statement.  Perhaps  it  would  be 
fair  to  say,  “Do  we  believe  under  all 
the  circumstances  that  we  should  take 
this  backward  step  toward  the  statute 
of  1800,  as  Mr.  Justice  Holmes  said  the 
States  might  do?”  But  he  did  not  in¬ 
dicate  he  thought  the  Federal  Govern¬ 
ment  could  do  it.  I  realize  this  amend¬ 
ment  applies  to  men  and  women  equally, 
but  in  view  of  woman’s  historical  back¬ 
ground  and  the  immaturity  of  her  pres¬ 
ent  status,  she  has  the  larger  interest 
in  the  questions  associated  with  this 
mandatory  joint  return. 

Mr.  MICHENER.  Of  course,  that  is 
a  question  of  policy. 

Mr.  SUMNERS  of  Texas.  Yes. 

Mr.  MICHENER.  The  thing  I  was 
vitally  interested  in  was  the  thing  which 
I  think  the  gentleman  was  going  to  dis¬ 
cuss,  and  that  is  the  constitutionality. 

Mr.  SUMNERS  of  Texas.  Of  course. 

Mr.  MICHENER.  We  undoubtedly 
can  do  the  thing  unless  it  is  unconsti¬ 
tutional. 

Mr.  SUMNERS  of  Texas.  That  is 
right,  but  I  am  afraid  my  friend  did  not 
understand  me.  I  said  there  are  several 
things  involved.  First,  that  question  of 
policy  is  involved.  Then,  of  course,  Is 
the  question  of  power.  I  agree  with  my 
friend  that  the  first  question  that  should 
be  determined  is  the  question  of  constitu¬ 
tional  power  to  do  it. 


Mr.  LEAVY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SUMNERS  of  Texas.  I  yield. 

Mr.  LEAVY.  When  the  gentleman  ex¬ 
presses  an  opinion  upon  constitutional 
law  in  this  body  I  think  his  opinion  car¬ 
ries  perhaps  greater  weight  than  that  of 
any  other  member  of  this  body,  because 
he  is  a  man  learned  in  the  law.  The 
answer  to  the  question  I  am  about  to 
propound  is  self-evident.  The  United 
States  Congress  could  not  in  any  man¬ 
ner,  directly  or  indirectly,  enact  legisla¬ 
tion  that  fixed  the  status  of  private 
property  within  the  confines  of  any  State 
in  the  Union? 

Mr.  SUMNERS  of  Texas.  No;  it 
could  not  do  that,  speaking  generally. 

Mr.  LEAVY.  When  the  Congress 
enacts  a  tax  bill  which  disturbs  the 
status  of  property  then  fixed  by  a  sov¬ 
ereign  State,  which  has  reserve  powers 
under  our  dual  form  of  government,  then 
are  we  not  indirectly  striking  at  the  sov¬ 
ereignty  of  the  respective  States? 

Mr.  SUMNERS  of  Texas.  I  tried  to 
make  it  perfectly  clear  that  certainly 
under  the  decisions  of  the  Supreme  Court 
up  to  this  time,  as  clear  cut  as  they  can 
be,  and  under  the  philosophy  of  our  sys¬ 
tem  of  government,  I  do  not  have  any 
question  myself  that  we  are  attempting 
to  do  that  which  must  fail  when  it  reaches 
the  Supreme  Court,  because  there  is  not 
the  slightest  question  but  that  this  status 
of  independent  relationship  toward  prop¬ 
erty  and  toward  income  is  definitely  fixed 
under  the  laws  of  the  States.  There  is 
no  question  about  it.  The  argument  they 
make,  with  all  respect  to  my  friends,  that 
you  get  so  much  more  money  by  com¬ 
pelling  these  two  persons  who  have  an 
independent  relationship  to  their  prop¬ 
erty  and  an  independent  obligation  to 
make  response  in  taxes  to  their  Govern¬ 
ment — the  statement  that  by  making 
them  combine  you  throw  them  into  a 
higher  bracket  and  get  more  money  is  no 
sounder  than  to  say  that  if  you  make  a 
provision  that  will  make  all  the  people 
in  a  community  engaged  in  a  particular 
business  or  living  in  a  single  neighborhood 
put  into  one  rendition  their  properties, 
you  will  throw  their  income  into  a  higher 
bracket  and  get  more  money.  That 
statement  is  a  bit  too  strong,  but  it  illus¬ 
trates. 

Mr.  COOPER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SUMNERS  of  Texas.  I  yield. 

Mr.  COOPER.  I,  of  course,  value  and 
highly  respect  the  distinguished  gentle¬ 
man  from  Texas. 

Mr.  SUMNERS  of  Texas.  I  do  not 
pose  as  any  expert  on  the  Constitution. 

Mr.  COOPER.  I  should  like  to  sub¬ 
mit  two  cases  to  the  gentleman  for  the 
benefit  of  his  answers.  First,  a  married 
man  is  entitled  to  $2,000  deduction,  a 
single  man  to  $800.  That  is  the  law 
now.  How  does  the  gentleman  dif¬ 
ferentiate  between  this  and  the  joint- 
and  separate-return  proposal?  How 
can  one  classification  be  justified  with¬ 
out  justifying  the  other? 

Mr.  SUMNERS  of  Texas.  I  say  to  my 
distinguished  friend  from  Tennessee  that 
I  have  never  examined  that  matter;  that 
character  of  distinguishing  between 


married  persons  and  unmarried  persons, 
persons  with  dependents  and  persons 
without  dependents.  I  suppose  it  is  a 
question  of  the  reasonableness  of  the 
classification. 

Mr.  COOPER.  Will  the  gentleman 
yield  for  a  further  question? 

Mr.  SUMNERS  of  Texas.  Yes. 

Mr.  COOPER.  Let  me  also  ask  for  the 
benefit  of  the  gentleman’s  assistance 
with  respect  to  the  question  that  arose  in 
the  Brushaber  case  in  connection  with 
the  original  Income  Tax  Act  of  1913.  As 

1  recall  that  act  provided  that  married 
people  living  together  should  have  an 
exemption  of  $4,000  but  married  people 
not  living  together  were  entitled  to  $3,000 
each.  This  meant  therefore  that  mar¬ 
ried  people  not  living  together  had  the 
advantage  over  married  who  were  living 
together,  yet  the  Supreme  Court  sus¬ 
tained  that  act  with  that  direct  question 
raised,  as  I  now  recall. 

Mr.  SUMNERS  of  Texas.  In  the  first 
place  I  disclaim  any  right  to  pose  as  an 
expert.  Those  questions  have  never 
come  under  my  examination.  I  really 
have  not  much  respect  for  experts  any¬ 
how.  Most  experts  know  more  about 
nothing  and  less  about  something  than 
any  other  bunch  I  ever  ran  across.  I 
have  not  examined  into  those  questions 
as  has  the  gentleman’s  committee.  I 
have  attempted  to  make  an  examination 
of  questions  that  arise  directly  under 
the  provisions  of  this  amendment. 

In  the  case  of  Hoeper  against  Tax 
Commission,  referred  to — and  this  is  a 
fairly  recent  decision  of  the  Supreme 
Court — the  question  there  directly  pre¬ 
sented  was  whether  the  State  has  power 
by  an  income  tax  law  to  measure  the 
husband’s  tax  not  by  his  own  income 
solely,  but  in  part  by  the  income  of  his 
wife.  The  Court  held: 

We  have  no  doubt  that  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  of  one  person's  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  the  due  process  of 
law  as  guaranteed  by  the  fourteenth  amend¬ 
ment.  That  which  is  not  in  fact  the  tax¬ 
payer’s  income  cannot  be  made  such  by  call¬ 
ing  it  income. 

That  is  a  direct  pronouncement  by  the 
Supreme  Court. 

That  question  arose  in  an  attempt  by 
a  State  to  force  a  consolidated  return 
throwing  the  payment  in  a  higher 
bracket  and  making  each  spouse  pay 
more  than  he  or  she  would  if  he  or  she 
had  made  a  separate  return. 

[Here  the  gavel  fell.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 

2  additional  minutes  to  the  gentleman 
from  Texas. 

Mr.  CROWTHER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SUMNERS  of  Texas.  I  will  yield, 
but  let  me  complete  this  statement  first. 

While  this  question  arose  under  the 
fourteenth  amendment,  a  limitation  upon 
State  powers,  the  limitation  upon  the 
Federal  Government  imposed  by  the  due- 
process  clause  of  the  fifth  amendment  as 
applicable  here  is  identical  with  the  limi¬ 
tation  imposed  upon  the  State  by  the 
fourteenth  amendment. 


1941 


CONGRESSIONAL  RECORD— HOUSE 


6647 


Mr.  CROWTHER.  It  is  with  great 
trepidation  I  even  ask  the  distinguished 
jurist  from  Texas  a  question,  but  does  he 
not  believe  that  in  view  of  the  Supreme 
Court  decisions  on  these  matters,  such  as 
are  related  to  this  particular  subject — 
and  there  are  very  few  that  are  on  all 
fours — that  perhaps  under  the  fifth 
amendment  it  might  be  considered  that 
this  action  of  Congress  is  a  reasonable 
classification?  I  am  speaking  now  in 
light  of  what  has  been  done  as  regards 
dependents  and  differentiating  between 
single  and  married  people  as  to  exemp¬ 
tions. 

Mr.  SUMNERS  of  Texas.  I  suggest 
that  the  gentleman  examine  the  opinion 
to  which  I  have  already  referred,  if  he 
has  not  already  done  so,  and  he  will  find 
that  the  Court  held  directly  with  the 
issue  squarely  before  it,  that  such  a  classi¬ 
fication  is  unreasonable  and  arbitrary, 
and  therefore  unconstitutional. 

Mr.  CROWTHER.  I  hope  to  do  that. 
I  am  going  to  yield  myself  enough  time 
to  read,  following  the  gentleman’s  state¬ 
ment,  a  short  paragraph  from  the  report 
of  our  committee  on  this  same  subject. 
I  think  it  is  apropos  at  this  time,  and  it 
will  be  very  enlightening. 

Mr.  SUMNERS  of  Texas.  I  am  very 
much  obliged  to  you  all  for  listening  to 
me. 

[Here  the  gavel  fell.] 

Mr.  CROWTHER.  Mr.  Chairman,  I 
yield  myself  6  minutes. 

Mr.  Chairman,  I  yield  myself  this  time 
following  the  gentleman  from  Texas  to 
read  the  following  paragraph  from  the 
report  on  this  bill: 

The  only  authority  against  the  constitu¬ 
tionality  of  the  proposed  legislation  is 
Hoeper  v  Tax  Commission  (284  U.  S.  206). 
There  the  State  of  Wisconsin  had  provided 
for  treatment  of  spouses  who  enjoyed  inde¬ 
pendent  incomes  similar  to  that  provided 
for  in  the  proposed  amendments.  There  was, 
however,  one  essential  difference.  Under 
the  Wisconsin  law  each  person  whose  income 
was  included  within  the  tax  computation 
was  liable  for  the  entire  tax.  The  Supreme 
Court  held  that  this  legislation  was  uncon¬ 
stitutional  on  the  ground  that  each  person 
was  liable  for  the  total  tax  and  therefore  A 
was  required  to  pay  a  tax  on  B's  income. 
But  this  conclusion  was  reached  over  the 
vigorous  dissent  of  Mr.  Justice  Holmes,  Mr. 
Justice  Brandeis,  and  Mr  Justice  Stone,  and 
the  views  of  the  dissenters  in  the  Hoeper  case 
have  recently  been  measurably  strengthened 
by  the  Supreme  Court  in  a  series  of  signifi¬ 
cant  decisions.  Burnet  v.  Wells  (289  U.  S. 
670),  Helvering  v.  Clifford  (309  U.  S.  331), 
see  also  Helvering  v.  Horst  (311  U.  S.  112), 
Helvering  v.  Eubank  (311  U.  S.  122),  Hormel 
v.  Helvering  (85  L.  Ed.  651),  Harrison  v. 
Schaffner  (85  L.  Ed  694). 

Mr.  Chairman,  I  am  not  a  lawyer. 
Folks  in  my  district  have  said  to  me  many 
times,  “Doctor,  the  trouble  with  you 
down  there  is  there  are  too  many  law¬ 
yers  in  Congress.”  I  said,  “You  are  mis¬ 
taken.  We  need  them.  The  language 
and  phraseology  that  we  use  in  legisla¬ 
tion  is  technical.  It  requires  the  edu¬ 
cation,  it  requires  the  continuity  of 
thought  and  the  powers  of  analysis  and 
conclusion  that  lawyers  are  trained  in.” 
So  I. still  hold  that  we  need  you  lawyers 
and  I  appreciate  your  extremely  valuable 
services.  It  is  all  right  to  have  a  few 
men  here  that  just  read  the  newspapers 
as  I  do,  and  have  some  little  sprinkling  of 


horse  sense,  but  we  need  the  lawyers.  I 
recommend  a  study  of  this  matter,  par¬ 
ticularly  to  my  distinguished  disciples  of 
Blackstone. 

One  of  my  colleagues  said  to  me  a  few 
moments  ago,  when  someone  spoke  of 
the  dissenting  opinions  of  these  distin¬ 
guished  Justices,  “I  do  not  care  anything 
about  dissenting  opinions.”  I  said,  “Why 
not?”  He  said,  “Because  they  are  not 
the  law.”  True,  they  are  not  the  law, 
but  certainly  study  and  consideration 
and  weight  should  be  given  them,  espe¬ 
cially  when  reference  is  made  to  the  fact 
that  they  have  been  given  added  strength 
by  numerous  decisions  following  this 
original  case  in  the  Supreme  Court. 

Mr.  GEARHART.  Will  the  gentleman 
yield? 

Mr.  CROWTHER.  I  yield  to  the  gen¬ 
tleman  from  California. 

Mr.  GEARHART.  Despite  the  fact 
that  the  gentleman  from  New  York  is 
a  little  modest,  may  I  say  that,  in  the 
estimation  of  his  colleagues,  he  has  be¬ 
come  a  very  great  lawyer  in  the  time 
he  has  served  in  legislative  halls.  Since 
you  are  now  giving  consideration  to 
constitutional  questions,  I  would  like  to 
have  your  opinion  in  respect  to  a  ques¬ 
tion  that  is  engaging  my  attention. 
Though  it  has  not  been  suggested  by 
anybody  during  the  course  of  this  de¬ 
bate  that  such  a  tax  should  be  levied,  I 
was  wondering  what  the  gentleman's 
opinion  would  be  in  respect  to  the  con¬ 
stitutionality  of  a  law  which  would  re¬ 
quire  the  members,  copartners  of  a 
business  partnership  to  file  joint  income 
tax  returns.  Is  not  a  business  partner¬ 
ship  and  a  matrimonial  partnership 
sufficiently  similar  to  justify  equal  treat¬ 
ment  in  a  tax  law? 

Mr.  CROWTHER.  I  do  not  get  the 
gentleman’s  meaning.  Does  the  gentle¬ 
man  mean  a  man  who  has  a  partner¬ 
ship  business  should  include  that  in  the 
income  of  his  wife? 

Mr.  GEARHART.  Not  exactly  that. 
What  does  the  gentleman  think  of  the 
idea  of  compelling  the  members  of  all 
business  partnerships  to  file  a  joint  re¬ 
turn? 

Mr.  CROWTHER.  Well,  we  have  a 
very  good  and  sufficient  system  of  taxing 
business,  corporations,  and  partnerships. 
It  has  been  very  well  defined  after  long 
years  of  study,  and  it  is  evidently  working 
well.  Why  dive  into  that  pool  of  dif¬ 
ficulty? 

Mr.  GEARHART.  If  you  are  after 
money,  you  will  raise  much  more  by  com¬ 
pelling  joint  returns  by  members  of  busi¬ 
ness  partnerships  than  by  compelling 
joint  returns  by  members  of  the  matri¬ 
monial  partnership. 

Mr.  CROWTHER.  If  we  wanted  to 
raise  money,  there  are  divers  ways  that 
may  be  just  as  unpopular  as  this  is. 

Mr.  GEARHART.  The  only  reason  you 
favor  joint  returns  is  because  you  want 
to  raise  $350,000,000.  An  easy  way  to  get 
that  sum  is  to  take  it  from  the  people  who 
happen  to  be  married.  Is  that  not  the 
reason  for  this  unprecedented  proposal? 

Mr.  CROWTHER.  That  is  not  a  fair 
statement. 

Mr.  GEARHART.  After  sitting 
through  4  months  of  committee  hearings 
that  is  the  way  it  appears  to  me. 


Mr.  CROWTHER.  A  moment  ago  the 
gentleman  said  that  the  amount  of 
money  involved  was  inconsiderable,  that 
it  was  only  two-tenths  of  1  percent.  Now 
the  gentleman  destroys  one  argument 
with  the  other. 

Mr.  GEARHART.  I  was  talking  about 
an  entirely  different  thing.  I  was  talking 
about  the  savings  to  the  people  who  live 
in  community-property  States.  It  is 
only  two-tenths  of  1  percent  of  the 
amount  you  are  going  to  collect  this  year 
from  the  taxpayers  of  this  country.  You 
are  wasting  your  time  talking  about  that. 

Mr.  CROWTHER.  In  my  estimation, 
it  is  a  matter  involving  an  honest  deter¬ 
mination  as  to  income,  and  for  the  pur¬ 
poses  of  taxation  I  think  the  Federal 
Government  has  a  perfect  right  to  aggre¬ 
gate  the  income  of  the  husband  and  wife 
for  the  purpose  of  determining  what  the 
tax  shall  be. 

Mr.  GEARHART.  Why  not  business 
partnerships,  too?  They  are  analogous. 

Mr.  COOPER.  Will  the  gentleman 
yield? 

Mr.  CROWTHER.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  CCOPER.  With  respect  to  the 
statement  the  gentleman  made  about  the 
dissenting  opinions  of  the  Supreme  Court, 

1  am  sure  the  gentleman  will  recall  that 
the  dissenting  opinion  in  the  Wisconsin 
case  was  delivered  by  Mr.  Justice  Stone, 
who  is  now  the  Chief  Justice  of  the  United 
States  Supreme  Court. 

Mr.  CROWTHER.  I  thank  the  gentle¬ 
man  for  his  contribution. 

[Here  the  gavel  fell.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 

2  minutes  to  the  gentleman  from  New 
Mexico  [Mr.  Anderson]. 

Mr.  ANDERSON  of  New  Mexico.  Mr. 
Chairman,  I  desire  only  to  say  that  inso¬ 
far  as  part  XI,  relating  to  outdoor  ad¬ 
vertising,  is  concerned,  every  word  that 
I  have  received  from  any  business  insti¬ 
tution  in  my  State  indicates  that  we 
would  like  to  suggest  to  the  members  of 
the  Committee  on  Ways  and  Means  our 
hope  that  it  will  present  an  amendment 
to  strike  that  section  from  the  bill. 

Further,  just  a  word  with  reference  to 
the  community-property  States.  May  I 
say  that  while  those  of  us  who  live  in 
community-property  States  may  enjoy  a 
slight  advantage  on  the  15th  day  of 
March  because  of  the  privilege  of  filing 
separate  returns  we  live  under  that  sys¬ 
tem  364  other  days.  We  do  not  dispose 
of  our  houses  or  our  lots  or  our  property 
without  the  consent  and  persuasion  of 
our  business  partners,  our  wives.  We 
realize  that  no  property  can  be  disposed 
of  without  their  consent.  I  think  it  is  a 
fine  institution,  and  I  hope  that  the 
power  to  tax  does  not  destroy  that  part  of 
our  community  life. 

[Here  the  gavel  fell.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  Arizona  [Mr.  Murdock! . 

Mr.  MURDOCK.  Mr.  Chairman,  after 
the  Committee  on  Ways  and  Means  has 
given  such  painstaking  study  and  such 
sincere  and  patriotic  effort  for  4  long 
months  in  preparing  this  bill,  I  feel  much 
more  like  praising  than  criticizing. 

While  I  shall  vote  affirmatively  for  the 
proposed  amendment  to  strike  out  the 
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joint-tax-return  provision,  and  while 
there  are  at  least  two  other  changes 
which  seem  to  me  desirable,  I  do  want 
to  compliment  the  committee  for  their 
splendid  work. 

Mr.  Chairman,  I  am  not  well  pleased 
with  that  portion  of  the  bill,  on  page  38, 
lines  22-25,  inclusive,  wherein  section 
731  of  the  Internal  Revenue  Code  is 
stricken  out.  On  turning  to  the  Revenue 
Code,  I  find  that  certain  benefits  have 
been  furnished  the  miners  and  operators 
who  are  producing  tungsten,  quicksilver, 
manganese,  and  certain  other  of  the 
strategic  metals.  I  think  the  producers 
of  these  war  minerals  should  have  great 
consideration  shown  them  in  computing 
excess-profit  tax.  While  we  have  done 
something  in  recent  sessions  of  Congress 
toward  promoting  home  production  of 
these  strategic  minerals  and  metals,  it 
is  my  candid  judgment  that  we  have  not 
done  enough,  and  for  that  reason  I  dis¬ 
like  to  see  such  little  advantage  as  they 
had  under  Public  Law  No.  801  of  the  Sev¬ 
enty-sixth  Congress  taken  away  from 
them. 

In  computing  excess-profit  tax,  I  fear 
an  injustice  is  being  done  certain 
branches  of  the  mining  industry.  I  know 
many  small  mining  men  who  have  not 
been  in  production  during  the  years  of 
the  depression,  but  who  could  now  and 
would  very  much  like  to  produce  the 
war  minerals  so  much  needed  at  the 
present  time.  It  is  for  this  struggling 
industry  that  I  beg  consideration,  first 
in  this  tax  measure  and  also  in  the  com¬ 
putation  of  all  taxes,  and  more  particu¬ 
larly  in  their  encouragement  in  many 
other  ways,  so  that  these  hundreds  of 
small  operators  may  not  be  discouraged 
but  rather  materially  encouraged  to  pro¬ 
duce  that  which  the  emergency  demands. 

Although  thinking  of  the  many  small 
operators,  I  am  reminded  that  one  great 
mining  corporation  operating  in  the 
State  of  Arizona  will  be  hard  and  unjus¬ 
tifiably  hit  by  this  measure  as  it  now 
stands.  Four  years  ago,  I  traveled  over 
to  Morenci,  in  Greenlee  County,  Ariz., 
and  saw  a  great  enterprise  in  its  be¬ 
ginning.  A  copper-mining  company,  in 
the  midst  of  the  depression  and  before 
the  World  War,  had  started,  had  suf¬ 
ficient  faith  in  the  future  to  invest 
$35,000,000  to  turn  a  mountain  upside 
down  and  handle  millions  of  tons  of  rock 
before  they  took  out  a  pound  of  copper 
and  before  they  could  make  1  penny  of 
profit.  I  take  off  my  hat  to  such  business 
planning  and  financial  courage,  and  I  do 
hope  that  when  this  defense-taxation 
legislation  is  finally  worked  out  such  be¬ 
ginners,  whether  large  or  small,  shall  not 
be  taxed  out  of  existence  through  an  un¬ 
wise  application  of  excess-profit  taxes. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
15  minutes  to  the  gentleman  from  Mis¬ 
sissippi  [Mr.  Whittington]. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
I  am  among  those  who  believe  that  the 
provision  in  this  bill  for  joint  returns  by 
husbands  and  wives  is  probably  the  most 
constructive  provision  in  the  legislation 
under  consideration.  At  the  same  time 
no  injustice  is  done  to  the  community 
States  that  desire  to  retain  the  system 
of  community  property  and  community- 
income  taxes  within  their  own  jurisdic¬ 


tion.  However,  the  discrimination  be¬ 
tween  American  citizens  is  removed  by 
the  incorporation  of  provisions  for  joint 
returns  in  the  bill,  and  all  citizens  of  the 
Republic,  regardless  of  State  or  commu¬ 
nity  laws,  are  treated  alike  in  the  filing 
of  returns. 

The  bill  under  consideration  provides 
for  approximately  $3,500,000,000  in  taxes. 
These  figures  are  unparalleled.  They 
are  astronomical.  The  bill  will  provide 
for  the  most  burdensome  taxes  in  the 
history  of  the  Republic  for  the  year  1942, 
and  they  will  exceed  the  previous  large 
year  of  highest  taxes  in  1920,  just  after 
the  greatest  of  all  wars. 

It  has  been  suggested  that  taxation 
may  be  relieved  by  the  reduction  of  nor¬ 
mal  governmental  expenses.  Appropri¬ 
ations  are  not  the  functions  of  the 
Committee  on  Ways  and  Means.  They 
are  handled  by  the  Committee  on  Appro¬ 
priations.  It  has  been  proposed  that 
there  should  be  a  joint  committee  com¬ 
posed  of  representatives  of  the  Commit¬ 
tee  on  Ways  and  Means  and  the  Com¬ 
mittee  on  Appropriations  to  look  for  a 
solution  of  the  problem  of  appropria¬ 
tions,  for,  in  truth  and  in  fact,  we  may 
as  well  admit  that  instead  of  reducing 
normal  expenditures  during  the  present 
session,  the  Congress  of  the  United 
States  has  increased  such  expenditures. 
I  voted  against  such  increases. 

Again,  it  has  been  suggested  that  the 
initiative  for  reduction  is  for  the  Execu¬ 
tive.  Personally,  I  think  there  is  a  re¬ 
sponsibility  on  the  Executive,  but  at  the 
same  time  there  is  a  responsibility  upon 
the  Members  of  the  House  and  Senate. 
It  is  my  view  that  there  can  be  no  solu¬ 
tion  of  the  problem  which  we  must  solve, 
to-wit,  during  the  emergency  to  reduce 
the  normal  expenditures  of  the  Govern¬ 
ment,  except  by  cooperation  between  the 
Executive  and  the  Congress.  I  am  in¬ 
clined  to  think  that,  inasmuch  as  the 
Executive  speaks  for  all  interests,  there 
will  never  be  any  reductions  in  normal 
expenditures  until  they  are  recom¬ 
mended  to  the  Congress  by  the  President 
in  his  Budget  message.  Joint  commit¬ 
tees  can  help,  but  the  Executive  must 
lead  in  reductions. 

There  are  those  who  vote  for  continued 
large  appropriations,  and  they  assert 
that  income  taxes  in  the  United  States 
are  very  much  lower  than  income  taxes 
in  the  United  Kingdom  and  in  Canada. 
The  methods  of  local  taxation  are  dif¬ 
ferent  in  the  United  States  than  in  those 
countries.  I  speak  to  you  long  enough, 
and  for  only  a  few  moments,  to  call  your 
attention  to  the  Preliminary  Report  of 
the  Joint  Committee  on  Internal  Revenue 
Taxation,  submitted  by  the  chairman  of 
that  committee  on  May  21,  1941,  and  to 
the  fact  that  for  the  year  1940  it  would 
be  interesting  to  make  a  comparison  of 
the  revenues  collected  and  the  expendi¬ 
tures  made  by  the  United  Kingdom,  Can¬ 
ada,  and  the  United  States. 

May  I  say  that  there  are  different 
methods  of  local  taxation  in  other  coun¬ 
tries  as  compared  to  our  own.  When  we 
are  asked  to  make  large  appropriations 
or  to  increase  our  income  taxes  we 
should  keep  in  mind  the  significant  fact 
that  in  Great  Britain  in  1940  the  local 
revenues  were  approximately  one-sixth 


of  the  total  national  revenues,  whereas 
for  the  same  year  in  the  United  States 
the  State  and  local  revenues  exceeded 
by  more  than  60  percent  the  national 
revenues. 

Probably  the  best  way  to  compare 
taxation  as  between  the  United  States 
and  those  countries  is  to  compare  the 
per  capita  tax.  The  per  capita  tax  in 
1940  in  Great  Britain  was  $136.45,  in 
Canada  $98.19,  and  in  the  United  States 
$102.11.  Under  the  bill  of  1940  and  un¬ 
der  the  pending  bill,  the  national  reve¬ 
nue  in  the  United  States  will  be  in¬ 
creased  so  that  in  1942  it  will  amount 
to  approximately  $8,000,000,000  more 
than  in  1940,  and  that  $8,000,000,000, 
divided  among  130,000,000  people  means 
that  the  per  capita  tax  in  the  United 
States  will  be  substantially  increased 
to  $162  as  against  $136  in  the  United 
Kingdom  for  the  year  1940.  And  the 
end  is  not  yet  in  sight. 

Taxes  for  defense  are  imperative,  but 
a  strong  economic  government  is  essen¬ 
tial  in  waging  war.  In  making  com¬ 
parisons  I  think  it  would  be  well  enough 
for  us  to  keep  in  mind  that  for  the  fiscal 
year  1938  and  prior  thereto  in  Great 
Britain  and  in  Canada,  the  expenditures 
were  substantially  the  amount  of  the 
revenues.  The  budgets  of  Great  Britain 
and  Canada  were  balanced,  whereas 
since  1930  in  the  United  States,  we  have 
had  accumulating  deficits,  and  there  have 
been  deficits  for  practically  every  year  of 
from  one  to  five  billion  dollars  a  year. 
I  maintain  that  if  we  are  to  defend  the 
United  States  and  the  Western  Hemi¬ 
sphere,  we  have  got  to  put  our  economic 
house  in  order. 

Another  thing  in  connection  with  com¬ 
parisons  it  is  well  for  us  to  keep  in  mind 
is  that  while  the  per  capita  debt  of  Great 
Britain  was  substantially  in  excess  of 
the  per  capita  debt  of  the  United  States 
in  1940,  with  50  billions  of  dollars  for 
national  defense  already  authorized  and 
appropriated,  and  with  an  $11,000,000,000 
increase  in  the  last  60  days,  the  national 
debt  of  the  United  States  per  capita  in 
the  next  12  months  will  be  comparable 
to  that  of  Great  Britain,  and  Great  Brit¬ 
ain  has  been  fighting  with  her  back  to  the 
wall  since  July  1940  and  engaged  in  war 
since  September  1939. 

Mr.  Chairman,  the  committee  in  their 
report  are  frank  enough  to  say  that  this 
is  a  bill  to  raise  revenue.  There  are  those 
who  advocate  increased  taxes  and  sav¬ 
ings  to  prevent  inflation.  I  should  like 
to  say  to  the  distinguished  chairman  and 
the  members  of  the  Ways  and  Means 
Committee  that  in  my  humble  judgment 
if  there  is  a  defect  in  the  pending  bill 
it  is  in  not  providing  against  inflation. 
Inflation  comes  by  the  doubling  or  the 
multiplying  by  three  and  more  times  of 
wages  and  salaries.  The  man  whc  was 
getting  $5  a  day  and  is  now  getting  $15 
a  day  and  spending  it  provides  the  in¬ 
creased  purchasing  power.  I  call  atten¬ 
tion  to  the  fact,  before  I  leave  the  sub¬ 
ject  of  comparison  of  taxes  in  other 
jurisdictions,  and  I  speak  from  the  re¬ 
port,  that  the  income  taxes  included  in 
the  present  bill  are  substantially  the  in¬ 
come  taxes  that  obtained  in  Great  Brit¬ 
ain  in  1938,  the  year  before  the  war,  and 
somewhat  less  than  the  income  taxes  in 
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Great  Britain  in  1939,  the  first  year  of 
the  war,  and  yet  the  United  States  is 
not  at  the  present  in  a  declared  war. 
The  defect  in  the  pending  bill,  as  I  see 
it,  is  that  there  has  not  been  a  broaden¬ 
ing  of  the  base,  so  as  to  make  all  of  the 
taxpayers  of  the  United  States  tax  con¬ 
scious. 

I  know  the  reasons  given  by  the  com¬ 
mittee  for  not  broadening  the  base.  I 
suggest  that  there  might  be  a  fiat  tax 
of  $5  for  every  person  who  is  earning  $500 
a  year,  and  $10  for  every  person  earning 
$1,000  a  year,  and  $15  for  all  earning 
$1,500  a  year.  And  I  say  this,  that  what¬ 
ever  be  said  about  the  provisions  of  the 
pending  bill,  and  whatever  has  been  said 
about  comparing  the  rates  with  the  rates 
recommended  by  the  Treasury  for  the 
income-tax  payer  below  the  $12,000  in¬ 
come,  the  rates  in  the  pending  bill  are 
much  less  than  those  recommended  by 
the  Treasury,  in  the  hope  that  there  would 
be  no  inflation,  and  I  say,  to  emphasize, 
that,  if  there  is  one  class  of  taxpayers 
who  are  discriminated  against  in  this  bill, 
it  is  the  taxpayers  with  incomes  of  from 
$10,000  to  $75,000  a  year.  It  is  no  an¬ 
swer  to  say  we  are  exempting  those  with 
lower  incomes,  because  under  the  exemp¬ 
tion  statutes  of  the  States,  whether  com¬ 
munity  or  not,  those  with  lower  incomes 
have  their  homesteads  exempted  from 
taxation  in  Louisiana,  Mississippi,  and 
other  States,  and  there  are  other  exemp¬ 
tions  all  share  in  the  excise  taxes  in  this 
bill.  But  that  is  not  the  whole  story. 
I  have  before  me  the  report  of  the  Ways 
and  Means  Committee  on  the  revenue 
bill  of  1940,  and  in  1940,  as  shown  by 
pages  10  to  12  of  the  report  and  as  shown 
by  the  bill  of  1940,  the  very  taxpayers 
who  have  been  more  largely  increased 
than  any  other  taxpayers  in  the  pending 
bill  are  those  in  the  brackets  between 
$10,000  a  year  and  $75,000  a  year.  They 
were  increased  from  10  to  13  percent  a 
year  ago,  thereby  increasing  the  tax  by 
one-third,  and  this  class  of  taxpayers, 
those  who  furnish  the  capital  for  the 
small  industries  of  the  country,  those  who 
are  able  to  build  residences  on  which 
taxes  are  paid  to  support  the  schools  and 
build  roads  and  streets,  are  the  taxpayers 
whose  burdens  have  been  materially  in¬ 
creased  by  substantially  33  Mj  percent  in 
1940,  and  again  in  the  present  bill  by  sub¬ 
stantially  50  percent.  Tire  taxes  on  in¬ 
comes  in  these  brackets  have  been  twice 
in  2  successive  years  increased  at  much 
greater  rates  than  in  other  brackets. 

For  my  part,  I  want  to  pay  all  the 
taxes  that  are  necessary  to  provide  for 
our  national  defense.  I  know  the  diffi¬ 
culties  confronting  the  committee.  It  is 
difficult  to  prepare  a  bill  that  is  fair  and 
just  to  all,  but  I  submit  that  in  fairness 
to  the  taxpayer  with  an  income  of  $10,000, 
to  $75,000,  the  previous  tax  bill,  the 
seven  previous  tax  bills  passed  during 
this  administration  and  every  tax  bill 
passed  since  1913,  followed  the  gradua¬ 
tion  that  obtained  prior  to  1940.  I  want 
to  remind  you,  that  there  is  a  limit,  where 
rates  become  unproductive  of  revenue, 
as  you  yourselves  say  with  respect  to  an 
income  o^  a  million  dollars,  on  which 
there  has  been  properly  no  increase.  The 
million-dollar  income  man  will  have 
$200,000  left,  but  the  man  with  a  $50,000 


income  will  only  have  $28,000  left.  I 
want  to  say  in  this  connection  that  what¬ 
ever  bills  we  may  have  in  the  future  it 
should  be  kept  in  mind  that  the  brackets 
to  which  I  have  referred  are  the  brackets 
that  are  bearing  the  brunt. 

Now,  will  we  prevent  inflation  by  the 
terms  of  this  bill?  I  refer  to  page  17  of 
the  report.  A  taxpayer  with  an  income 
of  $50,000  under  the  bill  recommended 
by  the  Treasury  wTould  have  paid  $19,540, 
whereas  under  the  pending  bill  he  pays 
$20,002.  Under  the  bill  recommended 
by  the  Treasury,  a  taxpayer  with  an  in¬ 
come  of  $2,500  would  have  paid  $71.50. 
Under  the  pending  bill  he  pays  but  $38.50. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Mississippi  has  expired. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  the  gentleman  5  additional  minutes. 

Mr.  WHITTINGTON.  Mr.  Chairman, 
as  I  stated,  I  realize  the  difficulties  con¬ 
fronting  the  committee.  It  is  late.  I 
know  it  is  pleasing  to  say  that  in  the  bill 
we  have  not  increased  the  burdens  on 
the  smaller  taxpayers.  That  is  fine.  I 
stand  for  that.  The  Committee  has 
adopted  rates  as  proposed  by  the  com¬ 
mittee  and  rejected  those  proposed  by  the 
Treasury,  which  would  in  a  way  have 
broadened  the  base.  At  the  same  time 
we  have  not  solved  the  matter  of  infla¬ 
tion  which  is  indirectly  involved  in  tax¬ 
ation.  Until  we  broaden  the  base,  until 
we  provide  for  those  who  have  benefited 
in  the  defense  program  by  materially 
increased  wages  and  salaries,  we  have 
not  provided  against  inflation.  A  per¬ 
son  with  a  salary  of  $10,000  is  increased 
three  times.  The  average  wage  earner 
is  not  increased  at  all.  I  am  in  favor 
of  fair  treatment  to  both,  and  to  all. 

Mr.  Chairman,  there  will  be  another 
tax  bill  in  less  than  a  year.  When  the 
youth  of  my  district  and  State  and  the 
Nation  are  being  called  to  the  colors,  as 
a  citizen  I  have  no  desire  to  increase  my 
income.  I  would  not  be  content  to  make 
more  money  when  your  sons  and  mine 
are  called  into  service.  It  is  time  for 
us  to  economize,  and  not  to  try  to  pass 
the  problem  from  the  Congress  to  the 
Executive  or  for  the  Executive  to  pass 
the  problem  to  the  Congress,  but  it  is 
time  for  all  to  unite.  There  must  be 
increased  taxes  and  there  must  be  re¬ 
ductions  in  the  normal  expenditures  of 
the  Government  if  the  United  States  is 
to  be  defended. 

I  extend  by  summarizing. 

PER  CAPITA  TAX  BURDEN,  1940 

It  is  a  fallacy  to  maintain  that  the  tax 
burden  is  less  in  the  United  States  than 
in  the  United  Kingdom  and  Canada. 
Those  who  make  this  statement  overlook 
the  fact  that  ordinarily  the  local  revenues 
in  the  United  Kingdom  are  much  less 
than  the  State  and  local  revenues  in  the 
United  States.  The  same  applies  to 
Canada. 

In  1940  the  local  revenues  in  the  United 
Kingdom  were  about  one-sixth  of  the  na¬ 
tional  revenue  in  the  United  Kingdom; 
they  were  about  one-half  in  Canada, 
while  in  the  United  States  the  State  and 
local  revenues  exceeded  the  national  rev¬ 
enue  by  more  than  60  percent. 

As  I  have  pointed  out  the  income  tax 
in  1938  in  the  United  Kingdom  on  a 
$50,000  income  was  $21,137.81.  The 
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amount  had  been  increased  in  1939  to 
$27,388.96.  Great  Britain  declared  war 
on  Germany  in  September  1939. 

Under  the  pending  bill,  as  shown  by 
page  17  of  the  report,  the  tax  on  $50,000 
is  $20,002.  The  United  States  is  not  en¬ 
gaged  in  a  declared  war  but  the  tax 
burden  in  the  United  States,  with  the 
passage  of  the  pending  bill,  will  be  com¬ 
parable  to  the  tax  burden  in  the  United 
Kingdom  and  in  Canada.  The  national 
debt  will  not  only  be  comparable  but  un¬ 
der  present  conditions  will  probably  ex¬ 
ceed  the  per  capita  national  debt  of  the 
United  Kingdom  and  of  Canada.  We 
cannot  continue  therefore  to  make  ap¬ 
propriations  that  are  not  imperatively 
needed  on  the  theory  that  the  tax  burden 
at  present  is  less  in  the  United  States 
than  in  the  United  Kingdom  and  Canada. 

BUDGET 

In  1938  and  previous  years  the  budget 
of  the  United  Kingdom  was  balanced. 
It  was  in  substantial  balance  in  1939. 
For  the  first  time  in  1940,  after  the  sec¬ 
ond  World  War  began  in  September 

1939,  the  British  expenditures  mate¬ 
rially  exceeded  the  revenue  receipts. 
The  same  is  true  with  respect  to  Canada. 

ESSENTIAL  SECURITY  IS  ESSENTIAL  TO  NATIONAL 
DEFENSE 

Taxes  must  not  only  be  levied,  but  the 
normal  expenditures  of  the  Government 
must  be  reduced  to  promote  national 
defense. 

TREASURY  AND  COMMITTEE  RATES 

As  shown  by  page  17  of  the  report  the 
Treasury  recommended  a  tax  of 
$19,540.40  on  an  income  of  $50,000.  The 
bill  is  larger  by  something  like  $500,  and 
the  tax  is  $20,002.40.  The  Treasury  rec¬ 
ommended  on  incomes  from  $2,500  to 
$10,000  taxes  substantially  twice  as  large 
as  those  in  the  pending  bill. 

The  taxes  in  the  pending  bill  are  much 
less  on  incomes  below  $10,000  than  rec¬ 
ommended  by  the  Treasury.  The  taxes 
on  incomes  roughly  between  $10,000  and 
$75,000  are  higher  than  any  other  brack¬ 
ets.  As  shown  by  page  7  of  the  report, 
the  great  percentage  of  increases  on  in¬ 
come  taxes  is  on  incomes  from  $10,000  to 
$75,000. 

There  is  no  material  increase  on  in¬ 
comes  of  $100,000  to  $750,000,  and  there 
is  no  increase  at  all  on  incomes  of  a 
million  dollars  and  more.  The  taxes  on 
income  taxpayers  from  $10,000  to  $75,000 
in  the  pending  bill  are  higher  than  the 
taxes  proposed  either  by  the  Treasury  or 
by  the  joint  committee  for  these  brackets. 

The  Revenue  Act  of  1940,  as  shown  by 
page  10  of  the  report,  increased  very 
materially  the  taxes  on  incomes  from 
$10,000  and  especially  from  $20,000  to 
$50,000.  These  are  the  brackets  in  which 
the  income  taxes  in  the  present  bill  are 
largely  increased.  On  a  $50,000  income 
there  was  an  increase  of  approximately 
$5,000.  The  income  tax  on  $50,000  was 
almost  doubled  in  1940,  as  shown  by  page 
12  of  the  report  on  the  revenue  bill  of 

1940. 

The  tax  on  incomes  of  $50,000  is  in¬ 
creased  in  the  present  bill  by  about  $6,000 
more  than  it  was  under  the  bill  of  1940. 
The  taxes  are  much  higher  than  they 
were  in  the  highest  year  following  the 
first  World  War,  which  was  for  1920. 
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If  it  be  said  that  an  income  of  a  mil¬ 
lion  dollars  is  already  taxed  79  or  80 
percent,  the  answer  is  the  taxpayer  will 
have  left  around  $200,000,  whereas  the 
taxpayer  with  an  income  of  $50,000  would 
only  have  left  about  $28,000.  In  other 
words,  in  the  pending  bill  incomes  from 
$12,000  to  $100,000  are  carrying  more 
taxes  than  should  be  put  upon  this  group. 
There  were  materially  increased  taxes 
last  year  when  there  was  substantially 
no  increases  in  other  brackets. 

JOINT  RETURNS 

As  disclosed  by  page  17  of  the  report 
of  the  committee,  if  joint  returns  are 
eliminated  it  would  mean  that  on  in¬ 
comes  of  $2,500  to  approximately  $15,000 
the  rates  of  the  Treasury  would  have  to 
be  levied,  which  would  be  approximately 
100  percent  in  excess  of  the  rates  under 
the  pending  bill.  The  joint  tax  returns 
affect  6  percent  of  the  taxpayers.  The 
increased  rates  would  affect  94  percent  of 
the  taxpayers. 

The  report  of  the  committee  answers 
in  detail  the  objections  as  to  the  consti¬ 
tutionality  or  legality  of  the  proposed 
joint  return  of  husband  and  wife. 

INFLATION 

Increased  wages  without  increased 
taxes  and  increased  savings  mean  infla¬ 
tion.  Those  whose  salaries  and  wages 
have  been  increased  in  the  defense  pro¬ 
gram  should  have  their  income  taxes  in¬ 
creased;  otherwise,  there  is  inflation. 
Moreover,  there  will  be  no  reduction  in 
the  normal  expenditures  of  the  Govern¬ 
ment  unless  all  taxpayers  share  in  the 
tax  burden.  The  tax  base  should  be 
broadened.  Wages  and  salaries  which 
have  been  especially  increased  in  the  de¬ 
fense  program  should  be  taxed.  The 
taxes  in  all  brackets  should  be  increased. 
They  should  not  be  confined  to  any  one 
class  of  brackets.  As  I  have  pointed  out, 
prior  to  the  tax  bill  of  1940,  there  was  a 
graduation  in  income  taxes  in  accord¬ 
ance  with  the  ability  to  pay  that  has 
obtained  since  the  passage  of  the  first 
income-tax  law  in  1913.  The  graduation 
was  changed  by  increasing  the  rates  in 
the  brackets  from  $10,000  to  $75,000  out 
of  line  with  the  increases  in  other  brack¬ 
ets  in  1940.  The  graduation  in  said 
brackets  has  been  changed  again  in  the 
pending  bill.  It  cannot  be  that  through¬ 
out  all  of  the  years  a  mistake  has  been 
made  in  the  graduation  of  income  taxes. 
If  excessive  taxes  mean  no  taxes  in  the 
higher  groups,  excessive  taxes  will  mean 
no  taxes  in  the  brackets  where  there  has 
been  a  doubling  of  the  taxes  in  the  past 
12  months. 

defense  means  taxes 

Adequate  defense  means  increased 
taxes.  Adequate  defense  means  a  bal¬ 
anced  Budget  for  ordinary  expenditures. 
Adequate  defense  means  raising  a  sub¬ 
stantial  part  of  defense  expenditures  by 
taxation.  The  generation  that  is  pro¬ 
tected  should  largely  foot  the  bill 

I  know  it  is  difficult  to  levy  a  tax  that  is 
satisfactory  to  all,  but  it  is  my  view  that 
all  citizens  should  participate  in  the  bur¬ 
den  of  taxation.  Of  course,  there  should 
be  reasonable  exemptions,  but  excessive 
and  wasteful  expenditures  will  not  be 
eliminated  unless  the  public  is  tax  con¬ 
scious.  A  broadening  of  the  base  will  re¬ 


sult  in  a  wholesome  tax  consciousness 
that  will  contribute  toward  sound  eco¬ 
nomic  security  and  adequate  national  de¬ 
fense. 

[Here  the  gavel  fell. 3 

Mr.  COOPER.  Mr.  Chairman,  I  ask 
unanimous  consent  that  all  Members 
who  have  spoken  today  may  have  per¬ 
mission  to  revise  and  extend  their  own 
remarks. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Ala¬ 
bama  [Mr.  Patrick],  which  closes  the 
requests  for  time  on  this  side. 

Mr.  PATRICK.  Mr.  Chairman,  a  for¬ 
ward  step  was  taken  by  the  Ways  and 
Means  Committee  in  reporting  out  this 
joint  tax  proposal  and  this  move  is  one 
of  the  most  laudable  steps  that  has  ever 
been  taken  by  a  taxing  body  in  the 
United  States.  Every  argument  I  have 
heard  presented  substantiates  the  state¬ 
ment  by  the  gentleman  from  New  York 
[Mr.  Crowther]  that  this  effort  against 
it  is  one  of  legal  avoidance.  One  of  our 
fine  things  in  this  country  is  that  we 
have  so  many  constitutional  lawyers,  but 
you  cannot  find  any  group  of  persons  who 
disagree  among  themselves  any  more 
religiously  than  do  the  constitutional 
lawyers.  I  do  want  to  say,  too,  for  my 
good  friend  the  gentleman  from  Texas 
[Mr.  Sumners]  with  all  of  his  informa¬ 
tion  and  with  all  of  his  education  and 
with  all  of  my  lack  and  need,  I  believe 
I  know  more  about  the  sacred  precincts 
of  the  marital  relation  than  he  does. 
So,  when  he  comes  espousing  that  as 
his  gospel,  I  feel  free  to  answer  him  by 
stating  that  those  who  come  forward 
with  this  proposal  have  put  their  finger 
at  least  on  those  who  are  able  to  pay, 
which  is  where  it  should  go.  It  is  an 
effort  to  levy  a  just  tax,  and  if  they  talk 
of  different  returns — they  say  it  demands 
a  different  tax  on  the  married  from  the 
unmarried — that  is  because  of  the  dif¬ 
ferent  status  and  the  different  way  that 
they  have  to  be  approached  to  do  the 
thing  that  needs  to  be  done  at  this  time. 
If  people  do  not  think  any  more  deeply 
and  solemnly  of  the  marital  relationship 
and  if  they  have  not  any  more  regard 
for  each  other,  as  people  ought  to  have 
when  they  get  married,  than  to  let  this 
tax  keep  them  apart,  then  they  are  not 
made  for  each  other  and  ought  never  to 
get  married  in  the  first  place;  and  if  peo¬ 
ple  who  would  come  under  it  should  stay 
unmarried  because  of  the  tax,  they  have 
no  business  getting  married  and  would 
not  be  proper  persons  to  enter  that 
sacred  relationship  with  each  other  if 
they  were  married.  So  I  do  not  give  any 
great  weight  to  this  argument. 

I  have  listened  to  this  argument.  I 
came  here  to  listen  and  to  think  it 
through  as  best  I  could  and  have  reached 
my  decision  almost  entirely  from  hearing 
the  arguments  on  the  floor.  I  did  not 
hear  what  went  on  in  the  sacred  confines 
of  our  tax-levying  committee.  The 
House  should  be  delighted  with  its  work. 
In  years  to  come  we  shall  look  back  with 
great  pride  on  the  present  membership 
of  our  Ways  and  Means  Committee. 


But  the  thing  I  got  up  here  to  talk 
about  was  not  that  at  all.  I  want 
to  refer  to  the  title  which  has  to  do  with 
radio  broadcasting  and  radio  network 
tax.  That  is  section  601  of  the  revenue 
bill,  and  let  me  raise  a  warning  finger. 

On  July  15  the  executive  committee  of 
National  Radio  Broadcasters  adopted 
this  resolution: 

In  view  of  current  trade  publicity  being 
given  to  a  proposed  advertising  campaign  in 
behalf  of  the  Navy  Department  to  be  placed 
through  one  of  the  large  advertising  agencies, 
the  executive  committee  feels  that  the  pur¬ 
chase  of  time  by  defense  agencies  might  tend 
to  restrict  rather  than  enhance  the  most 
effective  utilization  of  broadcasting  during 
the  present  emergency. 

Therefore  we  wish  at  this  time  to  reaffirm 
the  industry’s  desire  to  continue  its  present 
practice  of  making  its  facilities  available  at 
no  cost  to  Government  agencies  engaged  in 
promoting  the  national-defense  program. 

To  inform  the  public  of  the  industry’s  po¬ 
sition,  it  is  suggested  that  an  announcement 
that  all  Government  defense  programs  being 
carried  without  charge  be  used  once  each  day 
by  all  cooperating  stations. 

The  United  States  of  America  has  no 
child  who  is  more  loyal,  who  is  more  co¬ 
operative  than  her  radio  industry.  She 
has  not  one  who  renders  such  magnifi¬ 
cent  service;  no,  not  one.  The  sale  of 
defense  bonds  and  the  search  for  skilled 
mechanics  in  the  defense  industry  was 
aided  very  materially  by  free  time  given 
through  her  agencies,  her  radio  stations. 
The  Civil  Service  Commission  has  cred¬ 
ited  the  efforts  of  the  radio  chains  with 
producing  500,000  skilled  workers  in  the 
year  ending  July  23,  1941. 

Let  me  refer  to  the  three  advertising 
media  to  be  dealt  with — radio,  news¬ 
papers,  and  billboards.  I  am  glad  to 
have  the  Members  preceding  me  stand 
up  with  me  on  it.  For  some  reason  one 
of  these  three,  the  newspapers,  are 
exempt  in  this  tax  bill.  I  wonder  why? 
This  is  unfortunate.  Let  us  analyze  this 
for  a  moment.  I  hope  this  discrimina¬ 
tion  is  stricken  out,  or  this  entire  provi¬ 
sion  is  stricken  out.  I  am  not  interested 
in  taxing  the  newspapers  any  more  than 
they  are  now  taxed.  But  this  part  of 
the  tax  levy  is  expected  to  produce  only 
about  $5,000,000  revenue  if  sustained. 
This  means  that  many  men  will  be 
thrown  out  of  employment,  because  the 
radio  stations  must  do  something  tre¬ 
mendous  to  equalize  themselves  with  this 
tax  and  still  compete  with  the  untaxed 
newspapers  if  they  are  not  going  to  be 
put  out  of  business.  It  amounts  to  un¬ 
fair  competition,  because  in  the  end  that 
competition  has  got  to  be  met,  and  their 
business  will  have  to  be  rechecked.  If 
this  tax  is  maintained  the  newspapers 
ought  also  to  have  to  meet  it,  as  well  as 
radios  and  billboards,  but  since  the  tax  is 
not  assessed  against  the  newspapers 
while  being  assessed  against  the  radio 
companies  it  is  unfair.  It  will  do  more 
harm  than  the  good  to  be  done  by  the 
revenue  the  Government  may  obtain 
from  the  tax,  and  is  not  worth  the 
candle. 

Mr.  CROWTHER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  PATRICK.  I  yield. 

Mr.  CROWTHER.  Does  not  the  gen¬ 
tleman  think — he  has  had  a  wide  experi- 
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ence  in  the  art  of  radio  broadcasting  and 
advertising — that  the  radio  broadcasting 
system  is  worth  the  10  percent  more  than 
newspaper  advertising,  especially  when 
the  advertising  is  delivered  in  the  seduc¬ 
tive  and  splendid  tones  the  gentleman 
from  Alabama  uses? 

Mr.  PATRICK.  I  must  confess  I  am 
biased  on  that  subject.  In  fact  I  be¬ 
lieve  my  opinion  on  the  value  of  radio 
advertising  would,  because  of  my  bias, 
be  less  convincing  than  that  of  some  un¬ 
biased  man,  and  modesty  itself  precludes 
me  from  expressing  an  honest  opinion  on 
what  I  might  do  with  this  subject  on  the 
radio. 

Mr.  BROOKS.  Will  the  gentleman 
yield? 

Mr.  PATRICK.  I  yield  to  the  gentle¬ 
man  from  Louisiana. 

Mr.  BROOKS.  In  addition  to  what 
the  gentleman  said  in  reference  to  the 
radio,  I  may  say  that  I  notice  the  bill¬ 
board  advertising  mediums  very  often 
give  space  in  considerable  quantities  to 
the  national-defense  program,  to  the 
American  Legion,  and  to  a  great  many 
civic  and  service  organizations  through¬ 
out  the  United  States.  They  contribute 
very  heavily  to  the  civic  interests  and  to 
the  national  defense. 

[Here  the  gavel  fell.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
the  gentleman  2  additional  minutes. 

Mr.  PATRICK.  Mr.  Chairman,  I  have 
not  investigated  billboards  as  has  my 
friend  the  gentleman  from  Louisiana 
[Mr.  Brooks],  but  I  have  cone  into  this 
other  matter  a  little  bit.  The  radio 
broadcasting  companies  report  to  me 
they  would  suffer  in  many  instances  a 
reduction  of  50  percent  or  more  in  their 
net  income,  even  after  allowing  for  sav¬ 
ings  and  excess-profits  taxes.  There 
are  at  least  13  radio  stations  affected 
that  were  in  the  red  last  year.  In  some 
instances  it  will  be  fatal,  they  report, 
and  pretty  nearly  fatal  in  all  cases.  Here 
is  a  business  kept  short  of  breath  by  us, 
because  we  only  license  a  station  a  year 
at  the  time.  This  ties  them  down  to 
short  contracts.  It  just  cannot  be  worth 
the  candle.  It  means  more  than  the  sub¬ 
scriber  would  pay  in  addition  to  present 
sums  and  stay  with  his  station,  thus  a 
plain  cut-down  on  annual  income. 

I  am  sure  the  inequality  and  the  conse¬ 
quences  will  give  the  radio  stations  a 
harder  job  than  they  ought  to  have  to 
undertake  to  overcome  and  absorb. 
There  is  not  in  the  United  States  an  or¬ 
ganization  or  a  band  of  people  who  has 
come  forward  with  more  full-hearted 
support  of  the  Nation  and  who  have 
given  more  time  than  the  radio  stations. 
Radio  is  a  fine  art  that  as  a  matter  of 
public  good  should  be  encouraged  and 
supported.  If  you  wish  to  sell  bonds,  or 
if  any  need  arises  in  the  land,  the  radio 
stations  respond  not  only  willingly  but 
valiantly,  because  they  are  the  one  great 
voice  that  can  be  heard  in  the  far  cor¬ 
ners  of  the  earth  when  a  cry  is  heard  in 
the  land.  They  cheerfully  and  gloriously 
give  of  their  time.  It  is  an  exceedingly 
patriotic  group,  these  radio  people,  pro¬ 
viding  an  effective  medium  for  inter¬ 
association  and  all-out  service  communi¬ 
cation  among  the  people  of  this  great 
country.  Whenever  a  thing  like  this 


comes  up,  they  should  be  given  consid¬ 
eration,  because  they  are  part  of  the 
pulse  and  responsive  chords  of  the  Na¬ 
tion  today.  I  believe  that  if  we  can 
remember  this  serious  fact  and  if  we  will 
give  radio  a  true  and  fair  review,  we 
must  come  to  the  conclusion  that  the 
radio  is  the  best  general  forum  and  the 
purest  agency  for  national  strength  in 
the  country.  I  hope  this  consideration 
will  be  had  before  the  legislation  is 
ended. 

[Here  the  gavel  fell.] 

Mr.  COOPER.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  California  [Mr.  Costello]. 

Mr.  COSTELLO.  Mr.  Chairman,  I  be¬ 
lieve  that  the  mandatory  joint  income- 
tax  provision  contained  in  this  proposed 
tax  measure  is  not  only  most  unwise  but 
likewise  very  unsound  in  its  application. 
Throughout  the  entire  history  of  this 
Nation,  every  effort  has  been  made  to 
protect  the  family  relation  and  to  be¬ 
stow  benefits  thereon  rather  than  to  in¬ 
flict  discriminatory  penalties.  In  other 
countries,  where  extra  revenue  nas  been 
sought,  a  special  tax  has  been  placed 
upon  bachelors,  the  while  married  per¬ 
sons  are  granted  concessions.  We  in  this 
bill  propose  to  extend  benefits  to  bache¬ 
lorhood,  the  while  we  would  place  extra 
burdens  upon  married  persons. 

In  another  portion  of  this  bill,  a  special 
tax  is  proposed  to  be  levied  upon  ad¬ 
vertising.  However,  instead  of  covering 
the  entire  advertising  field,  only  a  single 
form  of  advertising,  namely  bill  board 
advertising,  is  chosen  to  bear  the  burden 
of  taxation.  By  what  theory  of  equality 
of  taxation  the  committee  has  chosen  to 
tax  solely  outdoor  advertising  and  has 
totally  ignored  all  other  forms,  such  as 
radio,  newspaper,  magazine,  and  signs  on 
buildings,  is  beyond  my  comprehension. 

Yet  having  chosen  this  method  of  ap¬ 
plying  taxation,  it  is  not  surprising  then 
that  in  an  effort  to  tax  the  family  re¬ 
lationship,  only  the  husband  and  wife  are 
singled  out  for  unequal  treatment.  If 
husband  and  wife  are  to  be  taxed  jointly 
because  they  live  together,  then  why  not 
include  all  members  of  the  household 
domiciled  under  the  same  roof?  The  sole 
basis  on  which  it  is  to  be  determined 
whether  husband  and  wife  must  file  a 
joint  return  rather  than  individual  re¬ 
turns,  is  the  question  of  living  together. 
If  husband  and  wife  live  together  for 
just  1  day  in  any  taxable  year  then  they 
must  file  a  joint  return. 

Why  should  only  these  two  members 
of  a  family  be  so  singled  out,  while  sons 
and  daughters  having  taxable  income 
and  living  with  their  parents  are  not  also 
required  to  join  in  filing  a  single  return 
for  the  entire  income  of  all  members  of 
the  family?  If  the  test  is  to  be  a  ques¬ 
tion  of  living  together  for  a  time  during 
the  taxable  year,  why  should  not  two 
brothers,  living  together  and  sharing 
their  expenses,  be  likewise  required  to 
join  in  filing  a  mandatory  joint  return, 
Surely  the  relationship  of  the  brothers  is 
just  as  close  as  that  of  the  parents  and 
should  be  subject  to  the  same  require¬ 
ments  under  the  tax  laws. 

One  need  not  stop  there  in  applying 
the  test  of  domicile,  if  that  is  hereafter 
to  be  the  basis  of  our  future  tax  legisla¬ 


tion.  What  will  happen  here  in  Wash¬ 
ington,  where  there  are  countless  thou¬ 
sands  of  Government  workers  who,  in 
order  to  reduce  their  high  living  costs, 
join  together  in  the  rental  of  apartments 
and  the  expense  of  furnishing  them?  Are 
they  to  be  called  upon  in  some  future 
tax  bill  to  file  mandatory  joint  returns, 
because  they  are  domiciled  together,  even 
though  they  may  not  be  related  at  all? 
Are  their  incomes  to  be  pooled  for  taxa¬ 
tion  purposes,  merely  because  they  have 
chosen  to  share  the  same  roof  and  equally 
bear  the  burden  of  their  living  expenses? 

Let  me  single  out  another  feature  of 
this  provision  of  the  present  bill  which 
to  my  mind  is  very  inequitable.  The  re¬ 
quirement  to  file  a  joint  return  applies 
whenever  any  husband  and  wife  live  to¬ 
gether  at  any  time  during  the  taxable 
year.  As  a  result,  when  two  persons  de¬ 
cide  to  marry  this  December,  they  are 
going  to  find  that  the  income  which 
each  has  acquired  individually  through¬ 
out  the  year  is  suddenly  going  to  be 
thrown  into  a  common  fund  for  tax  pur¬ 
poses  and  they  will  be  penalized  in  the 
amount  of  tax  which  they  pay,  just  be¬ 
cause  they  proposed  to  marry  in  Decem¬ 
ber  rather  than  to  wait  until  January. 

Much  has  been  said  during  the  debate 
upon  this  provision,  to  the  effect  that  it 
is  going  to  only  affect  the  rich  and'  well 
to  do.  The  fact  is  that  this  provision  will 
work  the  greatest  hardship  upon  those  of 
very  modest  means.  In  fact,  the  burden 
will  bear  heaviest  upon  young  married 
couples,  who  in  order  to  supplement  their 
small  incomes  are  both  working,  in  the 
hope  that  they  may  be  able  to  acquire  a 
modest  savings  account  and  thus  the 
more  quickly  obtain  sufficient  financial 
security  to  enable  them  to  plan  the  fu¬ 
ture;  to  provide  the  means  for  purchas¬ 
ing  a  home  of  their  own,  or  to  cover  the 
costs  cf  illness  at  any  time.  It  is  true 
that  the  greatest  revenue  will  not  come 
from  persons  in  this  category,  but  the 
greatest  hardship  will  be  borne  by  such 
persons. 

It  is  not  the  amount  of  money  to  be 
raised  by  this  method  of  taxation  which 
disturbs  me.  The  need  for  tax  revenue 
is  admitted  by  all.  But  merely  because 
this  change  in  the  tax  structure  will 
provide  a  large  sum  of  money,  it  cannot 
be  justified,  as  one  of  my  colleagues 
earlier  in  the  day  would  infer,  when  the 
underlying  principle  is  itself  bad,  as  is  the 
case  here.  Any  legislation  which  places 
an  undue  burden  upon  married  persons 
cannot  fail  to  carry  with  it  a  tendency  to 
act  in  restraint  of  marriage.  Courts  have 
long  held  contracts  in  restraint  of  mar¬ 
riage  to  be  void,  and  they  have  rightly 
done  so,  because  such  provisions  are  bad 
in  themselves.  Yet  we  are  being  asked  to 
put  our  approval  upon  a  tax  measure 
which  is  in  restraint  of  marriage. 

Moreover,  we  have  been  told  that  this 
provision  will  remove  an  inequality  be¬ 
tween  the  community-property  States 
and  the  other  40  States.  The  fact  is  that 
of  the  total  revenue  to  be  raised  by  this 
provision  only  $50,000,000  will  be  derived 
from  the  community-property  States, 
while  the  other  40  will  bear  the  brunt  of 
the  burden  to  the  extent  o.  more  than 
$275,000,000.  This  is  a  tax  being  levied 
upon  married  couples  throughout  the 
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Nation  and  is  in  no  way  limited  to  a  mere 
8  States.  This  provision  is  inserted  in 
this  bill  in  an  effort  to  eliminate  what  has 
been  termed  a  source  of  tax  evasion  by 
means  of  gifts  from  the  husband  to  the 
wife  in  an  effort  to  reduce  tax  liability. 
If  so,  why  not  directly  tax  these  gifts 
between  husband  and  wife,  without 
spreading  the  tax  liability  to  the  sepa¬ 
rate  property  of  the  wife,  acquired  as  it 
may  be  prior  to  marriage  or  through  in¬ 
heritance  or  gift  from  persons  other  than 
the  husband?  If  gifts  between  husband 
and  wife  are  not  so  taxed,  then  the  law 
makes  permissible  such  gifts,  and  there 
is  no  injustice  on  the  part  of  one  married 
couple  in  so  transferring  portions  of  their 
property  to  one  another  as  against  a  sec¬ 
ond  couple  where  the  spouse  will  not  trust 
the  mate  by  likewise  transferring  prop¬ 
erty.  The  real  effect  of  this  legislation 
will  be  to  eliminate  such  transfers  of 
property  to  the  wives,  and  certainly  will 
be  a  matter  of  much  concern  to  the 
women  of  America.  In  fact,  for  the  first 
time  in  the  history  of  legislation  in  this 
country,  we  are  taking  a  backward  step 
regarding  the  separate  and  individual 
rights  of  women,  when  we  make  their  in¬ 
come  part  and  parcel  of  that  of  their 
husbands  and  levying  higher  taxes 
thereon  because  of  marriage — taxes  at  a 
higher  rate  than  that  paid  by  single 
persons. 

An  illustration  was  used  in  the  debate 
earlier  today  attempting  to  point  out  an 
inequality  in  the  case  of  one  family  where 
the  wife  had  a  $6,000  income  and  the 
husband  had  $40,000,  each  filing  separate 
returns,  while  in  another  family  the  wife 
having  no  income  and  the  husband  hav¬ 
ing  $46,000  then  he  had  to  pay  a  tax 
higher  than  the  first  husband,  although 
the  income  of  the  two  couples  happened 
to  be  the  same.  There  is  no  inequity 
here,  any  more  than  where  one  single 
person  has  a  $40,000  income  and  so  pays 
at  one  rate  of  taxation,  while  a  neighbor 
having  $46,000  income  pays  at  a  higher 
rate  because  of  greater  income.  There 
is  only  inequity,  if  husband  and  wife  are 
one  person,  if  the  wife  being  but  a  chat¬ 
tel  is  to  be  denied  her  separate  identity 
before  the  tax  law,  something  which  the 
people  of  this  country  do  not  desire  and 
surely  do  not  intend.  How  fortune  may 
distribute  the  goods  of  this  world 
amongst  various  people  is  in  many  cases 
a  matter  of  chance,  and  so  the  most  one 
can  say  regarding  the  two  couples  dis¬ 
cussed  above  is  that  the  second  couple 
may  be  unfortunate  in  that  the  husband’s 
income  is  the  sole  source  of  income, 
whereas  in  the  first  family  the  source  of 
income  is  divided  between  them.  But 
may  not  the  first  wife  likewise  complain 
of  inequity  in  that  her  husband  is  only 
earning  $40,000  while  the  second  wife  has 
the  good  fortune  to  have  a  husband  who 
earns  $46,000? 

One  other  feature  of  this  new  proposal 
is  the  method  of  terminating  a  taxable 
year  in  the  event  of  a  divorce.  The  lan¬ 
guage  states  that  the  joint  taxable  year 
of  a  husband  and  wife  shall  be  termi¬ 
nated  upon  the  date  of  their  divorce  or 
legal  separation  or  upon  the  date  of  the 
annulment  of  their  marriage.  When 
does  the  joint  taxable  year  end  in  the 
case  of  a  married  couple  who  have  re¬ 
ceived  an  interlocutory  decree  of  di¬ 


vorce,  but  which  will  not  become  final 
until  the  end  of  the  calendar  year?  Must 
they,  merely  because  the  laws  of  the  dif¬ 
ferent  States  vary,  continue  to  pay  taxes 
under  this  mandatory  joint-return  re¬ 
quirement  for  a  full  year,  pending  the 
entrance  of  a  final  decree  of  divorce  upon 
the  records  of  the  court?  Whereas  in 
other  States  granting  outright  divorces 
the  taxable  year  would  end  immediately. 
We  may  complain  of  seeming  inequities 
in  the  laws  of  the  various  States,  but  if 
we  are  going  to  recognize  the  individual 
rights  of  States,  then  we  must  anticipate 
different  conditions  in  the  different 
States.  The  community-property  States 
may  have  an  advantage  in  small  degree 
in  this  matter  of  taxation,  but  with  that 
goes  the  obligation  of  husband  and  wife 
to  share  their  property  acquired  after 
marriage  equally.  If  those  who  complain 
of  the  tax  inequality,  wish  to  eliminate 
it — why  not  adopt  the  same  legislation 
and  grant  to  wives  equality  of  treatment, 
an  equal  share  in  property  acquired  dur¬ 
ing  marriage,  and  thus  acquire  the  same 
so-called  preference.  They  decline  to  do 
this  because  they  are  not  willing  to  grant 
to  the  women  of  their  states  the  full  rec¬ 
ognition  which  the  community-property 
States  have  accorded  married  women 
throughout  the  long  years  of  their  ex¬ 
istence,  long  prior  to  the  enactment  of 
income-tax  legislation.  Little  wonder 
that  the  women  of  the  country  are  greatly 
disturbed  over  what  is  being  attempted  in 
this  tax  bill  and  are  protesting  against 
it  in  ever-increasing  numbers  throughout 
the  land. 

Mr.  CROWTHER.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Iowa  LMr.  Jensen]. 

Mr.  JENSEN.  Mr.  Chairman,  the 
American  people  have  always  been  ready 
and  willing  to  pay  just  taxes  if  they  have 
the  wherewithal  with  which  to  pay, 
especially  that  portion  that  has  been 
spent  judiciously,  but  no  one  likes  to  pay 
out  their  hard-earned  dollars  for  such 
nonessentials  as  this  administration  has 
knowingly  and  willfully  wasted  by  the 
billions. 

This  Congress  would  do  well  to  earnest¬ 
ly  and  honestly  resolve  from  this  minute 
that  not  one  dollar  of  the  people’s  money 
will  henceforth  be  wasted,  because  the 
American  people  are  in  no  mood  to  be 
kidded  longer.  Yes;  they  want  and  de¬ 
mand  a  real,  honest-to-goodness  national 
defense,  and  are  willing  to  pay  the  bill, 
but,  first  of  all,  they  want,  and  have  a 
right  to  demand,  that  kind  of  national 
defense  which  will  best  insure  the  keep¬ 
ing  of  this  Nation  out  of  war  and  will  keep 
war  out  of  America. 

The  overwhelming  majority  of  our  peo¬ 
ple  are  wondering  just  where  we  go  from 
here.  They  want,  above  all,  to  stay  out 
of  the  foreign  wars,  the  cost  of  which  is 
measured  in  not  only  tax  dollars  but  more 
distressing  in  the  sweat  and  tears  of  all — 
moreover  in  the  misery,  suffering,  blood, 
and  death  of  our  boys. 

Certainly,  Mr.  Chairman,  this  3 Ua-bil- 
lion-dollar  tax  bill  is  quite  a  blow  to  every 
person  in  this  land  as,  of  course,  it  hits 
us  all,  either  directly  or  indirectly,  and  is 
only  a  starter,  more  bills  of  like  nature 
and  even  more  drastic  bills  we  are  told 
that  will  hit  the  lower-income  groups  di¬ 
rectly  are  now  being  considered  behind 


closed  doors  here  in  Washington.  This  is 
all  very  disturbing,  of  course,  but  let  us 
consider  for  a  moment  just  what  will 
happen  if  America  should  become  in¬ 
volved  in  the  shooting  war. 

Should  we  become  actively  involved  in 
the  European  war  or  even  the  Asiatic 
war  the  tax  bill  we  are  now  considering 
under  the  closed  rule  will  be  remem¬ 
bered  as  a  measure  only  to  gather  in  the 
chicken  feed  laying  around  easy  to  find, 
compared  to  the  amount  of  tax  dollars 
which  will  be  extracted  from  the  pock¬ 
ets  of  every  citizen  in  order  to  ward  off, 
if  possible,  a  complete  United  States 
Treasury  collapse,  rank  inflation,  and  its 
ultimate  aftermath,  national  socialism, 
misery,  and  strife  in  our  free  land. 

Mr.  Chairman  and  my  colleagues  of  this 
Congress,  the  people  we  represent,  the 
American  people,  are  hoping  and  expect¬ 
ing  and,  in  fact,  demanding  that  this 
Congress  in  whom  they  still  have  some 
faith  will  save  them  from  destruction. 
The  hope  and  faith  of  our  boys  also  lies 
in  the  Congress.  Will  we  continue  to 
merit  that  faith?  We  must. 

Mr.  COOPER.  Mr.  Chairman,  I  move 
that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
the  gentleman  from  Maryland  [Mr. 
Cole] ,  chairman  of  the  Committee  of 
the  Whole  House  on  the  state  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
H.  R.  5417,  to  provide  revenue,  and  for 
other  purposes,  had  come  to  no  resolu¬ 
tion  thereon. 

Mr.  McCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent  that  on  Monday 
when  H.  R.  5417,  to  provide  revenue  and 
for  other  purposes,  is  under  further  con¬ 
sideration  in  the  Committee  of  the  Whole, 
and  having  particular  reference  to  the 
time  of  debate  on  section  111,  that  the 
debate  on  any  motion  made  to  strike  sec¬ 
tion  111  out  of  the  bill  be  limited  to  2 
hours,  in  addition  to  the  first  5  minutes 
for  which  the  proposer  of  any  such 
amendment  will  be  recognized;  and  that 
the  2  hours  be  controlled,  one-half  by  a 
majority  member  of  the  Ways  and  Means 
Committee  and  cne-half  by  a  ranking 
minority  member  of  the  Ways  and  Means 
Committee. 

This  is  not  a  part  of  the  unanimous- 
consent  request,  Mr.  Speaker,  but  may  I 
say  that  both  of  those  gentlemen,  I  know, 
will  see  that  the  time  is  apportioned 
equally  and  fairly  between  Members  who 
are  in  favor  of  and  in  opposition  to  this 
particular  provision. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts  [Mr.  McCormack]  ? 

There  was  no  objection.  _ 

PRIVATE  CALENDAR 

Mr.  McCORMACK.  Mr.  Speak@i<  I 
ask  unanimous  consent  that  thn,-<fall  of 
bills  on  the  Private  Calendarin'  Tues¬ 
day  of  next  week  be  dispensed  with. 

The  SPEAKER.  Is.Uigfe  objection  to 
the  request  of  the  geniTeman  from  Mas¬ 
sachusetts  [Mr.  MpCoRMAck-1? 

Mr.  MICHENER.  Mr.  Speaker,  re¬ 
serving  the  Hght  to  object,  can  thd-ina- 
jority  leader  give  us  an  idea  what  the 
programr'will  be  for  next  week? 

/ 
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With  the  following  committee  amend¬ 
ment: 

Page  1,  line  6,  after  the  word  “reenacted”, 
insert  “ Provided ,  That  this  act  shall  be  null 
and  void  unless  the  actual  construction  of 
the  bridge  herein  referred  to  be  commenced 
within  1  year  and  completed  within  3  years 
from  the  date  of  approval  hereof.” 

The  committee  amendment  was  agreed 
to. 

Mr.  COLE  of  New  York.  Mr.  Speaker, 
I  offer  an  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Cole  of  New 
York:  On  page  2,  after  line  2,  insert  a  new 
section,  as  follows: 

“Sec.  2.  No  toll  or  other  charge  shall  be 
levied  against  any  military  vehicle  owned  by 
the  United  States  Government.” 

Mr.  COLE  of  New  York.  Mr.  Speaker, 
this  is  a  very  unusual  bill,  in  thafrit  re¬ 
vives  and  reenacts  a  bill  which  was  passed 
by  the  Congress  last  year,  and,  as  far  as 

I  know,  is  still  alive.  However,  its  re¬ 
enactment  will  do  no  harm.  The  amend¬ 
ment  I  have  offered  I  hope  will  be  agree¬ 
able  to  the  author  of  the  bill  and  make  it 
conform  to  the  other  toll-bridge  bills. 

Mr.  STEFAN.  Will  the  gentleman 
yield? 

Mr.  COLE  of  New  York.  I  yield. 

Mr.  STEFAN.  It  is  very  agreeable  to 
me,  and  I  am  sure  to  those  who  are  in¬ 
terested  in  the  construction  of  the  bridge. 

The  SPEAKER.  The  question  is  on 
the  amendment  offered  by  the  gentle¬ 
man  from  New  York  [Mr.  Cole]. 

The  amendment  was  agreed  to. 

The  SPEAKER.  Without  objection 
the  figure  “2”  in  line  3  will  be  changed 
to  the  figure  “3.” 

There  was  no  objection. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  re¬ 
consider  was  laid  on  the  table. 

PENSIONS  FOR  SPANISH-AMERICAN  WAR 
VETERANS 

Mr.  SMITH  of  Washington.  Mr. 
Speaker,  by  direction  of  the  Committee 
on  Pensions,  I  call  up  the  bill  (H.  R. 
1782)  to  provide  Spanish  War  veterans 
wartime  pension  rates  for  service-con¬ 
nected  disability  or  death  of  certain  vet¬ 
erans  of  the  Spanish-American  War 
recognized  by  veterans  regulations  as 
“veterans  of  any  war,”  and  for  other 
purposes,  and  ask  unanimous  consent 
that  it  be  considered  in  the  House  as  in 
Committee  of  the  Whole. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  Veterans  Regula¬ 
tion  No.  1  (a),  as  amended  (U.  S.  C.,  1934  ed., 
title  38,  ch.  12,  appendix),  is  further  amended 
by  adding  to  paragraph  1  of  part  II  the  fol¬ 
lowing  subparagraph: 

"(d)  Any  veteran  or  the  dependents  of  any 
deceased  veteran  who  served  in  the  military 
or  naval  service  of  the  United  States  between 
August  13,  1898,  and  July  4,  1902  both  dates 
inclusive,  .and  who  left  the  continental 
United  States  under  orders  for  military  or 
naval  service  in  Guam,  Cuba,  or  Puerto  Rico 
between  such  dates  who  is  otherwise  en¬ 
titled  to  pension  under  the  provisions  of  part 

II  cf  this  regulation  based  upon  such  service 
shall  be  entitled  to  receive  the  rate  of  pen¬ 
sion  provided  in  part  I  of  this  regulation.” 
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With  the  following  committee  amend¬ 
ment: 

Page  2,  in  line  6,  after  the  word  “regula¬ 
tion”,  insert  “and  amendments  thereto,  and 
subject  to  the  conditions  and  limitations 
prescribed  therefor,” 

The  committee  amendment  was  agreed 
to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 

GRANTING  PENSIONS  AND  INCREASE  OF 

PENSIONS  TO  CERTAIN  SOLDIERS  AND 

SAILORS,  ETC. 

Mr.  SMITH  of  Washington.  Mr. 
Speaker,  by  direction  of  the  Committee 
on  Pensions,  I  call  up  the  bill  (H.  R.  2310) 
to  amend  section  2  of  the  act  entitled  “An 
act  granting  pensions  and  increase  of 
pensions  to  certain  soldiers,  and  sailors 
of  the  War  with  Spain,  the  Philippine 
Insurrection,  or  the  China  Relief  Expedi¬ 
tion,  to  certain  maimed  soldiers,  to  cer¬ 
tain  widows,  minor  children,  and  helpless 
children  of  such  soldiers  and  sailors,  and 
for  other  purposes”,  approved  May  1, 
1926,  and  I  ask  unanimous  consent  that 
it  be  considered  in  the  House  as  in  Com¬ 
mittee  of  the  Whole. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection? 

There  being  no  objection,  the  Clerk 
read  the  bili\as  follows: 

Be  it  enacted^  etc.,  That  section  2  of  the 
act  entitled  “An\act  granting  pensions  and 
increase  of  pensions  to  ceri&in  soldiers  and 
sailors  of  the  War  with  Spain,  the  Philippine 
Insurrection,  or  the  China  Relief  Expedition, 
to  certain  maimed  soldiers,  to  certain  widows, 
minor  children,  and  helpless  children  of  such 
soldiers  and  sailors,  ,and  for  other  purposes,” 
approved  May  1,  1926  (Publi^c,  No.  166,  69th 
Cong,  1st  sess.) ,  wherein  for  pension  purposes 
the  marriage  date  is  defined  a^- .September  1, 
1922,  be,  and  the  same  is  hereby,  hmended  by 
striking  out  the  date  “September  IK  1922”  and 
inserting  in  lieu  thereof  the  date  “January  1, 
1938.”  \ 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recorb- 
sider  was  laid  on  the  table. 

PENSIONS  FOR  CHILDREN  OF  VETERANS 

Mr.  SMITH  of  Washington.  Mi-. 
Speaker,  by  direction  of  the  Committee 
on  Pensions,  I  call  up  the  bill  (H.  R.  2096) 
to  provide  that  pensions  otherwise  pay¬ 
able  for  a  child  of  a  deceased  veteran  of 
the  Spanish-American  War,  Boxer  Re¬ 
bellion,  or  Philippine  Insurrection  shall 
continue  until  the  child  reaches  the  age 
of  21  where  he  is  attending  accredited 
school,  and  for  other  purposes,  and  I  ask 
unanimous  consent  that  it  be  considered 
in  the  House  as  in  Committee  of  the 
Whole. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc.,  That  pension  otherwise 
payable  to  or  for  a  child  of  a  deceased  veteran 
of  the  War  with  Spain,  including  the  Boxer 
Rebellion  and  the  Philippine  Insurrection, ' 
under  the  laws  reenacted  by  Public  Law  No. 
269,  Seventy-fourth  Congress,  approved  Aug¬ 
ust  13,  1935,  shall  be  continued  after  such 
child  becomes  16  years  of  age  and  until  such 
child  marries  or  becomes  18  years  of  age, 
except  that  payment  of  pension  shall  be 


further  continued  after  the  age  of  18  years 
and  until  completion  of  education  or  train¬ 
ing  (but  not  after  such  child  reaches  the  age 
of  21  years)  to  or  for  any  unmarried  child 
who  is  or  may  hereafter  be  pursuing  a  course 
of  instruction  at  any  school,  college,  acad¬ 
emy,  seminary,  technical  institute;  or  uni¬ 
versity.  particularly  designated  by  him  and 
approved  by  the  Administrator^  which  shall 
have  agreed  to  report  to  the  Administrator 
the  termination  of  attendance  of  such  child, 
and  if  any  such  institution  'of  learning  fails 
to  make  such  report  promptly  the  approval 
shall  be  withdrawn:  Provided,  That  in  case 
a  minor  child  is  insane;  idiotic,  or  otherwise 
mentally  or  physically  helpless  the  pension 
shall  continue  until'  marriage  or  death,  but 
only  during  the  period  of  such  disability. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was,  laid  on  the  table. 

SPANISH  WAR  VETERANS 

Mr.  SMITH  of  Washington.  Mr. 
Speaker,  by  direction  of  the  Committee 
on  Pensions,  I  call  up  the  bill  (H.  R. 
5339)  granting  increases  in  pensions  to 
certain  widows  and  dependents  of  per¬ 
sons  who  served  in  the  military  or  naval 
forces  of  the  United  States  during  the 
War  with  Spain,  the  Boxer  Rebellion,  or 
the  Philippine  Insurrection,  and  ask 
unanimous  consent  that  it  be  considered 
in  the  House  as  in  the  Committee  of  the 
Whole. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Washington? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows : 

Be  it  enacted,  etc.,  That,  effective  on  the 
first  day  of  the  month  next  following  the 
date  of  enactment  of  this  act,  the  rates  of 
death  compensation  provided  for  the  de¬ 
pendents  of  World  War  veterans  by  section  of 
Public  Law  No.  198,  Seventy-sixth  Congress, 
July  19,  1939  (U.  S.  C„  title  38,  sec.  472b), 
subject  to  the  limitation  contained  in  the  last 
sentence  of  the  second  paragraph  of  said 
section  5,  as  amended  by  this  act,  shall  be 
payable  as  death  pension  to  the  dependents 
of  veterans  of  the  Spanish-American  War, 
including  the  Philippine  Insurrection  and 
Boxer  Rebellion,  entitled  to  death  pension 
under  the  provisions  of  paragraph  IV,  part  I 
of  Veterans  Regulation  No.  1  (a) ,  as  amended, 
and  to  the  dependents  of  veterans  entitled 
to  death  pension  under  the  provisions  of 
paragraph  I  (e),  part  II  of  Veterans  Regula¬ 
tion  No.  1  (a),  as  amended,  where  the  veter¬ 
an’s  death  resulted  from  an  injury  received 
in  line  of  t^uty  in  actual  combat  in  a  military 
expedition  or  military  occupation. 

Sec.  2.  Effective  on  the  first  day  of  the 
month ’next  f dUowing  the  date  of  enactment 
of  this  act,  the  "last  sentence  of  the  second 
paragraph  of  section  5  o”  Public  Law  No.  193, 
Seventy-sixth  Congtess,  July  19,  1939  (U  S.  C., 
title  38,  sec.  472b) ,  is'hereby  amended  to  read 
as  follows:  “The  amount  of  compensation 
herein  authorized  shall  ■fce  paid  in  the  event 
the  monthly  payment  o'  compensation  under 
Veterans  Regulation  No.  \l  (g),  and  the 
monthly  payment  of  yearly'  renewable  term 
or  automatic  insurance,  or  national  service 
life  insurance  does  not  aggregate  or  exceed 
the  amount  of  compensation  herein  author¬ 
ized:  Provided,  That  persons  entitled  to  pen¬ 
sion  or  compensation  on  account  of  the  death, 
disability,  or  service  of  more  than  ohe  per¬ 
son,  if  otherwise  entitled,  shall  be  patd  the 
increased  rates  provided  by  this  section.” 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
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time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 

Mr.  MICHENER.  Mr.  Speaker,  as  a 
Spanish-American  War  veteran,  I  have 
been  intensely  interested  in  the  enact¬ 
ment  of  the  four  bills  which  have  just 
passed  the  House. 

It  is  a  tribute  to  these  veterans,  to  the 
integrity  of  the  committee  reporting  the 
bills,  and  to  the  justice  of  the  bills,  that 
this  important  legislation  should  pass  the 
House  unanimously.  The  printed  com¬ 
mittee  reports  are  very  complete  and 
all  the  details  of  these  bills  are  fully 
explained.  I  join  with  other  Members  in 
the  hope  that  the  Senate  will  report  and 
pass  these  bills  at  the  earliest  oppor¬ 
tunity. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Speaker,  I  was  very  glad  to  be  present' 
today  and  help  to  pass  H.  R.  2310,  H.  R. 
2096,  H.  R.  1782,  and  H.  R.  5339  for  the 
benefit  of  the  veterans  who  served  in 
the  Spanish-American  War,  the  Philip¬ 
pine  Insurrection,  Cuba,  Puerto  Rico,  and 
Guam,  between  August  13,  1898,  and 
July  2,  1902,  and  the  widows  and  or¬ 
phans  of  these  veterans.  I  especially 
appreciate  this  action  on  the  part  of  the 
House  at  this  time.  The  Congress  has 
appropriated  and  given  contractual  au¬ 
thority  for  the  national  defense  in  the 
past  18  months  for  approximately  $55,- 
000,000,000  and  it  is  most  gratifying  to 
me  to  know  that  the  House  of  Repre¬ 
sentatives  has  not  forgotten  those  gal¬ 
lant  men  who  loyally  and  heroically  de¬ 
fended  our  country  during  some  period 
of  time  between  August  13,  1898,  and 
July  4,  1902,  and  their  dependents.  The 
widow  of  a  Spanish-American  War  vet¬ 
eran  must  have  married  the  veteran 
prior  to  September  1,  1922,  in  order  to 
be  eligible  for  pension.  H.  R.  2310  moves 
up  the  marriage  date  to  January  1,  1938. 

H.  R.  1782  greatly  benefits  the  vet¬ 
erans  and  the  dependents  of  deceased 
veterans  who  served  in  the  military  or 
naval  forces  of  the  United  States  be¬ 
tween  August  13,  1898,  and  July  4,  1902. 

H.  R.  5339  grants  pensions  to  certain 
widows  and  dependents  of  persons  whoi 
served  in  the  military  or  naval  forces  olf 
the  United  States  during  the  War  with 
Spain,  the  Boxer  Rebellion,  or  the  Phil¬ 
ippine  Insurrection. 

H.  R.  2096  likewise  benefits  the  veter¬ 
ans  and  their  dependents  who  served  for 
a  period  between  August  13,  1898,  and 
July  4,  1902. 

We  may  need  loyal  and  patriotic 
Americans  soon  again  to  defend  this, 
country.  The  action  taken  in  the  House1 
today  and  if  ratified  by  the  Senate  and 
approved  by  the  President  will  be  most 
encouraging  indeed  to  those  who  are| 
called  up  to  serve  our  country  againj 
Let  us  indulge  the  hope  the  President! 
will  get  behind  these  just  and  salutary 
measures  so  that  we  may  have  action  in 
the  Senate  in  the  very  near  future  and 
the  veterans  and  their  dependents  com¬ 
ing  within  the  scope  of  this  legislation 
may  receive  the  benefits  provided  therein 
for  them. 

EXTENSION  OP  REMARKS 

Mr.  SHEPPARD.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Record  by  including  an 


address  I  made  before  the  General  Wel¬ 
fare  Federation  of  America  on  July  12, 
1941. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

.  There  was  no  objection: 

Mr.  BOEHNE.  Mr:  Speaker,  I  ask; 
unanimous  conse^t-fo  extend  my  remarks  I 
in  the  Record,, by  including  correspond- 
ence  between  the  President  of  the  United 
States  and'the  chairman  of  the  Commit¬ 
tee  on  Ways  and  Means. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

REVENUE  BILL— 1941 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  that  the  House  resolve  itself  into 
the  Committee  of  the  Whole  House  on 
the  state  of  the  Union  for  the  further 
consideration  of  the  bill  (H.  R.  5417)  to 
provide  revenue,  and  for  other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  state  of  the  Union  for  the  further 
consideration  of  the  bill  (H.  R.  5417)  to 
provide  revenue,  and  for  other  purposes, 
with  Mr.  Cole  of  Maryland  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

The  CHAIRMAN.  General  debate  has 
been  concluded.  The  bill  is  now  open  for 
amendment. 

Mr.  COOPER.  Mr.  Chairman,  at  the 
request  of  the  committee  and  by  the  di¬ 
rection  of  the  Committee  on  Ways  and 
Means,  I  offer  a  committee  amendment. 

The  Clerk  read  as  follows: 

Committee  amendment  to  H.  R.  5417:  Page 
62,  line  24,  after  the  quotation  marks,  insert 

“(a)  Manufacturers’  tax. — ” 

Page  63,  line  3,  strike  out  the  quotation 
marks. 

Page  63,  after  line  3,  insert  the  following 
new  subsection : 

“(b)  Floor-stocks  tax:  On  matches  subject 
to  tax  under  subsection  (a)  which,  on  the 
effective  date  of  part  IV  of  title  V  of  the 
Revenue  Act  of  1941,  are  held  and  intended 
for  sale,  or  for  disposition  in  connection  with 
the  sale  of  other  articles,  there  shall  be  lev¬ 
ied,  assessed,  collected,  and  paid  a  floor-stocks 
tax  at  the  rate  of  2  cents  per  thousand 
matches.  The  tax  shall  not  apply  to  matches 
in  retail  stocks  held  at  the  place  where 
intended  to  be  sold  or  disposed  of.  The  tax 
shall  not  apply  to  matches  held  for  sale  by 
the  manufacturer,  producer,  or  importer 
thereof,  nor  to  fancy  wooden  matches  or 
wooden  matches  having  a  stained,  dyed,  or 
colored  stick  or  stem.” 

Mr.  COOPER.  Mr.  Chairman,  this 
committee  amendment  imposes  a  floor- 
stocks  tax  on  matches  which  are  held  by 
retailers  and  wholesalers.  The  tax  does 
not,  however,  apply  to  matches  held  by 
any  person  in  his  retail  stock  at  the  place 
of  retail  sale. 

Mr.  COFFEE  of  Washington.  Mr. 
Chairman,  will  the  gentleman  yield? 

Mr.  COOPER.  I  yield. 

Mr.  COFFEE  of  Washington.  Mr. 
Chairman,  I  have  a  letter  from  the  Pa¬ 
cific  Match  Co.,  of  Tacoma,  Wash.,  in 
which  this  comment  is  made: 

Newspaper  items  here  advised  a  change  in 
tax  on  matches,  in  that  matches  will  be  taxed 
2  cents  per  thousand  on  all  floor  stocks  except 
in  retailers’  hands. 

These  people  seem  to  be  concerned  I 
may  say  to  the  gentleman  from  Tennes¬ 
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see  as  to  whether  or  not  this  tax  will 
benefit  the  chain  stores.  They  are  par¬ 
ticularly  worried  about  stocks  in  the 
hands  of  such  concerns  as  the  A.  &  P. 
and  others.  They  make  this  further 
statement: 

I  am  inclined  to  think  there  is  a  -lot  of 
meaning  to  the  above,  and  our  complaint,  of 
course,  is  personal  because  most  of  the  buying 
units  are  controlled  in  the  East  and,  of  course, 
are  served  by  the  eastern  companies,  prac¬ 
tically  all  of  them  by  the  Diamond  Match 
Co.,  who  controls  80  percent  of  the  industry 
through  its  subsidiaries. 

Their  concern,  I  may  say  to  the  gentle¬ 
man  from  Tennessee,  is  that  this  amend¬ 
ment  offered  by  the  committee  may  seem 
to  be  beneficial  to  the  large  companies 
and  have  a  direct  detrimental  effect  upon 
retailers  as  contradistinguished  from 
chain  stores. 

Mr.  COOPER.  Mr.  Chairman,  I  may 
say  in  reply  to  the  gentleman  from  Wash¬ 
ington  that  I  think  he  is  mistaken,  be¬ 
cause  the  tax  will  apply  to  all  matches 
in  warehouses  or  in  the  hands  of  whole¬ 
salers  or  jobbers,  and  treats  all  of  them 
exactly  alike.  In  other  words,  a  chain- 
store  organization  that  has  a  large  sup¬ 
ply  of  matches  in  its  warehouse  will  be 
taxed  just  like  all  the  others  who  have 
stocks  in  warehouse. 

Mr.  COFFEE  of  Washington.  I  appre¬ 
ciate  the  reassurance  the  gentleman  has 
given. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Tennessee. 

The  amendment  was  agreed  to. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  I  was  on  my  feet  seeking  rec¬ 
ognition.  I  ask  that  the  vote  be  set  aside 
that  I  may  be  heard.  Time  for  debate 
on  the  amendment  had  not  expired. 

The  CHAIRMAN.  Without  objection, 
the  proceedings  by  which  the  amendment 
was  agreed  to  will  be  vacated. 

There  was  no  objection. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  I  rise  in  opposition  to  the 
amendment  for  the  purpose  of  asking  a 
question. 

Will  the  gentleman  inform  the  House 
whether  this  amendment  applies  to  all 
matches  of  all  types? 

Mr.  COOPER.  This  amendment  ap¬ 
plies  to  matches  included  in  the  bill 
upon  which  a  2-cents-per-thousand  tax 
is  levied. 

Mr.  ROBSION  of  Kentucky.  What 
amount  of  money  does  the  committee 
expect  this  tax  will  raise? 

Mr.  COOPER.  The  gentleman  means 
the  amendment  or  the  tax  item  in  the 
bill? 

Mr.  ROBSION  of  Kentucky.  The 
amendment. 

Mr.  COOPER.  My  recollection  is  that 
the  amendment  will  raise  something  like 
$100,000.  The  main  purpose  of  the 
amendment,  however,  is  to  prevent  dis¬ 
ruption  of  the  trade  and  in  the  interest 
of  fairness  and  equity  to  all  concerned. 

Mi-.  ROBSION  of  Kentucky.  I  thank 
the  gentleman. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Tennessee. 

The  amendment  was  agreed  to. 
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Mr.  COOPER.  Mr.  Chairman,  I  offer 
another  committee  amendment,  which  I 
send  to  the  Clerk’s  desk. 

The  Clerk  read  as  follows: 

Committee  amendment  offered  by  Mr. 
Cooper:  Page  63,  strike  out  lines  5  and  6  and 
insert : 

“Sections  3465  and  3466  of  the  Internal 
Revenue  Code  are  amended  to  read  as  fol¬ 
lows:”. 

Page  64,  line  16,  strike  out  the  quotation 
mark. 

Page  64,  after  line  16,  insert  the  following: 

“Sec.  3466.  Exemption  from  tax. 

"(a)  No  tax  shall  be  imposed  under  sec¬ 
tion  3465  upon  any  payment  received  for 
services  or  facilities  furnished  to  the  United 
States  or  to  any  State  or  Territory,  or  politi¬ 
cal  subdivision  thereof,  or  the  District  of  Co¬ 
lumbia. 

“(b)  No  tax  shall  be  imposed  under  sec¬ 
tion  3465  (a)  (1)  and  (2)  upon  any  pay¬ 
ment  received  from  any  person  for  services 
or  facilities  utilized  in  the  collection  of  news 
for  the  public  press  or  radio  broadcasting, 
or  in  the  dissemination  of  news  through  the 
public  press  or  by  means  of  radio  broadcast¬ 
ing,  if  the  charge  for  such  services  or  facili¬ 
ties  is  billed  in  writing  to  such  person.  Sec¬ 
tion  3465  (a)  (3)  shall  not  be  construed 

as  imposing  a  tax  on  services  and  facilities 
described  in  section  3465  (a)  (1)  or  (2)  which 
are  exempt  from  tax  under  this  subsection. 

“(c)  The  right  to  exemption  under  this 
section  shall  be  evidenced  in  such  manner 
as  the  Commissioner  with  the  approval  of 
the  Secretary  may  by  regulation  prescribe.” 

Mr.  COOPER.  Mr.  Chairman,  this 
committee  amendment  subjects  news¬ 
papers  and  radio  broadcasters  to  the 
monthly  local  telephone  bill  tax.  It  does 
not  remove  the  exemption  of  existing  law 
from  the  tax  on  toll  calls  or  the  tax  on 
leased  wires  and  similar  facilities.  In 
other  words,  under  the  provisions  of  this 
bill  a  tax  is  imposed  on  local  telephone 
bills.  By  inadvertence  this  provision  was 
not  made  applicable  to  local  newspapers 
and  radio-broadcasting  stations. 

This  simply  means  that  on  the  tele¬ 
phone  bill  for  the  local  service  to  a  news¬ 
paper  office  a  tax  will  be  imposed  the 
same  as  on  the  telephone  bill  for  your 
residence  or  mine  or  anybody  else’s. 

Mr.  ROBSION  of  Kentucky.  Will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Kentucky. 

Mr.  ROBSION  of  Kentucky.  I  would 
like  to  know  what  amount  of  money  this 
amendment  will  likely  raise? 

Mr.  COOPER.  There  is  no  separate 
estimate  for  this  amendment  for  the  rea¬ 
son  that  the  whole  amount  was  estimated 
on  the  provision  of  the  bill  originally. 
This  committee  amendment  simply  takes 
care  of  an  inadvertence. 

The  CHAIRMAN.  The  question  is  on 
the  amendment  offered  by  the  gentleman 
from  Tennessee  [Mr.  Cooper]. 

The  committee  amendment  was  agreed 
to. 

Mr.  COOPER.  Mr.  Chairman,  I  offer 
another  committee  amendment,  which  I 
send  to  the  Clerk’s  desk. 

The  Clerk  read  as  follows: 

Committee  amendment  offered  by  Mr. 
Cooper:  Page  86,  strike  out  paragraphs  (1), 
(2),  and  (3)  of  the  schedule  and  insert  in 
lieu  thereof  the  following: 

"(1)  Not  more  than  100  square  feet,  $1. 

“(2)  More  than  100  and  not  more  than  200 
square  feet,  $2. 

"(3)  More  than  200  and  not  more  than  300 
square  feet,  $3. 


“(4)  More  than  300  and  not  more  than  400 
square  feet,  $5. 

“(5)  More  than  400  and  not  more  than  600 
square  feet,  $8. 

“(6)  More  than  600  square  feet,  $11.” 

Mr.  COOPER.  Mr.  Chairman,  this 
committee  amendment  revises  the  rate 
schedule  of  the  billboard  tax.  It  provides 
a  $1  rate  instead  of  a  $5  rate  for  bill¬ 
boards  of  not  more  than  100  square 
feet;  a  $2  rate  instead  of  a  $5  rate  on 
billboards  of  100  and  not  more  than  200 
square  feet,  a  $3  rate  instead  of  a  $5 
rate  on  billboards  more  than  200  and  not 
more  than  300  square  feet,  and  a  $5  rate 
instead  of  an  $8  rate  on  billboards  more 
than  300  and  not  more  than  400  square 
feet.  In  other  respects  it  is  the  same  as 
the  schedule  reported  in  the  bill. 

Mr.  TREADWAY.  Will  the  gentle¬ 
man  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Massachusetts. 

Mr.  TREADWAY.  I  would  like  to 
make  two  inquiries  of  the  gentleman.  I 
understand  the  changes  the  committee 
has  agreed  on  are  based  on  the  fact  we 
do  not  want  to  tax  billboard  posters  more 
than  they  receive  for  the  space  they  sell. 
That  question  was  involved,  and  this 
amendment  corrects  that? 

Mr.  COOPER.  Yes;  the  distinguished 
gentleman  from  Massachusetts  will  re¬ 
call  that  it  was  brought  to  the  attention 
of  the  committee  that  the  $5  tax  pro¬ 
vided  in  the  bill  should  be  graduated 
downward  so  as  to  take  care  of  the  small¬ 
er-sized  billboards  in  a  fairer  and  more 
equitable  manner.  That  is  what  this 
amendment  does. 

Mr.  TREADWAY.  That  is  my  under¬ 
standing,  but  I  wished  it  to  be  clearly 
understood.  The  other  inquiry  I  desire 
to  make  of  the  gentleman  from  Tennes¬ 
see  is  this:  I  believe  the  question  came 
up  in  our  committee  in  reference  to 
space  donated  by  the  billboard  people  for 
Government  and  patriotic  purposes.  I 
understand  the  drafting  service  was  un¬ 
able  to  prepare  a  suitable  amendment 
for  the  committee  to  suggest  at  this 
time,  but  it  is  understood  the  question  is 
to  come  before  the  other  body  when  the 
bill  is  over  there,  and  by  that  time  the 
drafting  service  expects  to  correct  that 
situation? 

Mr.  COOPER.  The  gentleman  is  cor¬ 
rect.  Considerable  interest  was  ex¬ 
pressed  by  the  distinguished  gentleman 
from  Massachusetts  and  other  members 
of  the  committee  with  respect  to  space 
on  billboards  donated  to  the  Government, 
advertising  the  recruiting  campaign  for 
men  for  service  in  the  Army,  Navy,  Ma¬ 
rine  Corps,  and  other  activities  of  that 
kind.  An  effort  was  made  to  work  out 
some  provision  to  meet  this  situation, 
but  it  was  reported  to  the  committee  this 
morning  that  the  drafting  service  had 
not  been  able  to  completely  work  out  such 
a  provision.  It  is  understood  they  will 
continue  their  efforts,  and  if  something 
along  that  line  can  be  worked  out  it  will 
be  submitted  to  the  committee  in  the 
other  body. 

Mr.  ROBSION  of  Kentucky.  Will  the 
gentleman  yield? 

Mr.  COOPER.  I  yield  to  the  gentle¬ 
man  from  Kentucky. 

Mr.  ROBSION  of  Kentucky.  The 
other  day  when  this  matter  was  up  it  was 


6705 

stated  by  a  member  of  the  Ways  and 
Means  Committee  that  an  amendment 
would  be  offered  which  would  be  reason¬ 
ably  satisfactory  to  the  billboard  adver¬ 
tisers.  Is  this  amendment  reasonably 
satisfactory  to  the  billboard  advertisers? 

Mr.  COOPER.  Well,  unfortunately  I 
am  not  prepared  to  assure  the  gentleman 
on  that  point.  I  think  it  does  improve 
the  situation.  Certainly  it  goes  much 
further  from  the  viewpoint  of  fairness 
and  equity  in  that  it  begins  with  a  sign¬ 
board  of  100  square  feet,  leaving  a  $1  a 
year  tax  on  that,  and  graduates  on  up 
according  to  the  size  of  the  billboard,  and 
the  tax  is  increased  according  to  the 
space  of  the  billboard. 

Mr.  ROBSION  of  Kentucky.  I  under¬ 
stood  that. 

[Here  the  gavel  fell.] 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  I  ask  unanimous  consent  that 
the  gentleman  may  proceed  for  1  addi¬ 
tional  minute. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky  [Mr.  Robsion]  ? 

There  was  no  objection. 

Mr.  ROBSION  of  Kentucky.  The  tele¬ 
grams  and  letters  I  have  received  com¬ 
plain  about  this  tax  because  of  its  dis¬ 
crimination  against  the  billboard  people 
and  in  favor  of  other  advertising  meth¬ 
ods.  Does  it  really  discriminate  against 
other  advertising  methods  or  not? 

Mr.  COOPER.  That  is  a  matter  of 
opinion. 

Mr.  ROBSION  of  Kentucky.  What  is 
the  gentleman’s  opinion? 

Mr.  COOPER.  When  you  levy  a  tax 
on  one  item  in  a  certain  field  and  do 
not  cover  other  items  in  the  same  field, 
there  is  some  justification  for  the  claim 
there  is  a  degree  of  discrimination.  In 
other  words,  a  billboard  advertises  cer¬ 
tain  things  and  space  in  a  newspaper  ad¬ 
vertises  certain  things.  The  bill  pro¬ 
poses  a  tax  on  the  billboard  but  not  on 
the  newspaper. 

Mr.  ROESION  of  Kentucky.  Do  the 
newspapers  pay  a  tax,  or  do  other  forms 
of  advertising? 

Mr.  COOPER.  They  do  not  pay  a 
specific  tax  of. this  type. 

Mr.  ROBSION  of  Kentucky.  I  know 
they  do  not  pay  a  specific  tax,  but  do 
they  pay  a  tax  that  is  comparable  to 
this  other  tax? 

Mr.  COOPER.  No;  not  exactly  like  it. 

[Here  the  gavel  fell.] 

Mr.  MARTIN  J.  KENNEDY.  Mr. 
Chairman,  I  rise  in  opposition  to  the 
committee  amendment  because  I  am  op¬ 
posed,  not  to  the  reduction  in  the  rate 
proposed  on  billboards,  but  to  the  prin¬ 
ciple  of  placing  any  form  of  tax  on  ad¬ 
vertising. 

The  bill  contains  the  following  lan¬ 
guage: 

PART  XI - OUTDOOR  ADVERTISING 

Sec.  3269.  Tax  on  outdoor  advertising. 

(a)  Tax:  Every  person  who  engages  in 
business  as  a  lessor  of  billboards  for  outdoor 
advertising  shall  pay  with  respect  to  each 
billboard  maintained  or  controlled  by  him 
for  use  in  such  business  a  special  tax  at  the 
following  rates: 

***** 

(c)  Definitions:  As  used  in  this  section — 

(1)  The  term  “billboard”  means  any  out¬ 
door  structure  or  device  primarily  designed 
for  the  display  of  advertising  matter,  and 
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includes  so-called  sign  space  on  the  ex¬ 
terior  of  a  building  the  use  of  which  is  con¬ 
trolled  by  a  person  engaged  in  business  as 
lessor  of  billboards  for  outdoor  advertising. 

(2)  The  term  “lessor"  means  any  person 
who  maintains  or  controls  the  use  of  bill¬ 
boards  and,  for  compensation,  displays  ad¬ 
vertising  matter  thereon  for  another  person 
or  permits  the  display  of  advertising  matter 
thereon  by  another  person. 

Ey  the  very  language  of  the  bill  the 
Ways  and  Means  Committee  has  ex¬ 
cluded  more  outdoor  boards  than  they 
have  included  for  taxation.  The  only 
boards  that  will  be  subject  to  tax  are 
those  boards  which  are  owned  or  con¬ 
trolled  by  one  “who  engaged  in  business 
as  a  lessor  of  billboards.”  There  are  five 
times  as  many  outside  this  classification 
as  there  are  within  the  classification. 

If  we  are  going  to  adopt  the  policy  of 
taxing  outdoor  advertising  to  raise  reve¬ 
nue  then  let  us  apply  the  formula  so  as, 
to  include  all  forms  of  outdoor  advertis¬ 
ing,  and  not  limit  the  tax  to  boards  of 
the  advertising  companies. 

As  you  know,  this  section  of  the  tax 
bill  was  added  by  the  Ways  and  Means 
Committee  at  the  last  minute,  and  no 
hearings  were  had  on  the  merits  of  this 
section.  I  am  sure  that  a  public  hearing 
would  disclose  the  fallacy  of  this  form  of 
taxation,  and  undoubtedly  the  whole  sec¬ 
tion  would  have  been  stricken  from  the 
bill. 

Industrial  and  business  success  in  the 
United  States  is  based  on  mass  produc¬ 
tion.  That  is  the  American  method. 
Mass  production  of  standard  merchandise 
to  be  sold  at  a  fair  price.  Advertising; 
all  forms  of  advertising — are  a  factor  in 
the  distribution  of  these  goods.  That  is 
advertising’s  function — to  economically 
distribute  and  dispose  of  the  Nation’s 
products  by  creating  a  mass  desire  on  the 
part  of  the  buying  public  to  acquire 
standardized  products  at  a  fair  price. 
Mass  production;  mass  distribution 
based  on  the  stimulus  derived  from  ad¬ 
vertising  to  keep  turning  over  the  mer¬ 
chants’  products  and  to  keep  our  fac¬ 
tories  running — that  is  the  American  way. 

It  obviously  follows  that  it  is  unwise  and 
unsound  to  tax  the  factor  that  stimulates 
industrial  activity.  The  sound  procedure 
is  to  tax  the  results  of  business,  rather 
than  the  means  of  doing  business. 

Therefore  it  is  unsound  in  principle  to 
tax  advertising,  because  by  doing  so,  you 
retard  and  cripple  industrial  activity  on 
a  Nation-wide  scale.  All  economists  ad¬ 
mit  the  truth  of  the  above  principle.  That 
feature  of  the  revenue  bill  is  unwise  in 
principle  and  should  be  modified  and 
changed. 

Moreover,  the  bill  as  drawn  is  palpably 
unfair  and  discriminatory,  as  it  applies 
to  various  classes  of  advertising,  which 
violates  the  fundamental  rule  of  an  excise 
tax — that  it  should  be  uniform  and  apply 
equally  to  all  classes  affected.  The  pro¬ 
posal,  as  drawn,  taxes  billboards  and 
radio — but  does  not  tax  newspaper  or 
magazine  advertising  at  all.  These  two 
media  constitute  a  much  larger  field  of 
advertising,  and  if  the  wise  economic 
theory  is  to  be  violated — of  course,  all 
media  should  be  taxed  equally,  because 
otherwise  the  effect  of  the  law,  by  its  dis¬ 
criminatory  features,  will  be  to  create  an 
unfair  differential  of  the  advertiser’s 


dollar  in  favor  of  newspaper  and  maga¬ 
zine  advertising,  with  the  obvious  ulti¬ 
mate  results  of  defeating  the  very  purpose 
of  the  bill  because  it  will  drive  the  adver¬ 
tisers  to  use  almost  exclusively  the  un¬ 
taxed  media.  This  result  is  inevitable  in 
a  field  of  business  activity  which  is  so 
highly  competitive.  The  section  should 
be  amended  by  taxing  all  media  equally — 
or  the  section  should  be  eliminated  in  its 
entirety. 

All  billboards  should  be  taxed — or  none. 
Tire  proposal,  as  drawn,  does  not  include 
more  than  about  10  percent  of  the  bill¬ 
boards  in  the  United  States.  In  prin¬ 
ciple,  all  should  be  taxed  or  none — other¬ 
wise  the  application  of  the  law  is  unfair 
and  creates  an  injustice.  This  should  be 
remedied  by  amending  the  bill  to  tax 
every  sign  and  billboard  in  the  United 
States,  or  by  eliminating  the  section  en¬ 
tirely. 

Mr.  SHANLEY.  Will  the  gentleman 
yield? 

Mr.  MARTIN  J.  KENNEDY.  I  yield  to 
the  gentleman  from  Connecticut. 

Mr.  SHANLEY.  I  thank  the  gentle¬ 
man  for  yielding  and  giving  me  the 
opportunity  of  asking  him  a  question.  I 
know  that  he  has  made  a  thorough 
study  of  the  entire  subject  of  advertis¬ 
ing  and  I  know  that  he  must  feel  the 
tremendous  burden  this  places  on  the 
industry  as  a  whole.  Is  it  not  a  fact  also, 
that  this  burden  falls  just  as  hard  on 
those  advertising  companies  who  have 
displays  on  properties  of  common  car¬ 
riers,  concerning  the  incidents  of  which 
tax  there  is  a  sharp  constitutional  doubt? 

Mr.  MARTIN  J.  KENNEDY.  The 
gentleman  is  absolutely  right,  and  I  agree 
with  his  views. 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendment  offered  by  the 
gentleman  from  Tennessee  [Mr.  Cooper], 

The  committee  amendment  was  agreed 
to. 

Mr.  COOPER.  Mr.  Chairman,  this 
completes  the  committee  amendments. 

Mr.  BUCK.  Mr.  Chairman,  I  offer  an 
amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr  Buck:  On  page 
13,  beginning  in  line  5,  strike  out  all  of 
section  111 

Mr.  BUCK.  Mr.  Chairman,  since  I 
went  into  this  subject  rather  fully  the 
other  day,  I  do  not  feel  it  necessary  to 
develop  the  entire  line  of  thought  that 
was  then  presented  to  the  committee.  I 
can  only  state  that  the  amendment  is 
offered  because  10  members  of  the  com¬ 
mittee  voted  against  the  proposal,  and 
5,  all  who  were  present  the  day  the  report 
was  filed,  signed  the  dissenting  report. 
Those  of  us  who  did  so  feel  that  it  is 
inequitable  and  unfair  and  creates  a  new 
discrimination. 

Husband  and  wife  may  be  one  in  theory, 
but  the  manner  in  which  they  have  ob¬ 
tained  the  property  they  own  may  be 
entirely  different.  Each  may  have  had 
separate  estates  before  marriage,  and 
they  are  entitled  to  the  income  from 
those  separate  estates  and  to  have  it  re¬ 
ported  separately  instead  of  having  it 
added  together  to  make  a  fictitious  sum 
which  is  neither  the  income  of  the  hus¬ 
band  nor  the  income  of  the  wife. 


Section  111  received  no  discussion 
whatever  in  the  public  hearings  of  the 
committee.  The  printed  record  of  the 
hearings  discloses  that  the  committee 
listened  to  the  protests  of  110  represent¬ 
atives  of  the  tobacco  industry,  73  repre¬ 
sentatives  of  the  gasoline  industry,  8 
from  the  musical-instruments  industry,  8 
from  the  carbonated  beverages  industry, 
and  9  representatives  of  candy  manufac¬ 
turers,  as  well  as  7  representatives  of  the 
liquor  distillers  and  10  of  the  beer  brew¬ 
ers,  yet  not  one  woman  or  one  woman’s 
organization  was  extended  the  courtesy 
or  the  opportunity  of  voicing  their  opin¬ 
ion  on  this  proposition  or  speaking  in 
defense  of  their  rights  as  individuals  or 
in  defense  of  the  American  home. 

It  has  been  suggested  that  only  175,000 
families  will  be  affected  by  this  tax. 
These  figures  are  based  on  the  1938  in¬ 
come-tax  returns.  They  do  not  take  into 
consideration  the  increase  in  the  surtax 
rates  which  is  made  in  this  bill.  They 
do  not  take  into  consideration  any  of  the 
other  factors.  It  is  safe  to  say  that  in¬ 
stead  of  175,000  families  being  affected 
by  the  proposal  to  file  mandatory  joint 
returns,  there  will  be  several  million 
families  affected,  and  affected  adversely. 
In  certain  States  the  enactment  of  such 
a  law  as  this  will  necessarily  result  in 
property  readjustments.  In  all  States  it 
will  affect  a  certain  percentage  of  those 
who  are  now  the  chief  producers  of  reve¬ 
nue  for  the  United  States  Government. 

It  is  to  me  an  iniquitous  proposal 
chiefly  for  the  reason  that  it  affects  ad¬ 
versely  the  rights  of  women  for  which 
they  have  struggled  for  years  and  years 
in  order  to  become  legally  separate  en¬ 
tities.  Once  upon  a  time,  at  least  in  the 
common-law  States,  when  a  woman  mar¬ 
ried  all  her  personal  possessions  became 
those  of  her  husband.  She  was  his  chat¬ 
tel.  Many  States,  such  as  Michigan, 
found  it  necessary  to  enact  what  are 
known  as  married  women’s  laws  in  order 
to  overcome  that  principle  of  law  which 
then  existed.  If  we  adopt  this  section, 
we  are  now  taking  a  retroactive  step  cre¬ 
ating  discrimination  and  inequity. 

[Here  the  gavel  fell.] 

The  CHAIRMAN.  Under  the  agree¬ 
ment  of  the  House  entered  into  on  Fri¬ 
day  debate  on  this  amendment  is  lim¬ 
ited  to  2  hours,  1  hour  to  be  controlled 
by  the  gentleman  from  North  Carolina 
[Mr.  Doughton]  and  1  hour  to  be  con¬ 
trolled  by  the  gentleman  from  Massa¬ 
chusetts  [Mr.  Treadway], 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Texas  [Mr.  West]. 

Mr.  WEST.  Mr.  Chairman,  it  is  gen¬ 
erally  conceded  the  Ways  and  Means 
Committee  is  the  most  important  com¬ 
mittee  in  the  House.  It  has  been  my 
honor  and  pleasure  to  serve  on  this  great 
committee  for  more  than  2  years.  Dur¬ 
ing  this  period  of  service  I  have  found 
each  and  every  member  to  be  entirely 
sincere  and  honest  in  his  efforts  to  per¬ 
form  his  full  duty  without  regard  to  po¬ 
litical  effect  and  largely  with  no  thought 
of  party  politics.  I  have  also  discovered 
the  membership  is  human,  not  divine; 
hence  they  at  times  commit  errors  and 
make  mistakes.  It  is  almost  impossible 
to  see  the  other  fellow’s  problem  as  you 


1941 


CONGRESSIONAL  RECORD— HOUSE 


6707 


see  your  own;  to  see  and  understand  a 
stranger’s  troubles  as  those  of  a  con¬ 
stituent  and  friend. 

The  membership  of  the  Ways  and 
Means  Committee  being  but  humans  have 
committed  some  grievous  errors  and  mis¬ 
takes  in  reporting  and  recommending 
this  tax  bill  in  its  present  form.  There 
are  several  items  in  the  bill  imposing 
taxes  on  various  articles  and  persons  on 
which  no  hearings  were  held.  We  set  out 
to  raise  a  certain  amount  of  money,  and 
when,  after  the  hearings  were  completed, 
it  was  discovered  the  items  discussed 
would  not  produce  the  estimated  needed 
revenue,  the  committee  without  hearings, 
in  its  wisdom  and  understanding  reached 
up  into  thin  air,  pulled  down  and  placed 
in  the  bill  items  of  taxation  which  will 
produce  approximately  $350,000,000,  I 
refer  specifically  to  the  proposed  tax  on 
billboard  advertising,  gross  sales  of  net 
time  by  radio  broadcasters,  and  the  man¬ 
datory  joint-tax  returns. 

Personally,  it  appears  to  me  that  or¬ 
derly  procedure  in  the  House  should  re¬ 
quire  a  point  of  order  to  lie  against  any 
item  in  a  tax  bill  when  it  is  brought  to  the 
attention  of  the  House  membership  that 
such  item  is  reported  without  hearings 
having  been  held  thereon. 

Let  me  illustrate:  The  bill  as  reported 
imposed  a  tax  of  $5  on  each  and  every 
billboard  advertising,  gross  sales  of  net 
tain  circumstances.  No  hearings  were 
held  and  few  if  any  members  of  the  com¬ 
mittee  knew  anything  of  the  billboard 
advertising  business.  People  in  the  busi¬ 
ness  were  given  no  opportunity  to  explain 
how  such  a  tax  would  wreck  and  ruin  this 
industry.  After  the  bill  was  reported  and 
the  industry  for  the  first  time  learned  of 
the  committee’s  action  it  pointed  out  to 
some  of  the  committee  membership  how 
utterly  unfair  the  action  had  been.  A  tax 
of  $5  per  year  was  to  be  imposed  on  bill¬ 
boards  that  were  under  lease  contract  for 
$4.80  per  year  gross.  I  am  glad  to  state 
that  when  this  was  called  to  the  atten¬ 
tion  of  the  committee  a  meeting  was  held 
and  it  was  agreed  to  rewrite  the  proposed 
billboard  tax,  in  conformity  with  the  rule 
adopted  for  the  consideration  of  the  bill, 
so  the  proposed  tax  will  not  be  confisca¬ 
tory,  and  this  industry  driven  out  of  busi¬ 
ness. 

The  radio  broadcasters  did  not  receive 
such  reasonable  consideration.  The 
committee  proposes  and  recommends 
what  in  effect  is  a  gross  sales  tax  on  this 
industry.  If  the  proposal  becomes  a  law, 
a  broadcaster  mav  operate  at  a  heavy  loss 
and  yet  be  compelled  to  pay  an  enormous 
tax.  Not  only  that,  while  we  seek  to  col¬ 
lect  this  unfair  and  discriminatory  tax 
from  broadcasters,  some  of  their  com¬ 
petitors  are  not  taxed,  and  are  in  fact 
subsidized  by  the  Government  in  the 
amount  of  nearly  $80,000,000  per  year. 

So  far  as  I  have  been  able  to  ascertain 
few  members  of  the  committee  really 
have  any  conception  of  the  amount  of 
damage  that  may  be  done  by  the  impo¬ 
sition  of  the  proposed  mandatory  joint 
returns.  It  may  be  well  to,  by  a  loosely 
drawn  clause  in  a  tax  bill,  wipe  out  many 
of  the  rights  that  have  been  given  to 
women  at  the  end  of  centuries  of  strug¬ 
gle,  but  to  this  I  cannot  agree.  They  are 
entitled  to  their  day  in  court;  they  are 


humans  and  certainly  entitled  to  con¬ 
sideration.  There  is  much  misconception 
as  to  community  property  laws,  and  its 
effect.  An  explanation  might  not  be  out 
of  order. 

Under  the  Texas  Constitution  and  laws 
controlling  the  relationship  of  husband 
and  wife  and  their  respective  rights  of 
property,  the  wife  owns  a  full  ore-half 
of  all  community  property  and  income. 
Her  ownership  vests  immediately  upon 
the  acquisition  of  the  property  by  the 
marital  partnership,  continues  through¬ 
out  the  marital  relationship,  is  not  sub¬ 
ject  to  forfeiture  or  divesture;  upon  dis¬ 
solution  of  the  marriage  relation  by  di¬ 
vorce  is  segregated  and  allotted  to  her; 
and  at  her  death  passes  to  her  heirs, 
devisees,  and  legatees  in  the  same  man¬ 
ner  as  her  other  property.  Her  owner¬ 
ship  is  not  a  mere  expectancy  but  full  and 
unconditional  present  title. 

Such  statutory  control  over,  and  power 
of  disposition  of,  community  property  and 
income  as  is  conferred  upon  the  husband 
and  wife  respectively  by  the  ’.onstitution 
and  laws  of  Texas  are  mere  statutory 
delegations  of  agency  powers  over  the  as¬ 
sets  of  the  marital  partnership.  Such 
control  is  a  matter  which  is  quite  distinct 
from  an  owner’s  ordinary  and  incidental 
right  to  control  and  dispose  of  his  own 
property.  Under  the  laws  of  Texas,  an 
owner  of  an  interest  in  community  prop¬ 
erty  may  have  certain  statutory  and  rev¬ 
ocable  powers  of  control  and  disposal 
and  also,  at  the  same  time,  such  irrevoca¬ 
ble  powers  of  control  and  disposal  as 
every  owner  of  property  incidentally  en¬ 
joys  in  common-law  States. 

Creditors  of  the  wife  have  a  right  to 
resort  to  community  property  to  enforce 
payment  of  certain  debts  of  the  wife. 

The  husband’s  obligation  to  support 
the  wife  is  based  chiefly  but  not  entirely 
upon  their  common  property  and  com¬ 
mon  earnings  and  if  he  fails  to  furnish 
such  support  as  the  common  property 
and  common  earnings  enable  him  to  fur¬ 
nish,  the  wife  may  bind  him  and  the 
common  property  for  her  support. 

Debts  contracted  by  the  wife  for  her 
support  are  enforcible  against  the  entire 
community  property  and  not  merely 
against  her  share  of  the  common  prop¬ 
erty.  The  common  property  is  a  com¬ 
mon  fund  for  the  common  support  of 
both  husband  and  wife.  Such  support 
is  one  of  the  aims  of  the  common  part¬ 
nership. 

In  a  great  variety  of  cases  the  wife  may 
sue  or  be  sued  respecting  the  community 
property  during  the  existence  of  the 
community,  and  in  all  such  cases,  either 
alone  or  joined  by  her  husband,  is  a 
proper  party  to  a  suit  involving  com¬ 
munity  property. 

Upon  the  dissolution  of  the  com¬ 
munity  the  wife’s  portion  of  community 
property  is  inheritable  by  her  heirs  or 
devisable  by  her. 

Certain  items  of  community  property 
are  expressly  declared  by  statute  to  be 
immune  from  seizure  for  the  husband’s 
debts  and  torts.  None  of  the  community 
property  is  subject  to  debts  of  the  hus¬ 
band,  contracted  in  fraud  of  the  wife. 

The  husband,  while  acting  in  good 
faith  as  the  managing  partner,  may  ex¬ 
pend  those  portions  of  the  community 


property  which  are  under  his  power  of 
control  and  disposal.  He  may  not  ex¬ 
pend  them  in  fraud  of  her  rights,  nor  in 
violation  of  his  marital  obligations  to 
her.  In  proper  case  the  wife  may  sue 
him  or  any  stranger  to  restrain  wrong¬ 
ful  action  by  him  or  to  establish  and  re¬ 
cover  her  interest  in  such  property. 

The  wife  has  the  right  to  subject  all 
community  property  to  her  debts  for 
necessaries  and  the  right  to  subject  those 
portions  of  community  property  over 
which  she  has  power  of  control  and  dis¬ 
posal  to  all  her  debts.  The  husband’s 
obligation  to  support  her  rests  not  only 
upon  his  social  duty  but  also  upon  her 
assumed  contributions  to  the  marital 
partnership.  She  has  the  legal  right  to 
be  supported  out  of  the  community  and 
to  support  herself  out  of  it  if  necessary. 

The  wife  may  sue  or  be  sued  with  re¬ 
spect,  not  only  to  those  portions  of  the 
community  property  which  are  put  under 
her  exclusive  control  but  also  with  re¬ 
spect  to  any  other  portion  of  the  com¬ 
munity  property,  and  in  case  of  the  hus¬ 
band’s  abandonment  of  her,  his  impris¬ 
onment,  insanity,  or  other  delinquency  or 
incapacity,  she  becomes  the  managing 
partner  of  the  marital  enterprise. 

On  dissolution  of  the  marriage  rela¬ 
tionship  by  the  death  of  the  wife,  her 
interest — one-half — in  community  prop¬ 
erty  descends  to  her  heirs  or  passes  by 
her  will  but  subject  to  community  debts 
and  expenses  of  administration.  If  the 
marriage  be  dissolved  by  divorce  she 
takes  her  net  half  of  the  community 
property  directly.  In  connection  with 
divorce  proceedings,  she  can  protect  her 
interests  by  suit  and  injunction.  By  law 
the  husband  is  forbidden  to  defraud  her. 
The  community  property  at  her  death 
or  divorce  is  subject  to  her  debts  and  to 
administration. 

Whether  the  wife  or  the  husband  sur¬ 
vives,  the  wife  owns  at  all  times  her  full 
net  one-half  of  the  community  estate. 
If  she  survives  him  she  may  liquidate 
the  assets  of  the  community  partnership 
as  any  other  surviving  partner.  She 
may  qualify  as  survivor  and  administer 
as  such  unless  and  until  she  remarries. 
She  may  apply  for  letters  of  administra¬ 
tion  in  the  usual  way.  In  any  event,  she 
must  account  to  the  heirs,  devisees,  lega¬ 
tees,  and  legal  representatives  of  the 
husband  for  his  net  one-half  of  the 
community  estate. 

The  wife  is  the  absolute  owner  of  a 
full  net  one-half  of  community  property 
and  must  be  allotted  that  interest,  in 
case  of  divorce,  whether  the  divorce  be 
granted  at  her  instance  or  at  the  in¬ 
stance  of  the  husband,  and  whether  or 
not  she  has  been  guilty  of  adultery,  cruel 
treatment,  or  other  misconduct,  subject 
only  to  the  general  equitable  powers  of 
the  court. 

The  entire  community  property  is  lia¬ 
ble  for  the  wife’s  debts  arising  before 
marriage,  for  her  debts  after  marriage 
for  necessaries  for  herself  and  children, 
for  her  taxes,  whether  income  or  ad 
valorem,  and  that  portion  of  the  com¬ 
munity  property  which  is  then  under 
her  control,  and  her  separate  property  is 
subject  to  all  her  valid  debts.  Because 
a  net  one-half  of  the  community  income 
is  hers,  she  alone  is  liable  for  the  tax  on 
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it,  and  she  alone  can  be  compelled  to 
pay  the  tax  on  it.  The  husband  cannot 
lawfully  be  taxed  on  her  income,  but  the 
entire  community  property  can  be  seized 
for  the  tax  of  either  husband  or  wife. 

It  has  always  been  my  understanding 
that  the  sole  and  only  purpose  of  a  tax 
bill  is  to  raise  revenue.  When  we  lose 
that  objective  and  wander  off  into  the 
field  of  punitive,  class,  and  discrimina¬ 
tory  taxes,  invade  State  rights,  void 
State  constitutions,  repeal  State  laws, 
and  impose  unconstitutional  taxes  we 
have  headed  our  Government  for  wreck 
and  ruin.  All  these  things  we  are  seek¬ 
ing  to  do  in  this  bill.  For  these  reasons 
it  is  my  opinion  the  motion  seeking  to 
strike  out  section  111  of  the  bill  should 
be  adopted. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  10  minutes  to  the  gentleman  from 
Minnesota  [Mr.  Knutson.] 

Mr.  KNUTSON.  Mr.  Chairman,  I  can 
well  understand  the  position  taken  by 
those  Representatives  who  come  from 
the  community-property  States,  but  I 
cannot  for  the  life  of  me  reconcile  the 
position  taken  by  those  who  come  from 
non-community-property  States,  because 
in  voting  to  strike  out  this  amendment 
they,  in  effect,  vote  to  maintain  a  gross 
inequality  in  our  present  tax  system.  In 
other  words,  the  Representatives  from 
non-community-property  States  who_  vote 
to  strike  out  section  111  will  vote  to  con¬ 
tinue  the  present  order  under  which  their 
constituents  have  to  pay  a  heavier  tax 
than  do  those  people  who  come  from 
community-property  States  and  make 
joint  returns.  I  wish  the  Republicans 
here  could  go  into  an  executive  session 
so  I  could  talk  frankly  to  them.  That, 
however,  cannot  be,  so  I  shall  have  to  do 
the  best  I  can,  with  all  of  these  new 
dealers  listening  in.  You  know  we  have 
had  a  lot  to  say  in  the  last  few  years 
about  rubber-stamp  Congressmen.  We 
have  accused  the  other  side,  times  with¬ 
out  number,  of  being  nothing  but  rub¬ 
ber  stamps.  I  call  attention  to  Secre¬ 
tary  Morgenthau’s  letter  to  the  President, 
dated  July  31.  In  paragraph  1,  refer¬ 
ring  to  mandatory  joint  returns,  the  par¬ 
agraph  ends  up  with  this  language: 

Therefore,  in  this  important  respect  the 
pending  hill  is  inconsistent  with  the  Treas¬ 
ury’s  suggestions. 

That  is  one.  Then,  read  paragraph  2, 
under  the  head  of  excess-profits  taxes, 
and  we  find  this  language  at  the  end  of 
it: 

Therefore  in  another  important  respect,  the 
pending  bill  is  inconsistent  with  the  Treas¬ 
ury’s  announced  purpose. 

Then  we  have  the  President’s  letter  to 
the  committee,  a  most  unusual  thing.  I 
cannot  recall  in  all  of  the  years  that  I 
have  been  a  Member  of  this  House,  and 
that  is  for  a  quarter  of  a  century,  where 
a  President  of  the  United  States  has  as¬ 
sumed  to  advise  Congress  on  pending  leg¬ 
islation;  and  this  body,  regardless  of 
what  side  of  the  aisle  you  occupy,  may  be 
proud  that  the  committee  very  properly 
rebuked  that  attempt  on  the  part  of  the 
Chief  Executive  to  intrude  himself  on 
our  prerogatives. 

Mr.  Chairman,  this  mandatory  joint 
return  is  going  to  bring  $325,000,000  alone 


to  the  Treasury.  If  section  111  is  elimi¬ 
nated,  we  will  have  to  turn  elsewhere  for 
that  $325,000,000,  and  I  do  not  think  I 
am  violating  any  confidence  when  I  tell 
this  Committee  that  the  Ways  and  Means 
Committee  held  an  informal  meeting  this 
morning  to  consider  the  whole  matter, 
including  several  other  things,  and  the 
majority  announced  if  this  bill  be  recom¬ 
mitted  to  the  Committee  on  Ways  and 
Means,  that  it  will  vote  to  adopt  the 
Treasury  Department’s  recommendation 
in  respect  to  surtaxes  on  personal  in¬ 
comes.  Let  us  see  what  you  are  going  to 
get  if  you  vote  out  the  compulsory  joint 
return.  I  will  give  you  the  case  of  a  mar¬ 
ried  man  with  no  dependents.  On  an  in¬ 
come  of  $2,590  the  committee  proposal 
would  levy  a  tax  of  $38  50,  while  the 
Treasury  proposal,  which  we  will  have  to 
adopt  if  you  folks  run  loco  this  afternoon, 
is  $71.50.  On  a  $5,000  income  the  com¬ 
mittee  proposes  to  levy  $308,  while  the 
Treasury  request  is  $506,  or  nearly  twice 
as  much.  On  a  $10,000  income — and 
countrymen,  lend  me  your  ears — the 
committee  proposes  to  levy  a  tax  of 
$1,166,  but  the  Treasury  would  impose  a 
tax  of  $1,628.  On  a  $25,000  income  the 
difference  is  only  about  $300,  and  it  gets 
closer  and  closer  as  you  go  higher.  So.  if 
you  knock  this  section  111  out,  you  are 
going  to  soak  the  little  fellow  who  has  an 
income  of  a  few  thousand  dollars,  and  you 
are  going  to  hear  from  the  folks  back 
home  in  the  next  campaign.  I  would  not 
ask  for  anything  better,  if  I  wanted  to  go 
to  Congress,  than  to  have  my  Congress¬ 
man  vote  to  remove  this  section  and  per¬ 
mit  the  inequality  that  now  exists  to  con¬ 
tinue.  I  would  not  ask  anything  better 
than  that  kind  of  an  issue,  and  I  would 
make  a  monkey  out  of  him  long  before  the 
votes  were  counted.  It  is  all  right  if  the 
Democrats  want  to  vote  to  maintain  this 
inequality.  That  is  all  right  with  me,  be¬ 
cause  it  is  not  the  first  time  that  they 
have  voted  for  an  inequality,  but  the  Re¬ 
publican  Party  has  always  stood  for  a 
square  deal,  and  I  call  upon  you  Repub¬ 
licans  today  to  live  up  to  the  traditions 
of  the  great  party  to  which  you  belong. 

I  yield  back  the  remainder  of  my  time. 

The  CHAIRMAN.  The  gentleman 
yields  back  2  minutes. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentlewoman  from 
New  Jersey  [Mrs.  Norton], 

Mrs.  NORTON.  Mr.  Chairman,  I 
regret  very  much  that  I  find  myself  in 
disagreement  with  the  able  chairman 
of  the  Committee  on  Ways  and  Means. 
I  realize  the  difficulty  the  committee  has 
had  and  how  impossible  it  is  to  write  a 
tax  bill  that  is  acceptable  to  all  of  us. 
However,  I  am  opposed  to  that  part  of  the 
the  bill  requiring  joint  returns  by  hus¬ 
band  and  wife,  may  I  say  not  because 
of  the  many  ridiculous  references  I 
have  heard  regarding  divorce  in  con¬ 
nection  therewith,  for  it  is  my  opinion 
that  most  marriages  are  built  upon  a 
much  firmer  foundation  than  tax  re¬ 
turns;  but  rather  because  I  do  consider 
it  a  discrimination  that  should  not  exist. 
Whether  a  woman  is  married  or  un¬ 
married  should  not  be  the  basis  upon 
which  her  tax  bill  is  computed.  The 
principle,  as  I  see  it,  is  all  wrong.  Most 
women  are  willing  to  pay  a  just  tax  on 


their  income,  but  they  are  not  willing  to 
be  penalized  because  they  happen  to  be 
married. 

Another  reason  I  am  opposed  to  it  is 
that  at  this  time  many  women  will  be 
called  upon  to  assume  added  responsi¬ 
bilities  caused  by  the  defense  program, 
and  they  will  be  obliged  to  work  in  order 
to  make  up  the  deficit  caused  by  their 
husbands  being  called  to  the  service. 
Surely  they  should  not  be  made  the  vic¬ 
tims  of  a  joint  income-tax  return  be¬ 
cause  of  their  patriotism  in  accepting 
the  burden  of  protecting  their  family. 

When  you  consider  the  great  differ¬ 
ence  this  provision  would  make  to  hus¬ 
band  and  wife  whose  joint  income  is 
absolutely  necessary  for  the  proper 
maintenance  of  the  family  no  fair- 
minded  person  can  justify  it.  It  would 
be  just  as  logical  to  penalize  brother 
and  sister  living  together  whose  joint 
income  provides  the  family  maintenance. 

Mr.  Chairman,  I  sincerely  hope  that 
we  will  adopt  this  amendment  and  not 
penalize  my  sex  because  we  happen  to 
want  to  be  married. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  4  minutes  to  the  gentleman  from 
California  [Mr.  Welch]. 

Mr.  WELCH.  Mr.  Chairman,  it  has 
been  intimated  by  some  of  the  propo¬ 
nents  of  section  111 — the  mandatory 
joint  income-  tax  provision  in  the  bill  now 
under  consideration — that  the  opposi¬ 
tion  of  California,  through  its  repre¬ 
sentatives  in  Congress,  to  this  provision 
is  based  on  a  monetary  consideration. 

Mr.  Chairman,  there  is  by  far  a  higher 
principle  involved  in  this  section  than  the 
creation  of  an  additional  $323,000,000  in 
revenue.  In  my  judgment,  section  111 
deals  a  severe  blow  at  women’s  rights,  by 
creating  an  inequality  which  prohibits  a 
married  woman  living  with  her  husband 
from  filing  a  separate  income-tax  return. 

California  has  been  a  community- 
property  State  since  it  was  admitted  into 
the  Union  on  September  9,  1850.  Cali¬ 
fornia  granted  full  suffrage  to  women  in 
1911 — at  which  time  I  was  a  Member  of 
the  State  senate — and  was  one  of  the  first 
of  the  15  States  that  had  granted  women 
suffrage  before  the  Federal  amendment 
was  adopted  in  1919.  California  was  one 
of  the  very  first  States  to  pass  a  widows 
and  orphan’s  pension,  and  California  was 
one  of  the  first,  if  not  the  first  to  pass  a 
women’s  minimum-wage  law. 

Mr.  Chairman,  California  is  proud  of 
her  long  history  granting  to  her  women 
their  rightful  place  in  the  social,  eco¬ 
nomic,  and  political  structure  of  that 
great  State.  Denying  women  the  right 
to  make  separate  return  in  their  income 
tax  is  discriminatory,  and  a  backward 
step,  and  takes  from  them  advantages 
they  have  fought  for  down  through  the 
years,  and  justly  won. 

My  friends,  may  I  say  in  a  spirit  of 
good  will,  do  not  turn  the  clock  back  by 
writing  section  111  into  this  bill. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Indiana  [Mr.  BoehneL 

Mr.  BOEHNE.  Mr.  Chairman,  this 
morning  there  appeared  on  the  desk  of 
every  Member  of  Congress  a  6-page 
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brochure  giving  20  reasons  for  opposing 
mandatory  joint  income-tax  returns  by 
a  committee  of  six  Representatives,  self- 
appointed  or  otherwise. 

This  committee  indicates  that  public 
indignation  is  high  against  this  proposal. 
I  would  Substitute  the  word  “private”  in¬ 
dignation  for  “public”  indignation.  It  is 
true  that  the  pressure  on  members  of  the 
Ways  and  Means  Committee  to  eliminate 
this  proposal  has  been  terrific,  but  it  has 
been  directed  by  that  handful  of  people 
who,  for  many  years,  have  had  an  advan¬ 
tage  which  millions  of  other  people  have 
not  had,  an  advantage  that  means  dollars 
and  cents  to  their  already  swollen  pockets. 
Every  one  of  us  knows  that  when  an  ad¬ 
vantage  is  taken  away  the  squeal  becomes 
more  shrill,  and  it  is  liable  to  drown  out 
the  groans  of  those  who  have  not  been  as 
fortunate  in  material  goods.  Those 
squeals  then  become  sirens  of  indignation 
here  in  Congress. 

The  committee  also  states  that  the  in¬ 
crease  in  taxes  imposed  by  this  joint  re¬ 
turn  will  have  the  same  effect  upon  fam¬ 
ily  budgets  as  heavy  wage  and  salary  cuts, 
but  the  committee  fails  to  indicate  that 
these  wage  and  salary  cuts  have  been  in 
existence  for  these  many  years,  where 
the  husband  was  the  sole  breadwinner  of 
the  family. 

On  page  2  of  the  circular  letter  this 
question  is  asked: 

Is  a  tax,  which  is  unfair  and  uniust,  less 
so  merely  because  it  is  limited  to  the  families 
whose  incomes  are  over  $333  per  month? 

The  answer  is,  of  course,  “No,”  but  the 
question  of  ability  to  pay  is  the  decisive 
factor  in  the  consideration  of  this  pro¬ 
posal.  At  the  same  time  we  are  con¬ 
fronted  by  that  bugaboo  that  these  fam¬ 
ilies  are  bound  to  be  included  in  subse¬ 
quent  tax  legislation.  That  is  the  rank¬ 
est  type  of  subterfuge,  because  those  who 
signed  that  statement  know  full  well  that 
one  Congress  cannot  legislate  for  another 
Congress  and  that  if  each  Member  of 
Congress  will  do  his  duty  he  will  view 
situations  as  they  are  and  not  how  they 
might  be. 

Then  we  are  given  the  shop-worn  argu¬ 
ment  that  this  proposal  constitutes  a  pen¬ 
alty  upon  marriage  and  a  premium  upon 
divorce.  This,  of  course,  is  the  argument 
of  those  clerics  who  not  having  found,  or 
having  found,  being  afraid,  to  place  their 
protestations  upon  economic  grounds, 
reach  into  the  sphere  of  religion  and 
church  in  order  to  convince  those  whose 
job  it  is  to  legislate  on  a  tax  bill.  I  merely 
repeat  what  I  said  the  other  day  that  if  a 
husband  and  wife  seek  sanctuary  in  the 
divorce  courts  of  our  country  because  of 
the  imposition  of  any  tax,  or  if  couples 
who  would  be  contemplating  marriage 
might  decide  that  the  financial  cost  is  too 
great,  and  this  might  lead  to  a  state  of 
association  which  would  not  be  whole¬ 
some,  then  I  insist,  marriage  vows  mean 
nothing  to  them.  This  argument  is  sheer 
nonsense.  We  are  likewise  told,  and  now 
I  am  quoting  from  the  brochure: 

In  the  United  States  divorce  apparently  is 
not  looked  upon  with  the  same  disfavor  as  in 
England  and  some  other  countries. 

What  a  pitiful  indictment  against  the 
morality  of  the  American  people.  What 
a  field  this  presents  for  all  churches  in 
general  to  work  in.  What  a  shame  and 


disgrace  it  is  upon  the  institution  of  the 
family,  which  many  churches  have  been 
telling  us  are  the  very  cornerstones  of 
society. 

It  seems  that  much  has  been  said 
about  the  rights  of  women  being  en¬ 
dangered  by  this  proposal.  To  me  that 
is  not  an  argument,  but  it  might  be 
classed  as  political  pap.  This  proposal 
does  not  invade  the  rights  of  a  married 
woman ;  it  treats  her  exactly  in  the  same 
manner  as  her  husband  for  Federal  tax 
purposes.  It  merely  regards  the  family 
as  the  taxable  unit  instead  of  the  indi¬ 
viduals  who  make  it  up.  It  does  not,  as 
the  brochure  states,  abrogate  the  right 
of  women  to  complete  and  separate  con¬ 
trol  of  the  income  from  their  property. 
It  will,  however,  make  that  income  sub¬ 
ject  to  taxation  in  the  proper  way, 
namely,  through  the  family  budget. 

Finally,  we  are  confronted  with  the 
argument  that  the  Supreme  Court  would 
very  likely  hold  this  proposal  to  be  un¬ 
constitutional.  I  have  never  subscribed 
to  the  theory  that  we  should  forget  the 
Constitution  when  laws  are  being  writ¬ 
ten.  After  all,  when  that  document  is 
misinterpreted,  and  the  laws  under  it 
misdirected,  there  is  no  reason  on  earth 
for  us  to  continue  our  republican  form 
of  government.  It  is  interesting  to  know, 
however,  that  a  very  distinguished  Mem¬ 
ber  of  Congress,  who  is  a  constitutional 
lawyer  in  his  own  right,  said  privately 
the  other  day  that  after  having  read  the 
argument  on  the  constitutionality  of  this 
proposal  in  the  committee  report,  he  was 
convinced  beyond  a  shadow  of  a  doubt 
that  this  proposal  came  completely 
within  the  Constitution  of  the  United 
States. 

The  last  thing  that  I  want  to  remind 
you  is  that  this  proposal  seeks  to  place 
everyone  on  an  equality,  so  that  every 
man  and  woman  be  required  to  pay  their 
proper  share  of  the  income  taxes  of  this 
country,  that  the  94.23  percent  of  the 
American  people  may  be  placed  on  the 
same  plane,  which  the  5.77  percent  of 
the  American  people  have  been  enjoying. 
The  problem  is  now  placed  in  your  hands. 
If  this  proposal  should  be  defeated,  it  will 
simply  mean  that  we  will  have  to  add 
three  hundred  millions  of  dollars  on  the 
94  percent  of  the  American  people  who 
are  groaning  under  the  burden  that  they 
are  now  carrying.  As  long  as  this  in¬ 
equity  exists  I  do  not  want  to  be  a  party 
to  raising  income  taxes  to  even  higher 
levels  on  those  least  able  to  pay. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Oregon  [Mr.  Angell], 

Mr.  ANGELL.  Mr.  Chairman,  I  ask 
unanimous  consent  to  revise  and  extend 
my  remarks  at  this  point  in  the  Record. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

UNCLE  SAM  DRAFTS  $13,000,000,000  TAX  FOR 
HEMISPHERE  DEFENSE 

Mr.  ANGELL.  Mr.  Chairman,  by  this 
tax  bill  Uncle  Sam  is  drafting  $13,000,- 
000,000  for  hemisphere  defense,  the 
greatest  number  of  tax  dollars  ever  de¬ 
manded  of  the  American  people  in  our 
history.  We  cannot  provide  for  all-out 
national  defense  without  taxing  the  peo¬ 


ple  to  pay  for  it.  The  Federal  Govern¬ 
ment  has  only  two  sources  of  income, 
taxes  and  borrowing,  and  money  bor¬ 
rowed  must  eventually  be  paid  from  tax 
dollars,  unless  we  resort  to  inflation  or 
repudiation.  With  a  tax  debt  of  one 
hundred  billions  staring  us  in  the  face, 
every  loyal  American  citizen  owes  it  to 
his  country  to  do  everything  within  his 
power  to  avoid  the  catastrophe  which 
will  overtake  America  if  inflation  or 
repudiation  is  resorted  to. 

GAG  RULE  UN-AMERICAN 

Mr.  Chairman,  I  voted  against  the  rule 
which  made  this  tax  bill,  H.  R.  5417,  in 
order.  It  is  a  gag  rule.  I  did  this  for 
two  reasons:  First,  as  a  matter  of  prin¬ 
ciple,  I  am  opposed  to  gag  rules;  sec¬ 
ondly,  I  am  opposed  to  the  rule  because 
it  will  deny  me  and  every  other  Repre¬ 
sentative  from  calling  up  the  inequitable 
provisions  in  the  bill,  of  which  there  are 
many,  discussing  their  merits  and  de¬ 
merits  and  having  the  right  to  vote  for 
their  elimination,  and  giving  the  ma¬ 
jority  the  right  to  rule.  By  its  terms  it 
prohibits  the  representatives  of  the  peo¬ 
ple — Members  of  Congress — from  taking 
any  part  in  the  determination  of  what 
taxes  shall  be  included  in  this  bill. 
Under  it  we  are  mere  rubber  stamps.  We 
are  restricted  to  the  sole  power  of  voting 
the  bill  up  or  down.  This  is  un-Amer¬ 
ican  and  should  not  be  tolerated.  Under 
this  bill  the  members  of  the  Ways  and 
Means  Committee  are  the  only  Repre¬ 
sentatives  in  the  House  who  are  accorded 
the  right  to  determine  what  taxes  shall 
be  levied  by  the  bill.  It  is  not  only  gov¬ 
ernment  by  a  minority  but  by  a  select 
group  of  25  members.  This,  too,  is  un- 
American  and  not  in  accordance  with 
sound  principles  of  a  representative 
form  of  government,  such  as  we  are  sup¬ 
posed  to  have.  I  have  great  respect  and 
admiration  for  the  members  of  the  Ways 
and  Means  Committee.  But  I  have  a 
responsibility  to  the  people  of  my  district. 

Mr.  Chairman,  I  have  received  hun¬ 
dreds  of  letters  and  telegrams  from  con¬ 
stituents  in  my  district  opposing  various 
provisions  of  this  tax  bill,  but  under  this 
procedure  I  am  powerless  as  their  Repre¬ 
sentative  in  the  Congress  to  have  a  voice 
in  determining  whether  these  features 
shall  remain  in  the  bill  or  be  stricken 
out.  I  am  even  denied  the  right  to  make 
a  motion  to  eliminate  an  objectionable 
tax.  I  must  take  the  bill,  or  leave  it  as 
it  is  dished  up  to  me  by  the  25  gentlemen 
constituting  the  Ways  and  Means  Com¬ 
mittee. 

TAX  ON  MARRIAGE - MANDATORY  JOINT  RETURN 

BY  HUSBAND  AND  WIFE  UNSOUND 

By  reason  of  the  great  pressure  ex¬ 
erted  upon  the  committee,  it  did  yield 
on  one  point  to  avoid  defeat  of  the  rule 
and  changed  the  rule  to  permit  a  sep¬ 
arate  vote  on  the  obnoxious  feature  of 
requiring  a  joint  return  for  a  married 
couple  living  together.  I  am  opposed  to 
this  provision  of  the  bill  and  urge  my 
colleagues  to  vote  to  eliminate  it  from 
the  bill.  The  unfairness  of  this  star 
chamber  gag-rule  procedure  is  shown  by 
the  attempt  to  penalize  marriage  by  re¬ 
quiring  joint  returns.  No  women  or 
women’s  organizations  were  heard  by 
the  committee  on  this  proposal,  yet  110 
representatives  of  the  tobacco  industry 
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were  heard  on  the  tobacco  tax.  Hereto¬ 
fore  American  lawmakers  have  looked 
with  tender  solicitude  upon  the  Ameri¬ 
can  family  and  the  marriage  compact. 
We  have  framed  our  laws  to  protect  the 
family  and  encourage  marriage  and 
minimize  divorces  and  keep  the  family 
circle  intact.  Down  through  our  history 
women  and  women’s  organizations  have 
struggled  to  free  women  from  the  ancient 
concepts  which  placed  women  in  sub¬ 
jection  to  men  in  social,  economic,  and 
political  life.  America  has  freed  women. 
American  women  have  been  given  the 
right  to  vote,  hold  public  office,  own  their 
separate  property,  retain  their  citizen¬ 
ship  even  though  married  to  aliens,  and 
to  have  equality  of  employment.  By 
this  law  we  propose  to  take  the  first 
backward  step  and  penalize  the  woman 
who  marries.  We  are  now  seeking  by 
this  law  to  discourage  marriage,  to  offer 
inducements  to  husbands  and  wives  to 
live  apart.  Is  it  sound  public  policy  to 
frame  our  laws  on  such  a  basis?  Rather 
should  we  not  soften  the  tax  burden  on 
those  who  marry  and  maintain  homes 
and  rear  their  children  with  father  and 
mother  under  one  roof?  While  it  is  true 
we  do  not  condone  divorces  for  financial 
reasons,  neither  do  we  condone  theft, 
but  we  do  not  pass  laws  to  encourage 
either.  Is  it  sound  public  policy  to  tax 
married  couples  less  if  they  live  apart 
and  break  up  the  home?  This  provision 
visiting  upon  a  man  and  woman  because 
they  have  entered  into  the  marriage  re¬ 
lation  and  are  living  together,  a  tax 
much  larger  than  that  imposed  upon 
married  couples  living  apart  or  other 
units  of  our  population  living  together 
under  similar  conditions,  is  unsound.  It 
is  not  only  a  deterrent  against  the  con¬ 
summation  of  the  marriage  contract  but 
will  result  in  disturbing  the  status  of 
marriage  as  an  American  institution. 
We  know  in  a  good  many  of  the  coun¬ 
tries  of  the  Old  World  the  marriage  rela¬ 
tion  is  being  relegated  to  the  past.  In 
America  the  family  is  the  foundation 
stone  of  our  social  structure,  and  any¬ 
thing  that  tends  to  weaken  it  should  be 
discarded. 

Leaving  aside,  however,  the  moral  and 
social  issue,  it  is  an  unjust  discrimination 
on  taxpayers  who  are  married  and  living 
together.  There  is  no  sound  reason,  in 
my  judgment,  why  the  tax  burden  should 
be  increased  on  two  people  who  happen 
to  be  married  and  living  under  the  same 
roof,  while  others,  such  as  a  father  and 
children,  who  live  together  with  the  same 
responsibilities  but  unmarried,  may 
escape  the  added  burden. 

My  information  is  that,  while  about  80 
percent  of  the  families  of  the  United 
States  earned  less  than  $2,000  a  year  in 
1935,  about  15,000,000  families  earned 
from  $1,250  to  $5,000  a  year.  By  forcing 
even  the  small  incidental  earnings  of 
women  into  a  joint  return,  the  incomes 
of  millions  of  American  families  in  the 
low-income  brackets  will  exceed  the 
$2,000  exemption  allowed  for  husband 
and  wife  and  $400  for  each  dependent, 
and  will  subject  them  to  an  income  tax, 
although  their  combined  incomes  are 
barely  sufficient  to  maintain  the  family. 
They  already  are  heavily  taxed  by  in¬ 
direct  and  hidden  taxes  on  the  neces¬ 
sities  of  life,  which  consume  their  entire 


pay  check.  Even  this  added  burden 
might  be  justified  as  a  matter  of  national 
defense  if  all  citizens  similarly  situated 
were  equally  taxed,  but  this  tax  will  only 
fall  on  those  who  are  married  and  living 
together,  and  not  on  the  others  in  the 
same  circumstances  and  with  the  same 
income. 

Mr.  Chairman,  my  concern  is  not  for 
income  taxpayers  who  fall  within  the 
larger  brackets  and  who-  will  pay  a  larger 
tax  by  reason  of  this  provision,  they 
are  well  able  to  protect  themselves,  but 
I  am  concerned  with  the  imposition  of  a 
larger  tax  on  the  large  group  of  American 
citizens  whose  net  incomes  are  small  and 
who  are  married  and  living  together,  and 
particularly  the  women,  and  not  taxing 
others  similiarly  situated  except  for  the 
marriage  status.  It  is  entirely  in  keep¬ 
ing  with  equity  to  tax  this  group  if  all 
others  similarly  situated  are  taxed,  but 
it  is  unfair  to  tax  this  group  merely  be¬ 
cause  they  are  married  and  to  leave  un- 
taxed  large  groups  of  our  citizens  who 
are  similarly  situated  and  have  like  in¬ 
comes  but  are  unmarried,  or,  if  married, 
are  not  living  with  their  spouses.  This 
proposed  law  penalizes  our  citizens  for 
entering  into  the  marriage  relation,  or 
penalizes  a  married  couple  for  living  to¬ 
gether.  Furthermore,  it  places  an  un¬ 
just  discrimination  upon  women  who 
marry  and  live  with  their  husbands. 
There  is  no  sound  reason  why  the  rights 
of  women  built  up  through  the  years 
should  now  be  overthrown  and  a  penalty 
placed  upon  the  right  of  married  women 
to  own  their  own  property  by  imposing 
a  tax,  if  they  marry,  in  excess  of  that 
paid  by  others  who  refrain  from  marry¬ 
ing.  Any  law  which  erects  a  barrier  in 
the  way  of  marriages  is  against  public 
policy.  It  also  places  a  premium  on  di¬ 
vorces  and  marital  separations.  The  en¬ 
actment  of  this  law  seeks  to  place  an 
annual  tax  of  $329,000,000  a  year  upon 
the  institution  of  marriage.  Two  hun¬ 
dred  and  seventy-five  million  would 
come  from  non-community-property 
States.  Why  penalize  the  people  of  these 
States  in  an  attempt  to  reach  taxpayers 
in  community-property  States?  Equita¬ 
ble  tax  laws  can  be  enacted  to  reach  tax¬ 
payers  in  community-property  States  to 
correct  any  inequalities  now  existing. 

Mr.  Chairman,  I  am  not  opposed  to  the 
provision  making  mandatory  the  filing  of 
a  joint  return  by  a  married  couple  living 
together  by  reason  of  any  special  condi¬ 
tion  existing  in  my  own  State  of  Oregon. 
In  1938  the  total  number  of  individual 
income-tax  returns  filed  in  Oregon  was 
53,584,  of  which  1,609  only  received  a  pos¬ 
sible  tax  advantage  by  filing  separate  re¬ 
turns.  This  leaves  51,975  who  received 
no  such  advantage.  There  were  only  3 
percent  receiving  advantage  against  97 
percent  receiving  none.  Furthermore, 
my  State  is  not  a  community-property 
State.  My  opposition  is  based  on  the 
more  fundamental  ground  that  the  law 
is  not  only  inequitable,  unjust,  and  dis¬ 
criminatory  upon  a  portion  of  our  tax¬ 
payers,  but  it  is  against  sound  public 
policy  and  is  unsound  from  a  social  and 
moral  standpoint,  depriving  women  par¬ 
ticularly,  through  discrimination,  of 
rights  to  which  they  are  entitled.  There 
is  no  sound  reason  why  women  who  are 
married  and  living  with  their  husbands 


should  pay  larger  taxes  than  married 
women  living  apart  from  their  husbands, 
or  unmarried  women  who  receive  the 
same  income. 

There  is  serious  doubt,  at  least,  as  to 
the  constitutionality  of  the  joint-return 
mandate.  Time  will  not  permit  its  dis¬ 
cussion  here.  I  do  call  attention  to 
Hoeper  v.  Tax  Commission  (284  U.  S. 
206),  where  the  Supreme  Court  said: 

Since  then,  in  law  and  in  fact,  the  wife’s 
income  is  in  the  fullest  degree  her  separate 
property  and  in  no  sense  that  of  her  hus¬ 
band,  the  question  presented  is  whether  the 
State  has  power  by  an  income-tax  law  to 
measure  his  tax,  not  by  his  own  income 
but,  in  part,  by  that  of  another.  To  the 
problem  thus  stated,  what  was  said  in  Knowl- 
ton  v.  Moore  (178  U.  S.  41,  77)  is  apposite: 

“It  may  be  doubted  by  some,  aside  from 
express  constitutional  restrictions,  whether 
the  taxation  by  Congress  of  the  property  of 
one  person,  accompanied  with  an  arbitrary 
provision  that  the  rate  of  tax  shall  be  fixed 
with  reference  to  the  sum  of  the  property  of 
another,  thus  bringing  about  the  profound 
inequality  which  we  have  noticed,  would  not 
transcend  the  limitations  arising  from  those 
fundamental  conceptions  of  free  government 
which  underlie  all  constitutional  systems.” 

We  have  no  doubt  that,  because  of  the  fun¬ 
damental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of  an¬ 
other  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  Is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it 
income. 

AMERICAN  PRODUCTION  OP  STRATEGIC  MINERALS 
HIT 

Mr.  Chairman,  I  understand  that  this 
bill  eliminates  the  excess-profits  tax  ex¬ 
emption  formerly  accorded  to  producers 
of  tungsten,  quicksilver,  manganese,  plat¬ 
inum,  antimony,  chromite,  and  tin  in  the 
United  States.  These  are  strategic  min¬ 
erals  which  are  necessary  for  the  prose¬ 
cution  of  our  national  defense.  The  sup¬ 
ply  is  very  limited  and  we  have  hereto¬ 
fore,  by  legislation,  encouraged  the  pro¬ 
ducers  of  these  strategic  minerals  to  in¬ 
crease  our  production  in  the  United 
States.  By  the  elimination  of  this  provi¬ 
sion  of  our  tax  law,  it  will  remove  one  of 
the  most  important  incentives  that  our 
miners  have  for  producing  these  strategic 
minerals  in  this  national  emergency. 
The  production  of  these  minerals  in  the 
United  States  is  much  more  expensive 
than  that  in  foreign  countries  where 
coolie  and  other  cheap  labor  can  be  ob¬ 
tained  and  our  local  producers  cannot 
successfully  meet  such  competition.  We 
should  build  up  our  own  supplies  of  these 
essential  raw  materials  so  that  in  times 
of  emergency,  such  as  that  facing  us,  we 
shall  not  be  compelled  to  rely  on  foreign 
sources.  We  must  have  manganese  in  the 
manufacture  of  steel;  we  are  equally  de¬ 
pendent  upon  quicksilver  and  chromite. 
Quicksilver  is  an  important  ingredient  in 
much  of  our  defense  equipment.  In  my 
own  State  of  Oregon,  the  elimination  of 
the  excess-profits  tax  exemption  for 
strategic-mineral  producers  will  hinder 
the  production  of  many  thousands  of 
dollars’  worth  of  quicksilver  alone.  One 
producer  recently  said: 

If  exemptions  from  excess-profits  tax  are 
eliminated,  we  will  be  compelled  to  change 
our  policy  in  mining.  We  will  not  be  inter¬ 
ested  in  opening  up  any  new  properties  or 
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in  developing  any  new  discoveries,  or  in  doing 
additional  outside  exploration.  The  profits 
the  Government  might  derive  by  cutting  out 
the  taxes  is  a  mere  bagatelle  in  comparison 
with  the  injury  to  the  industry  they  are  of¬ 
fending.  It  will  have  a  depressing  effect  on 
the  production  of  quicksilver. 

Mr.  Chairman,  I  trust  that  this  provi¬ 
sion  of  the  tax  bill  will  be  stricken  so  it 
will  permit  the  producers  of  these  strate¬ 
gic  materials  to  continue  under  the  pro¬ 
visions  of  the  law  as  it  presently  exists. 

IS  UNCLE  SAM  FACING  BANKRUPTCY? 

Mr.  Chairman,  the  consideration  of 
this  tax  bill  must  necessarily  call  up  in 
review  our  whole  fiscal  policy.  Those  of 
us  who  have  had  to  do  with  the  problem 
of  national  defense  and  also  the  equally 
important  problem  of  solving  unemploy¬ 
ment  and  putting  our  ship  of  state  on  an 
even  keel  are  greatly  concerned  over  the 
swelling  national  debt  and  our  present 
necessity  of  greatly  increasing  it  to  pro¬ 
vide  for  all-out  national  defense.  We 
now  see  looming  up  ahead  a  national  debt 
of  $100,000,000,000,  which  will  require  in 
round  numbers  $3,000,000,000  a  year  in 
interest  alone,  without  any  provision  for 
amortization.  This  interest  charge  is  in 
excess  of  the  total  cost  of  government  a 
few  years  back.  It  is  now  estimated  that 
the  expenditures  for  this  coming  fiscal 
year  will  be  $22,000,000,000.  Revenue 
from  the  present  law  is  estimated  to 
amount  to  nine  billion  four  hundred  mil¬ 
lion  for  the  fiscal  year  1942.  The  pending 
bill,  if  enacted  as  it  now  stands,  will,  ac¬ 
cording  to  estimates,  raise  an  additional 


It  should  be  noted  that  of  the  sixty- 
seven  and  one-half  billions  expended 
during  these  years,  only  five  billions 
represent  extraordinary  outlays  for  na¬ 
tional  defense,  since  the  emergency  pro¬ 
gram  was  begun  last  year.  We  have 
upped  the  debt  limitation  to  sixty-five 
billions  and  it  is  certain  that  next  year 
this  limitation  will  have  to  be  increased, 
probably  to  one-hundred  billions  before 
the  defense  program  is  completed,  irre¬ 
spective  as  to  whether  or  not  we  join  in 
the  war  as  a  belligerent. 

All  loyal  American:  agree  that  we  must 
proceed  with  full  speed  ahead,  regardless 
of  cost,  with  full  defense  for  our  own 
country.  We  know  that  it  will  of  neces¬ 
sity  increase  the  national  debt.  The  pur¬ 
pose  of  this  tax  bill  we  are  now  consider¬ 
ing  is  to  secure  as  many  tax  dollars  as 
possible  as  we  proceed  with  the  program 
to  help  in  financing  this  immense  task 
with  which  we  are  confronted. 

Mr.  Chairman,  while  we  must  appro¬ 
priate  and  spend  and  tax  and  go  in  debt, 


amount  of  $3,529,200,000  for  a  full  year 
of  operations,  which,  together  with  the 
revenues  under  the  existing  law,  will 
aggregate  substantially  $13,000,000,000. 
This  is  equivalent  to  about  60  percent  of 
the  cost  of  government  estimated  for  the 
year  1942,  covering  both  normal  and  na¬ 
tional-defense  expenditures.  We  have 
already  appropriated  for  emergency  de¬ 
fense  $43,000,000,000,  and  some  additional 
seven  billions  are  under  contemplation. 
During  the  10  years  ending  in  1932  the 
total  United  States  Government  expenses 
averaged  less  than  four  billions  annually. 
Our  concern  is  not  so  much  over  the  cost 
of  our  national  defense  as  it  is  over  the 
fact  that  our  ordinary  expenses  of  gov¬ 
ernment  are  now  twice  what  they  were 
a  few  years  ago  and  are  continuing  to 
increase.  We  have  been  running  wild 
down  hill,  without  brakes,  in  the  wildest 
orgy  of  public  spending  ever  experienced 
in  this  country  or  any  other  country  on 
earth.  As  one  instance  only,  the  Gov¬ 
ernment  departments  used  for  franking 
in  1923,  $6,000,000,  and  in  1940,  $39,000,- 
000,  an  increase  of  650  percent.  Similar 
extravagances  are  taking  place  in  hun¬ 
dreds  of  bureaus  and  agencies.  In  the 
last  8  years  we  have  spent  as  much  as  it 
cost  to  run  the  Government  during  the 
first  131  years  of  our  history,  which  cov¬ 
ers  the  time  from  the  administration  of 
George  Washington  through  the  admin¬ 
istration  of  Woodrow  Wilson,  and  includ¬ 
ing  the  World  War.  It  is  of  interest  to 
note  the  receipts  and  expenditures  and 
the  deficit  for  each  of  these  years,  as 
shown  by  the  following  table: 


to  provide  for  national  defense,  we  should 
not  overlook  the  fact  that  the  salvation 
of  this  country  will  depend  upon  our  Gov¬ 
ernment  being  able  eventually  to  plug 
the  holes  in  our  Treasury  so  that  the  im¬ 
mense  amount  of  funds  now  being  wasted 
and  recklessly  spent  can  be  stopped.  The 
mere  fact  that  the  ordinary  expenses  of 
government  are  now  twice  what  they 
were  prior  to  this  orgy  of  spending  should 
convince  us  that  we  must  curtail  on  use¬ 
less  governmental  expenditures  and  elim¬ 
inate  overlapping  bureaus  and  mjniads  of 
high-salaried  employees.  I  still  believe 
the  philosophy  of  government  announced 
by  President  Franklin  D.  Roosevelt  March 
10,  1933,  in  his  message  to  the  Congress, 
is  sound  advice,  notwithstanding  the  ad¬ 
ministration  proceeded  to  discard  the 
program  almost  immediately  upon  its 
announcement.  In  this  message  the 
President  said: 

A  like  necessity  exists  with  respect  to  the 
finances  of  the  Government  itself  which  re¬ 
quires  equally  courageoi;s,  frank,  and  prompt 
action. 


For  3  long  years  the  Federal  Government 
has  been  on  the  road  toward  bankruptcy. 

For  the  fiscal  year  1931  the  deficit  was 
$462,000,000. 

For  the  fiscal  year  1932  it  was  $2,472,000,000. 

For  the  fiscal  year  1933  it  will  probably 
exceed  $1,200,000,000. 

For  the  fiscal  year  1934,  based  on  the  ap¬ 
propriation  bills  passed  by  the  last  Congress 
and  the  estimated  revenues,  the  deficit  will 
probably  exceed  $1,000,000,000  unless  imme¬ 
diate  action  is  taken. 

Thus  we  shall  have  piled  up  an  accumu¬ 
lated  deficit  of  $5,000,000,000. 

With  the  utmost  seriousness  I  point  out  to 
the  Congress  the  profound  effect  of  this  fact 
upon  our  national  economy.  It  has  con¬ 
tributed  to  the  recent  collapse  of  our  bank¬ 
ing  structure.  It  has  accentuated  the  stag¬ 
nation  of  the  economic  life  of  our  people.  It 
has  added  to  the  ranks  of  the  unemployed. 
Our  Government’s  house  is  not  in  order  and, 
for  many  reasons,  no  effective  action  has  been 
taken  to  restore  it  to  order. 

Upon  the  unimpaired  credit  of  the  United 
States  Government  rests  the  safety  of  de¬ 
posits,  the  security  of  insurance  policies,  the 
activity  of  industrial  enterprises,  the  value 
of  our  agricultural  products,  and  the  avail¬ 
ability  of  employment.  The  credit  of  the 
United  States  Government  definitely  affects 
these  fundamental  human  values.  It,  there¬ 
fore,  becomes  our  first  concern  to  make  secure 
the  foundation.  National  recovery  depends 
upon  it. 

Too  often  in  recent  history  liberal  govern¬ 
ments  have  been  wrecked  on  rocks  of  loose 
fiscal  policy.  We  must  avoid  this  danger. 

The  President  was  right  when  on  Oc¬ 
tober  19,  1932,  he  said: 

The  credit  of  the  family  depends  chiefly 
upon  whether  that  family  is  living  within  its 
income.  And  that  is  equally  true  of  the 
Nation.  If  the  Nation  is  living  within  its 
income,  its  credit  is  good. 

If  government  lives  beyond  its  income  for 
a  year  or  two,  it  can  usually  borrow  tempo¬ 
rarily  at  reasonable  rates.  But  if,  like  a 
spendthrift,  it  throws  discretion  to  the  winds 
and  is  willing  to  make  no  sacrifice  at  all  in 
spending;  if  it  extends  its  taxing  to  the  limit 
of  the  people’s  power  to  pay  and  continue  to 
pile  up  deficits,  then  it  is  on  the  road  to 
bankruptcy. 

Mr.  Chairman,  if  the  President  was  so 
much  disturbed  and  concerned  over  the 
soundness  of  our  financial  structure  in 
1933,  as  expressed  in  this  message  when 
we  had  an  accumulated  deficit  of  some 
$5,000,000,000,  and  a  total  annual  Gov¬ 
ernment  expense  of  approximately  $4,- 
000,000,000,  how  much  more  should  we 
today  be  aroused  over  an  accumulated 
deficit  of  $50,000,000,000,  with  sixty-five 
billions  in  sight  for  the  next  year  and 
leading  toward  a  one-hundred-billion  na¬ 
tional  debt,  and  a  total  expense  for  the 
fiscal  year  of  1842  alone  of  twenty-two 
billions.  Governor  Eccles  sounded  a 
warning  we  should  heed  when  he  said: 

The  avoidance  of  inflation  is  as  essential 
for  the  preservation  of  our  political  and  eco¬ 
nomic  system  as  the  defense  effort  itself. 

We  are  heading  directly  into  the  storms 
of  inflation.  We  of  this  generation  are 
not  paying  the  bills  of  this  generation 
but  are  passing  them  along  for  future 
generations  to  pay  or  repudiate. 

I  join  with  my  colleagues  in  urging 
that  steps  be  taken  immediately,  as  pro¬ 
posed  by  Secretary  of  the  Treasury  Mor- 
genthau  so  that  the  ordinary  expenses 
of  the  Government  be  curtailed  and  use¬ 
less  and  expensive  frills  and  bureaus  be 


Fiscal  record,  1934-41,  inclusive 1 


Expenditures 

Receipts 

Deficits 

Public  debt 

Fiscal  year- 

1934.  _ . 

$6,011,000, 000 
7, 010,  000, 000 
8, 668,  000,  COO 
8, 177, 000,  000 

7,  239,  000,  000 

8,  707,  000,  000 
8,  998, 000,  000 

12.  710, 000,  000 

$3, 116,  000,  000 
3, 800,  000,  000 
4, 116, 000, 000 
5,029,000,  000 
5,855,000,000 
5, 165,  000,  COO 
5, 387,  000, 000 
7,  607,  000,  000 

$2, 895,  000,  000 
3, 210, 000,  000 
4,  550,  000,  000 
3, 148, 000,  000 
1,  384, 000,  000 
3,  542,  000,  000 
3,611,000,000 
5, 103, 000, 000 

.27,  053,  000,  000 
28,  701, 000,  000 
33, 778,  000,  000 
36, 425,  000,  000 
37, 165, 000, 000 
40,  440,  000, 000 
42,  938, 000,  000 
48,  961,  000, 000 

1935 . 

1936 . 

1937 . 

1938  .  _ _ _ 

1939 . 

1940_ . . . 

1941  _  _ 

Total . 

67,  518, 000,  COO 

40,  075,  000,  000 

27,  443, 000,  COO 

1  Figures  from  1934  through  1940  taken  from  the  1942  Budget.  Figures  for  1941  taken  from  Treasury  press  release 
of  July  2. 1941. 
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abandoned.  The  Secretary  said  $1,000,- 
000,000  could  be  saved  in  this  field  alone. 

Evidence  coming  to  our  committees  in 
the  House  and  the  disclosures  made  by 
individual  Members  who  have  examined 
into  expenditures  for  our  national-de¬ 
fense  program  clearly  disclose  that  im¬ 
mense  sums  appropriated  for  national 
defense  are  being  wasted.  We  owe  it  to 
American  citizens  whom  we  are  com¬ 
pelling  to  sacrifice  in  order  to  provide  tax 
dollars  with  which  to  meet  the  mounting 
expense  of  government  and  national  de¬ 
fense,  to  see  that  every  dollar  expended 
brings  to  us  a  full  dollar  in  value.  Our 
colleague,  the  gentleman  from  Michigan 
[Mr.  Engel],  alone  has  uncovered  the 
wasting  of  over  $200,000,000  in  the 
building  of  our  cantonments  costing  some 
$800,000,000.  The  tax  dollars  are 
running  like  water  down  the  rat  holes  of 
inefficiency,  graft,  and  waste.  As  the 
President  predicted  in  1933,  this  “liberal 
Government  is  being  wrecked  on  the 
rocks  of  loose  fiscal  policy.” 

TAXES  PAID  WITH  SWEAT  OF  LABOR 

Mr.  Chairman,  I  am  voting  for  this  tax 
measure  knowing  full  well  it  will  place 
a  heavy  burden  upon  every  American 
family  in  direct,  indirect,  or  hidden  taxes. 
I  know,  too,  that  taxes  are  paid  by  the 
sweat  of  every  man  who  labors.  I  know, 
too,  that  many  American  families  are 
without  the  necessities  of  life.  I  know, 
too,  that  5,000,000  of  our  people  are  still 
unemployed.  According  to  testimony 
given  before  the  Ways  and  Means  Com¬ 
mittee  by  Mr.  Alfred  C.  Frodel,  there  are 
at  least  128  different  indirect  or  hidden 
taxes  on  a  single  pair  of  shoes,  as  follows: 

Nine  taxes  paid  by  the  rancher; 

Sixteen  taxes  paid  by  the  transportation 
companies; 

Twelve  taxes  paid  by  the  findings  pro¬ 
ducers; 

Fifteen  taxes  paid  by  the  packer; 

Fourteen  taxes  paid  by  the  tanner; 

Fourteen  taxes  paid  by  the  findings  manu¬ 
facturers  (shoe  laces,  rubber  heels,  counters, 
etc.) ; 

Fourteen  taxes  paid  by  the  shoe  manu¬ 
facturer; 

Sixteen  taxes  paid  by  the  shoe  wholesaler; 
and 

Sixteen  taxes  paid  by  the  shoe  retailer. 

So  these  126  different  taxes  on  your  pair  of 
shoes  keep  moving  right  down  the  line  fro-m 
the  rancher  who  pays  9  different  taxes,  when 
finally  your  shoe  retailer  offers  you  a  pair 
of  shoes  with  126  different  taxes  and  you,  as 
the  purchaser  of  a  pair  of  shoes,  pay  most  of 
these  taxes.  Is  this  soaking  the  rich?  If 
taxes  were  lower,  your  shoes  would  be  cheaper 
or  you  would  get  a  better  pair  of  shoes. 

The  farmers,  producers,  processors,  han¬ 
dlers,  manufacturers,  wholesalers,  retailers, 
and  your  landlord  pay  your  taxes  to  the  tax 
collectors,  then  these  taxes  are  shifted  on 
or  paid  by  you,  the  wage  earners.  How?  Be¬ 
cause  these  taxes  are  included  in  your  rent 
bill  and  in  the  price  of  everything  you  buy. 

Mr.  Frodel  shows  that  the  following 
taxes  are  placed  on  the  following  neces¬ 
sities  of  life: 

Seventy-eight  different  taxes  on  a  quart  of 
milk  (the  taxes  just  about  represent  the 
cream  on  a  bottle  of  milk) . 

One  hundred  and  forty-eight  different  taxes 
on  overalls. 


One  hundred  and  ninety-one  different  taxes 
on  a  fence. 

One  hundred  and  forty-two  different  taxes 
on  a  plow. 

One  hundred  and  twenty-five  different 
taxes  on  a  new  dress. 

One  hundred  and  five  different  taxes  on  a 
suit  of  clothes. 

One  hundred  and  sixty-two  different  taxes 
on  a  bottle  of  magnesia. 

Seventy-one  different  taxes  paid  by  manu¬ 
facturers  of  drugs  and  allied  industries. 

One  hundred  and  fifty-four  different  taxes 
on  a  cake  of  soap. 

Two  hundred  and  one  different  taxes  on  a 
gallon  of  gasoline  (which  tax  equals  a  $10 
bill  to  each  living  person) . 

Thus  it  is  seen  that  the  man  who,  works 
pays  the  tax  collector.  Indeed,  it  is  true 
that  taxes  are  paid  in  the  sweat  of  every 
man  who  labors.  Research  experts  of  the 
Northwestern  National  Life  Insurance  Co. 
have  found  that  a  man  supporting  a  wife 
and  two  children,  earning  $80  a  month, 
who  does  not  own  his  own  home,  pays 
indirect  or  hidden  taxes  of  approximately 
$10.29  a  month,  or  $123.48  a  year,  made 
up  as  follows: 

Eighty  dollars  monthly  pay,  less  monthly 
hidden  or  indirect  taxes  of  $10.29 


lEven  the  person  on  relief  pays  taxes] 


Item 

Cost 

per 

Percent 
of  taxes 
found 
in  cost 

Amount 
of  tax  in 

month 

dollars 

Food _ _ 

527 

18 

7.8 

$2.11 

4.70 

Shelter _ _ _ 

26.1 

Clothing . . 

9 

9.5 

.86 

Fuel  and  light _ 

0 

9.7 

.58 

Transportation  (streetcar)  — 

4 

11.  2 

.45 

Recreation . . . 

2 

10.3 

.21 

Insurance _ 

2 

3.5 

.07 

Sundries  and  miscellaneous. 

12 

10.9 

1.31 

Total . 

80 

12.9 

10. 29 

Annually. . . 

£60 

12.9 

123. 48 

Mr.  Chairman,  the  whole  tax  structure 
now  existing  in  the  United  States  cover¬ 
ing  Federal,  State  and  local  taxation  is  so 
complicated,  overlapping,  and  unscien¬ 
tific  that  the  Congress  should  cause  a 
complete  study  to  be  made  of  the  entire 
framework  of  taxation  and  enact  legisla¬ 
tion  that  will  provide  for  an  equitable 
distribution  of  taxes  based  on  the  ability 
to  pay,  avoiding  overlapping  and  duplica¬ 
tion  so  far  as  possible,  so  as  to  provide 
ample  revenues  for  the  various  units  of 
government,  without  drying  up  the 
sources  of  tax  revenue  and  wrecking 
our  economy.  With  this  end  in  view  I 
have  introduced  H.  R.  5196,  and  com¬ 
mend  it  to  the  consideration  of  my  col¬ 
leagues  in  connection  with  this  whole  tax 
problem.  The  power  to  tax  is  the  power 
to  destroy.  Let  us  take  heed  lest  we 
destroy  our  own  democracy  through 
reckless  spending  and  waste. 

A  few  years  ago  a  survey  showed  two- 
thirds  of  our  American  families  had  on 
an  average  only  $69  income  per  month  to 
support  an  entire  family.  In  1913  only 
8.2  percent  of  the  total  national  income 
was  required  for  Federal,  State,  and  local 
taxes,  and  in  1939  it  had  increased  to 
28.8  percent  and  the  per  capita  public 
debt  has  now  increased  to  $369.  The 
ever-increasing  load  of  taxes  is  shown  by 
the  following  table: 


Government  expenditures  and  national  in¬ 
come,  fiscal  years  1913  and  1923-39 


Year 

National 
income 
in  bil¬ 
lions  of 
dollars 

Governmental  expenditures 

Amounts 
in  mil¬ 
lions  of 
dollars 

Percent  ofnational  income 

All  gov¬ 
ernmen¬ 
tal  ex¬ 
pendi¬ 
tures 

Fed¬ 

eral 

State 

and 

local 

1913... 

35.4 

2, 919 

8.  2 

2.0 

6.3 

1923... 

64.6 

8,850 

13.7 

4.7 

9.0 

1924... 

69.3 

9,  395 

13.6 

4.1 

9.5 

1925... 

71.7 

9,  869 

13.8 

3.9 

9.9 

1926... 

75.3 

10, 113 

13.4 

3.7 

9.7 

1927... 

75.8 

10,  453 

13.8 

3.6 

10.2 

1928... 

77.2 

10,  972 

14.2 

3.6 

10.6 

1929... 

80.9 

11,611 

14.  4 

3.7 

10.7 

1930... 

75.9 

11,943 

15.7 

4.2 

11.6 

1931... 

61.7 

12,  390 

20.1 

5.8 

14.3 

1932... 

47.2 

13, 129 

27.8 

9.4 

18.4 

1933... 

41.3 

11,  284 

27.  3 

9.2 

18.1 

1934... 

46.6 

13,  604 

29.2 

12.8 

16.4 

1935... 

53.  7 

15,011 

28.0 

12.9 

15.0 

1936... 

61.0 

17,  009 

27.  9 

14.1 

13.8 

1937... 

68.  6 

17,  187 

25.1 

12.  2 

12.8 

1938... 

68.0 

17,  050 

25. 1 

11.1 

14.0 

1939... 

66.3 

19, 100 

28.8 

13.8 

15.0 

Our  tax  burden  will  continue  to  mount 
skyward.  This  tax  bill  is  only  a  begin¬ 
ning. 

Mr.  Chairman,  we  must  provide  for 
national  defense,  and  we  must  vote  taxes 
to  pay  the  bill.  I  believe  the  American 
people  are  willing  to  be  taxed  for  na¬ 
tional  defense  if  the  money  is  honestly 
expended  for  defending  America  and  is 
not  spent  in  prosecuting  wars  of  inter¬ 
vention  in  foreign  lands  beyond  the 
Americas. 

KEEP  TAX  DOLLARS  FIGHTING  AT  HOME 

Mr.  Chairman,  the  appropriations,  au¬ 
thorization,  and  recommendations  for 
national  defense  have  now  reached  50 
billions  of  dollars.  The  American  people 
have  not  complained  of  this  expense  for 
national  defense  of  our  own  country  and 
financial  aid  to  Britain.  The  American 
people,  however,  are  opposed  to  using 
their  resources  for  our  fighting  in  for¬ 
eign  wars.  The  great  majority  of  the 
American  people  are  opposed  to  the 
United  States  entering  the  war  now  rag¬ 
ing  overseas  as  a  belligerent.  A  recent 
poll  under  the  direction  of  President 
Hutchins,  of  Chicago  University,  showed 
74.7  percent  of  our  people  opposing  our 
entry  into  the  war.  By  a  ratio  of  12  to  5 
it  showed  our  people  believed  the  Con¬ 
gress  and  not  the  President  should  de¬ 
cide  whether  the  United  States  should 
take  action  likely  to  start  a  shooting  war. 
President  Roosevelt  himself  promised  the 
American  people,  October  23,  1940,  in 
speaking  in  Philadelphia: 

We  are  arming  ourselves,  not  for  any  pur¬ 
poses  of  conquest  or  intervention  in  foreign 
disputes.  I  repeat  that  I  stand  on  the  plat¬ 
form  of  our  party :  “We  will  not  participate  in 
foreign  wars,  and  we  will  not  send  our  Army, 
naval,  or  air  forces  to  fight  in  foreign  lands 
outside  of  the  Americas  except  in  case  of 
attack.” 

The  President,  in  a  message  to  the 
Congress  July  10,  1940,  solemnly  told  us: 

That  we  are  opposed  to  war  is  known  not 
only  to  every  American  but  to  every  govern¬ 
ment  in  the  world.  We  will  not  use  our 
arms  in  a  war  of  aggression;  we  will  not  send 
our  men  to  take  part  in  European  wars. 
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On  October  30,  1940,  in  Boston,  the 
President  gave  this  further  assurance  to 
the  American  fathers  and  mothers: 

And  while  I  am  talking  to  you  fathers  and 
mothers,  I  give  you  one  mere  assurance.  I 
have  said  this  before,  but  I  shall  say  it  again, 
and  again,  and  again,  your  boys  are  not  going 
to  be  sent  into  any  foreign  wars. 

Relying  upon  the  will  ol  the  American 
people  and  the  solemn  assurance  of  our 
President,  we  in  the  Congress  voted  these 
huge  sums  and  are  now  voting  for  these 
billions  of  new  taxes  foi  national  de¬ 
fense — not  for  intervention,  not  for  for¬ 
eign  wars,  not  for  sending  “our  men  to 
take  part  in  European  wars,”  but  solely 
for  the  defense  of  America. 

Mr.  Chairman,  in  common  with  my 
colleagues  in  the  Congress,  I  want  to  see 
the  Axis  Powers  defeated  in  their  ruth¬ 
less  attempt  to  subjugate  the  Old  World. 
I  want  to  see  aggression  defeated  and 
freedom  enthroned.  To  that  end  we 
have  given  and  are  continuing  to  give  all 
aid  possible  to  Britain  without  engaging 
as  a  belligerent  in  the  war.  We  must 
not  forget,  however,  we  have  our  own 
Western  Hemisphere  to  defend.  We 
must  not  do  anything  that  will  hinder  us 
in  keeping  America  first  in  all  our  efforts 
for  national  defense  We  must  keep 
faith  with  the  American  fathers  and 
mothers  and  these  American  boys  drafted 
into  the  service.  Their  President  prom¬ 
ised  them  that  they  would  not  be  sent 
out  in  a  war  of  intervention,  that  they 
would  not  be  sent  into  any  foreign  war, 
that  they  would  not  be  sent,  in  the  Army, 
naval,  and  air  forces,  to  fight  in  foreign 
lands  outside  the  Americas,  except  in  case 
of  attack.  We  also  promised  them  when 
they  were  drafted  that  they  were  called 
for  training  for  1  year  only,  at  the  expira¬ 
tion  of  which  they  would  be  permitted  to 
return  home  to  continue  their  schooling 
or  to  resume  their  various  occupations. 
We  must  not  break  our  word  to  them. 
Else  their  faith  in  the  integrity  of  their 
Government  they  have  been  called  to  de¬ 
fend  will  be  shattered.  After  their  dis¬ 
charge,  they  will  continue  to  be  enrolled 
in  the  Reserves,  sunject  to  call  by  the 
President  any  time.  Now,  however,  not¬ 
withstanding  these  pledges  accepted  by 
these  men  in  uniform,  in  good  faith,  it  is 
proposed  to  repudiate  these  solemn 
pledges  and  force  these  boys  into  un¬ 
limited  service  in  the  Regular  Army.  It 
is  also  proposed  by  a  bill  now  pending  in 
the  Senate  that  notwithstanding  the 
provisions  of  any  other  law,  the  President 
may — 

employ  all  members  and  units  of  the  Army 
of  the  United  States  *  *  *  in  such  man¬ 

ner  and  in  such  places,  either  within  or  be¬ 
yond  the  limits  of  the  Western  Hemisphere, 
as  he  shall  deem  necessary  in  the  interest  of 
defense. 

This  will  permit  putting  American 
troops  in  European  battlefields,  sending 
them  to  fight  on  foreign  lands  outside  the 
Americas. 

Mr.  Chairman,  the  Congress  has  re¬ 
mained  continuously  in  session  since  the 
war  emergency  arose.  I  favor  it  keeping 
in  session  until  all  danger  of  involvement 
in  the  war  is  over.  The  Congress  alone 
has  power  to  declare  war  and  to  raise 
and  equip  an  army.  If  it  becomes  neces¬ 
sary  to  send  our  forces  beyond  the  Amer¬ 


icas  the  Congress  can  enact  the  legisla¬ 
tion  when  the  need  arises.  We  should 
not  provoke  attack  by  sending  them  now 
in  foreign  lands  unless  we  want  to  invite 
war. 

If  these  bills  become  law  the  pledges 
made  to  these  American  boys  by  our 
President  and  the  American  people  will 
be  thrown  out  the  window;  they  be¬ 
come  scraps  of  paper,  our  solemn  prom¬ 
ises  like  the  edicts  of  the  dictators  of 
the  Old  World,  become  empty  words, 
only  made  to  be  broken.  Let  us  shoot 
straight  with  these  young  Americans 
in  uniforms  so  that  they  will  not  lose 
their  respect  for  their  Government.  Let 
us  continue  to  maintain  here  in  America 
one  Government  that  holds  its  word 
sacred  and  inviolate. 

The  soldiers  are  denied  the  right  to 
express  their  own  opinions  on  the  pro¬ 
gram  to  retain  them  in  the  service  after 
the  expiration  of  the  year  of  their  en¬ 
listment,  as  promised  by  the  existing 
law.  However,  one  committee  of  a  com¬ 
pany  at  Fort  Meade  sent  this  message 
to  a  Senator: 

We  believe  that  such  forced  reenlistment 
breaks  faith  with  the  people  of  the  United 
States  and  the  soldiers  who  have  willingly 
given  1  year  of  their  lives  to  their  country. 
We  gave  up  good  positions  in  civilian  life 
to  serve  our  country  1  year. 

The  enlistments  were  staggered  and 
the  selectees  will  be  mustered  out  in  the 
same  fashion.  The  approximately  600,- 
000  draftees  now  in  service  entered  the 
Army  in  this  fashion: 


November. 

December 

January... 

February., 

March _ 

April _ 

May _ 

June _ 


13,  806 
5,521 
73,  633 
90,  238 
153, 159 
123, 207 
56,  896 
79, 522 


We  want  to  maintain  our  Army  to  its 
full  strength  and  also  keep  faith  with 
the  draftees.  If  provision  were  made  for 
voluntary  reenlistment  it  is  believed  a 
sufficient  number  would  remain  in  serv¬ 
ice  to  maintain  the  morale  as  well  as 
the  efficiency  of  the  Army.  If  forced 
to  remain  against  their  will  and  in  vio¬ 
lation  of  the  pledge  made  to  them,  the 
morale  of  the  Army  is  bound  to  be  placed 
in  jeopardy. 

General  Marshall  has  already  an¬ 
nounced  that  the  men  28  years  of  age 
and  over  should  be  released  in  any 
event.  We  have  already  lowered  the 
draft  age  to  28  years.  We  can  keep 
our  Army  up  to  full  efficiency  and  also 
keep  our  pledge  to  the  draftees. 

Mr.  Chairman,  I  am  not  willing  to 
spend  this  tax  money  for  intervention 
or  for  sending  our  boys  overseas  to 
fight  in  foreign  lands  beyond  the  Ameri¬ 
cas,  or  in  any  way  to  violate  the  solemn 
pledges  made  by  our  President  and  the 
Congress  that  our  boys  shall  not  be  sent 
outside  the  Americas  to  fight  in  foreign 
wars  except  in  case  of  attack. 

I  have  faith  in  America;  I  know  you, 
my  colleagues,  have  a  like  faith  in 
America.  It  is  still  the  greatest  country 
on  earth.  Any  sacrifice  we  can  make  is 
not  too  much  to  preserve  it.  We  must, 
one  and  all,  be  willing  to  tax  ourselves, 
to  workj  to  sacrifice,  to  fight,  and,  if 


necessary,  offer  our  lives  on  the  field  of 
battle  in  the  Americas  to  defend  Amer¬ 
ica.  Notwithstanding  its  faults,  America 
still  offers  more  of  liberty  and  hope  than 
any  of  the  nations  of  the  world. 

In  these  tragic  days  facing  the  world, 
with  false  prophets  and  propaganda 
abroad  in  our  land,  we  must  keep  our  feet 
on  the  ground  and  our  eyes  on  the  stars 
and,  as  did  our  fathers  of  old,  with  firm 
reliance  on  the  protection  of  Divine  Prov¬ 
idence,  renew  our  faith  and  devotion  to 
our  country  and  pledge  anew  our  lives 
and  our  fortunes  to  the  one  end  of  de¬ 
fending  and  preserving  our  America 
against  all  foes,  foreign  and  domestic. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  New  York  [Mr,  Han¬ 
cock], 

Mr.  HANCOCK.  Mr.  Chairman,  the 
provision  making  joint  income-tax  re¬ 
turns  compulsory  for  man  and  wife  is 
the  only  controversial  item  in  the  entire 
tax  bill  on  which  we  are  permitted  to 
have  a  separate  vote.  In  other  respects 
we  must  swallow  the  bill  whole,  except 
for  minor  committee  amendments,  or 
have  no  tax  bill  at  all. 

The  thoughtful  people  of  this  country 
are  worried  about  the  danger  of  finan¬ 
cial  collapse.  We  do  not  know  how  big  a 
debt  we  may  safely  incur  or  how  heavy 
a  tax  burden  our  people  can  carry,  but 
we  do  know  there  are  limits.  Increased 
expenditures  are  essential  if  our  armed 
defenses  are  to  be  made  adequate  and 
increased  revenues  must  be  obtained  if 
national  bankruptcy  is  to  be  avoided.  In 
these  critical  times,  waste,  inefficiency, 
and  graft  in  government  and  uncon¬ 
scionable  profits  and  lack  of  cooperation 
on  the  part  of  industry  and  labor  are 
little  short  of  treason. 

Much  as  I  dislike  many  of  the  pro¬ 
visions  of  this  bill,  I  feel  I  must  vote  for 
it.  I  cannot  justify  myself  in  voting  for 
large  national-defense  appropriations 
and  against  the  only  bill  of  the  session  to 
raise  at  least  a  part  of  the  funds  re¬ 
quired.  I  will  vote  for  it  in  the  hope  that 
as  a  result  of  Senate  amendments  and 
conference  many  of  its  inequalities  will 
be  corrected. 

The  Ways  and  Means  Committee  has 
worked  long  and  diligently  on  this  ardu¬ 
ous  task.  We  owe  them  our  gratitude 
and  our  sympathy  for  their  labors.  The 
unfairness  of  singling  out  such  common 
business  and  household  articles  as  busi¬ 
ness  machines,  electrical  appliances, 
washing  machines,  refrigerators,  luggage, 
photographic  apparatus,  and  so  forth, 
for  substantial  excise  taxes,  while  tens  of 
thousands  of  other  articles  no  more  es¬ 
sential  are  not  taxed,  must  be  apparent 
to  our  taxing  authorities,  and  as  our  tax 
problem  grows  more  acute,  they  must 
come  closer  to  the  conclusion  that  a  mod¬ 
erate  manufacturers’  sales  tax  on  every¬ 
thing  except  the  simple  necessities  of  life, 
with  a  high  tax  on  luxuries,  is  the  only 
fair  and  satisfactory  solution.  There  will 
be  less  public  resistance  to  a  small  tax 
on  many  articles  than  to  a  large  tax  on 
a  few  and  it  will  produce  far  more  reve¬ 
nue. 

The  proposed  mandatory  joint-income- 
tax  return  for  husband  and  wife  is  the 
most  indefensible  provision  in  the  bill. 
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Under  it  a  man  and  woman  with  incomes 
of  their  own.  earned  or  otherwise,  will 
upon  marriage  be  subjected  to  higher 
taxes  than  as  single  individuals,  because 
for  tax  purposes  tljey  will  be  required  to 
add  their  incomes  together  and  pay  the 
surtax  rate  on  their  combined  incomes. 
Each  spouse  will  have  to  pay  the  rate 
reached  by  adding  the  income  of  the 
other  to  his  or  her  own.  In  tens  of 
thousands  of  cases  they  will  pay  higher 
taxes  and  higher  rates  of  tax  than  two 
crusty  old  bachelors  living  on  inherited 
wealth,  with  no  dependents  whatever, 
whose  combined  income  equals  theirs. 
It  is  clearly  a  discriminatory  provision 
against  married  couples  and  a  penalty 
on  matrimony.  It  cannot  be  justified. 

In  a, social  sense  the  family  is  a  unit, 
but  individual  property  rights  are  firmly 
established  in  this  country.  We  have 
progressed  a  long  way  from  the  time 
when  the  husband  owned  his  wife’s  prop¬ 
erty,  income,  and  services,  and  in  addi¬ 
tion  received  a  dowry  upon  marriage. 
The  proposed  provision  is  a  long  step 
backward. 

The  proponents  of  this  obnoxious  sec¬ 
tion  say  they  are  shooting  at  wealthy 
men  who  have  turned  over  to  their  wives 
substantial  amounts  of  income-bearing 
securities  in  order  to  obtain  lower  sur¬ 
tax  rates.  I  have  no  doubt  that  has  been 
dene  many  times,  but  the  men  who  did 
so  paid  large  gift  taxes  for  the  privilege 
of  dividing  their  incomes  with  their  wives. 
If,  in  spite  of  that  fact,  the  Ways  and 
Means  Committee  wishes  to  tax  the  joint 
incomes  in  such  cases,  let  them  amend 
the  law  by  providing  that  for  income- 
tax  purposes  the  income  from  gifts  from 
one  spouse  to  another  must  be  treated 
as  the  income  of  the  donor. 

It  is  also  pointed  cut  that  under  the 
present  law  a  married  man  earning  the 
entire  family  income  pays  a  larger  tax 
than  the  combined  taxes  of  a  husband 
and  wife  whose  aggregate  personal  in¬ 
comes  are  the  same  as  his.  Such  a  man 
can  file  a  joint  return  and  if  the  dispar¬ 
ity  just  mentioned  is  regarded  as  an  in¬ 
justice,  I  suggest  that  the  exemption 
given  in  joint  returns  be  increased  and 
that  it  be  reduced  in  individual  returns 
whether  filed  by  married  or  unmarried 
persons.  Greater  credit  might  also  be 
given  for  earned  income. 

I  am  sure  that  the  tax  experts  can 
work  out  a  formula  along  these  lines 
which  will  greatly  increase  revenue  from 
income  taxes  without  discriminating 
against  married  individuals. 

The  provision  as  it  now  stands  is  un¬ 
fair,  unwise,  and  contrary  to  the  sound 
public  policy  of  encouraging  and  promot¬ 
ing  family  life  in  America.  It  ought  to 
be  stricken  from  the  bill. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  New  York  [Mr.  Leonard 
W.  Hall], 

Mr.  LEONARD  W.  HALL.  Mr.  Chair¬ 
man,  I  urge  the  membership  of  the  House 
to  reject  the  mandatory  joint-return  pro¬ 
posal  and  to  reject  it  by  a  decisive  vote. 

The  debates  on  the  subject  in  the  last 
few  days  have  not  removed  the  charge 
that  this  proposed  “wedding  ring  tax”  is 
rank  discrimination,  and  also  funda¬ 
mentally,  thoroughly  unsound. 


My  position  is  already  known,  and  I 
shall  simply  highlight  the  inherent  ob¬ 
jections  to  the  proposal.  On  July  17, 
when  the  matter  was  still  before  the 
Ways  and  Means  Committee,  I  addressed 
a  formal  letter  to  Chairman  Doughton 
urging  the  elimination  of  the  item.  I 
argued  then — and  the  debates  here  since 
have  fortified  my  position — that  the 
joint-return  proposal  has  no  proper  place 
in  our  tax  scheme. 

1.  IT  WOULD  BE  A  PENALTY  TAX 

Under  the  proposal  a  husband  and 
wife  would  be  required  to  file  a  joint  re¬ 
turn,  and  because  the  tax  brackets  are 
progressive,  the  commingling  of  the  in¬ 
come  of  both  spouses  would  subject  them 
to  a  higher  tax  than  they  would  pay  if 
they  were  not  married.  Obviously,  the 
fact  of  marriage  here  has  the  effect  of 
forcing  each  spouse  to  pay  a  greater  tax 
than  if  they  were  single  individuals. 

This  proposal,  then,  takes  advantage 
of  the  marriage  status  as  a  revenue 
source  And  that  is  why,  rightly  enough, 
it  has  been  called  a  tax  on  marriage. 
Without  the  marriage  status  the  higher 
tax  is  absent;  with  it,  it  is  present. 
Therefore  it  becomes  a  penalty  tax. 

2.  IT  WOULD  PUT  MARRIED  PERSONS  IN  A  CLASS 

APART 

The  penalty  in  this  case  springs  from 
inequality  Either  spouse  while  thor¬ 
oughly  independent  of  the  other  for  every 
purpose  of  property  ownership  and  man¬ 
agement  in  most  of  our  States,  for  Fed¬ 
eral  tax  purposes  would  be  put  in  a  spe¬ 
cial,  a  new  category.  We  will  have  a 
new  income-tax  class,  the  marriage  in¬ 
come-tax  class,  or  what  not.  Even  in¬ 
come-tax  statistical  methods  will  have  to 
be  changed  in  order  to  conform  to  the 
new  set-up.  Surely  no  one  will  advance 
the  idea  that  at  the  time  the  income-tax 
amendment  was  adopted  we  would  ever 
develop  the  income-tax  law  to  the  point 
where,  in  order  to  gain  additional  reve¬ 
nue,  we  would  set  up  the  sort  of  fictitious 
status  inherent  in  this  proposal.  If  we 
can  put  husbands  and  wives  in  a  special 
tax  status,  then  we  can;  perhaps,  also 
put  common-type  industries  in  special 
tax  categories,  and  so  forth. 

3.  IT  WOULD  STIMULATE  THE  STATES  TO  FOLLOW 

SUIT 

Disagreeable  as  it  may  be  to  have  the 
contemplation,  we  are  now  only  at  the 
threshold  of  greater  and  greater  taxes. 
The  prodigious  sums  being  expended  to¬ 
day  will  be  progressively  increased;  and 
should,  unhappily,  we  be  forced  into  the 
present  war,  the  burdens  of  expenditures 
and  the  taxes  that  would  sustain  them 
will  mount  to  even  more  huge  figures.  It 
would  be  a  bit  naive  to  expect  that  in 
the  general  situation  before  us,  State 
taxes  will  remain  at  their  present  levels. 
The  pressure  for  additional  revenue  will 
be  as  well  on  the  States,  counties,  and 
municipalities.  New  sources,  new  tax 
fields,  will  be  searched  out,  and  imagi¬ 
natively  so,  too.  I  think  it  follows  that 
the  precedent  established  by  Federal  law, 
if  the  joint-return  proposal  is  adopted, 
would  be  quickly  availed  of  in  many 
States,  even  though  its  adoption  might 
force  reappraisal  of  their  present  separate 
property-tax  laws.  The  refusal  of  the 
new  and  easy  dollar  that  would  be  avail¬ 
able  to  the  States  under  the  joint-return 


proposal  would  come  hard.  Were  the 
States  to  follow  suit,  some  very  unfortu¬ 
nate  results  might  easily  be  expected. 
Obviously,  too,  here  also  would  there  be 
extensive  litigation  resulting,  not  to  men¬ 
tion  the  condition  of  discrimination  that 
would  result  where  certain  States  adopt¬ 
ed  the  joint  return  and  others  did  not, 
giving  to  the  latter  the  very  attractive 
opportunity  to  invite  new  residents  into 
their  States,  with  their  chambers  of  com¬ 
merce  beckoning  new  residents  to  “Come 
into  our  State;  no  tax  on  marriage.” 

4.  IT  WOULD  PROVOKE  EXTENSIVE  ANTAGONISMS 
AND  LITIGATION 

I  have  found  little  doubt  among  my 
colleagues  that  if  the  joint-return  pro¬ 
posal  is  enacted  into  law  it  will  be  bit¬ 
terly  assailed  in  the  courts.  There  is 
certainly  a  strong  possibility,  if  not  prob¬ 
ability,  that  the  Supreme  Court  would 
hold  the  joint-return  provision  uncon¬ 
stitutional. 

The  committee  is  aware  of  the  case  of 
Hoeper  v.  Tax  Commission  (284  U.  S.  206 
(1931)),  where  the  point  involved  was 
the  legality  of  a  Wisconsin  tax  statute 
which,  as  I  see  it,  posed  substantially  the 
issue  contained  in  the  presently  proposed 
joint  income-tax-return  proposal. 

The  Supreme  Court  held  the  Wiscon¬ 
sin  statute  unconstitutional,  and  the  fol¬ 
lowing  is  a  short  quotation  from  Mr. 
Justice  Roberts,  who  delivered  the  opin¬ 
ion  of  the  Court: 

We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it 
income. 

In  the  case  of  Helvering  v.  City  Bank 
Co.  (286  U.  S.  85)  an  analogous  question 
was  presented.  The  Supreme  Court  rati¬ 
fied  the  reasoning  in  the  Hoeper  case 
and  said: 

There  are,  however,  limits  to  the  power  of 
Congress  to  create  a  fictitious  status  under 
the  guise  of  supposed  necessity.  Thus  it  has 
been  held  that  an  act  creating  a  conclusive 
presumption  that  a  gift  made  within  2  years 
prior  to  death  was  made  by  the  donor  in 
contemplation  of  death,  and  requiring  the 
value  of  the  gift  to  be  included  in  computing 
the  estate  of  the  decedent  subject  to  trans¬ 
fer  tax,  is  so  grossly  unreasonable  as  to  violate 
the  due  process  clause  of  the  fifth  amend¬ 
ment.  In  the  same  category  falls  a  statute 
seeking  to  tax  the  separate  income  of  a 
wife  as  income  of  her  husband. 

Surely  there  is  the  reasoning  here  by 
the  Supreme  Court  that  a  State  may  not 
gage  a  tax  on  one  spouse  by  adding  to  it 
the  income  of  the  other.  Here  is  an  in¬ 
dex  of  how  a  Federal  law  to  the  same 
import  would  be  viewed; 

The  Ways  and  Means  Committee  had 
available  to  it,  I  know,  expert  counsel  on 
the  question  of  the  legality  of  the  joint- 
return  proposal  and  is  aware  of  the  many 
other  cases  bearing  on  the  question. 
But  I  submit  that  there  is  no  certainty 
that  the  Supreme  Court  would  sustain 
the  provision.  To  legislate  the  provision 
in  the  light  of  its  possible  unconstitution¬ 
ality,  in  the  face  of  the  harassments  and 
antagonisms  it  will  provoke,  and  without 
any  real  confidence  that  the  Government 
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will  in  the  end  get  the  three-hundred- 
million-odd-dollar  revenue  expected, 
would  to  my  mind  be  most  injudicious. 

5.  IT  IS  HOSTILE  TO  OUR  DEMOCRATIC  CONCEPTS 

In  the  Hoeper  case,  referred  to.  Justice 
Roberts  found  that  under  the  laws  of  the 
State  of  Wisconsin — and  they  are  sub¬ 
stantially  the  same  in  many,  many  other 
States — women  have  the  same  rights  as 
men  in  the  exercise  of  suffrage,  freedom 
of  contract,  choice  of  residence  for  voting 
purposes,  jury  service,  holding  office, 
holding  and  conveying  property,  care  and 
custody  of  children,  and  in  all  other  re¬ 
spects;  that  the  wife’s  real  estate  and  its 
rents,  issues,  and  profits  are  her  sole  and 
separate  property  as  if  she  were  unmar¬ 
ried  and  are  not  subject  to  the  disposal  of 
her  husband;  and  that  the  individual 
earnings  of  every  married  woman  are  her 
separate  property  and  are  not  subject  to 
his  control  or  liable  for  his  debts. 

And  the  Court  said: 

It  may  be  doubted  by  some,  aside  from  ex¬ 
press  constitutional  restrictions,  whether  the 
taxation  by  Congress  of  the  property  of  one 
person,  accompanied  with  an  arbitrary  provi¬ 
sion  that  the  rate  of  tax  shall  be  fixed  with 
reference  to  the  sum  of  the  property  of  an¬ 
other,  thus  bringing  about  the  profound  in¬ 
equality  which  we  have  noticed,  would  not 
transcend  the  limitations  arising  from  those 
fundamental  conceptions  of  free  government 
which  underlie  all  constitutional  systems. 

We  have  no  doubt  that,  because  of  the 
fundmental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income  by 
reference  to  the  property  or  income  of  another 
is  contrary  to  due  process  of  law  as  guaran¬ 
teed  by  the  fourteenth  amendment.  That 
which  is  not  in  fact  the  taxpayer’s  income 
cannot  be  made  such  by  calling  it  income. 

The  progress,  the  benefits,  mentioned 
by  Mr.  Justice  Roberts,  are  part  of  our 
growth  as  a  Nation. 

They  are  part,  really,  of  our  system, 
of  our  free  government,  of  our  demo¬ 
cratic  philosophy. 

The  joint-return  proposal,  no  matter 
what  the  legalistic  answer  to  its  correct¬ 
ness,  is  thoroughly  repugnant  to  our 
system.  It  is  strained,  unnatural,  and 
thoroughly  out  of  keeping  with  the  in¬ 
tent  of  the  income-tax  policy. 

Were  I  to  seek  to  summarize  my  en¬ 
tire  view  of  the  proposal  in  one  word,  I 
would  characterize  it  as  simply  unjust. 
That  tells  the  whole  story. 

No  open  hearings  were  held  by  the 
Ways  and  Means  Committee  on  the  pro¬ 
posal.  Neither  the  people  nor  the  tax 
authorities  of  the  various  States  had  any 
opportunity  of  representing  their  views, 
to  state  the  effects  and  repercussions  it 
might  have  on  their  own  personal  situa¬ 
tions  or  systems. 

I  feel  that  the  Ways  and  Means  Com¬ 
mittee  may  feel  it  was  driven  to  the  joint 
return  because  of  the  inexorable  neces¬ 
sity  of  finding  revenue  for  the  defense 
program.  I  cannot  believe  but  that  it 
would  have  been  glad  to  find  another 
tax  source.  It  is  appreciated  that  the 
committee  has  been  most  painstaking  in 
its  study  of  the  general  tax  proposal. 
Personally,  I  am  keenly  conscious  of  the 
tremendous  labors  it  spent  on  the  sub¬ 
ject;  and  while  people  generally  may  not 
appreciate  this,  it  is,  nevertheless,  a  fact 
that  we  all  know  here. 


As  I  have  pointed  out,  I  am  convinced 
that  this  item  should  be  stricken,  and  I 
realize  that,  if  this  is  done,  the  Ways 
and  Means  Committee  will  have  to  re¬ 
sume  its  struggle  to  find  the  needed 
$300,000,000.  But  the  implications  of 
the  proposal  are  so  serious,  so  broad,  as 
thoroughly  to  justify  this  request.  In 
any  event,  deferment  of  the  item  would 
be  indicated  until  such  future  time  that 
the  committee  is  in  a  position  to  invite 
public  expression  of  views. 

Taxes,  when  once  legislated,  are  rarely 
lifted  or  softened.  The  joint-return 
proposal,  however,  is  not  simply  a  tax. 
It  is  a  radical  departure  in  policy;  it 
would  create  a  new  principle  in  taxa¬ 
tion;  it  would  establish  a  new  tax  class. 
It  is  vitally  essential  that  the  principles 
underlying  our  tax  structure  be  correct 
and  just.  If  we  set  into  our  tax  struc¬ 
ture  this  stone  of  the  joint  return,  I  am 
afraid — unless  the  Supreme  Court  voids 
the  law — that  it  will  be  long  years  be¬ 
fore  it  is  taken  out.  And  antagonisms 
and  consequences  will  be  brought  into 
play  that  will  be  with  us  for  a  long  time. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  6  minutes  to  the  gentlewoman  from 
Ohio  [Mrs.  Bolton], 

Mrs.  BOLTON.  Mr.  Chairman,  I  take 
advantage  of  this  opportunity  to  speak 
for  a  moment  in  the  matter  of  my  own 
and  what  I  am  sure  is  other  Members’ 
appreciation  of  the  work  which  the  Ways 
and  Means  Committee  has  done  in  its 
long  preparation  of  this  tax  bill.  It  was 
a  most  arduous  task  and  a  rather  thank¬ 
less  one,  on  the  whole,  because  no  matter 
what  they  bring  us  we  are  going  to  think 
it  is  wrong  somewhere.  Everybody  is 
going  to  criticize  both  them  and  the  Con¬ 
gress  if  we  pass  it,  and,  of  course,  we  will 
pass  it. 

But  I  am  particularly  glad  to  have  the 
opportunity  to  express  my  own  appreci¬ 
ation  of  the  work  of  these  committee 
members  and  my  own  deep  regard  for 
the  chairman.  I  know  that  you  share 
with  me  for  him  a  very  warm  affection. 

I  think  the  committee  must  have  had 
a  rather  distressing  time  facing  the 
realities  of  the  situation  today.  It  per¬ 
haps  has  brought  home  to  them  the  tre¬ 
mendous  expenditures  that  have  been 
ours  during  the  past  few  years,  for  the 
time  has  come  when  we  have  to  pay  the 
piper.  We  have  to  find  a  way  to  pay  him. 
We  have  to  dig  deep  into  everybody’s 
pocket.  We  have  to  find  every  conceiva¬ 
ble  way  of  getting  money  to  make  good 
these  bills  that  we  owe. 

Those  of  us  who  sit  on  the  minority 
side  of  the  aisle  have  for  many  years  tried 
to  bring  a  little  more  sanity  into  expen¬ 
ditures.  We  are  so  glad  that  now  you 
are  going  to  want  that  sanity,  too,  and 
we  hope  it  may  make  for  great  coopera¬ 
tion  between  the  two  sides  of  the  aisle, 
that  we  may  all  use  a  great  deal  better 
judgment  in  what  we  appropriate  and 
the  way  we  control  its  expenditure.  I 
congratulate  you. 

I  take  very  seriously  my  responsibility 
here  in  the  House,  particularly  toward 
the  future,  for,  as  you  know,  beyond 
everything  else  they  have  to  do  in  the 
world  women  are  concerned  with  the 
future.  It  is  up  to  us  to  see  to  it  that 


there  are  children,  that  they  have  edu¬ 
cation,  that  they  are  cared  for,  that  we 
hold  for  them  a  world  where  they  can 
live  decently. 

I  am  impersonal  about  it  all  because 
this  section  cannot  affect  me  in  any  way. 
But  because  I  feel  very  strongly  on  the 
subject  I  am  supporting  the  amendment 
to  eliminate  the  section  from  the  bill. 
I  am  happy  that  it  is  being  given  an  op¬ 
portunity  to  eliminate  itself,  for  it  at¬ 
tacks  the  very  fountain  and  root  of  Amer¬ 
ican  life,  which  is  the  family.  We  be¬ 
lieve  in  the  family.  When  other  Mem¬ 
bers  say  this  section  does  not  jeopardize 
the  family  I  beg  to  differ  with  them. 
England  is  held  up  to  us  at  this  juncture. 
If  you  go  into  the  English  experience 
you  will  note  that  over  there  they  had 
to  resort  to  taxing  bachelors  because 
marriage  did  not  go  so  well  with  this 
sort  of  tax. 

Many  of  you  have  been  judges,  many 
of  you  have  perhaps  sat  in  divorce  courts 
and  rendered  judgment,  many  others  of 
you  have  been  lawyers  in  divorce  cases. 
You  cannot  sidestep  that  whole  side  of 
this  question  quite  as  lightly,  gentle¬ 
men,  as  you  do.  I  assure  you  that  it  is 
very,  very  serious.  Have  you  no  realiza¬ 
tion  of  the  gallantry  with  which  the  men 
and  women  of  this  country  are  keeping 
roofs  over  the  heads  of  their  children  and 
trying  to  make  them  look  and  feel  like 
hemes?  And  do  you  think  this  is  not 
going  to  be  something  in  the  nature  of 
a  last  straw  to  a  great  many?  I  assure 
you  you  cannot  sidestep  this  so  lightly. 
Nor  can  you  sidestep  the  problem  that 
is  immediately  created  in  a  time  when 
traditions  of  every  kind  are  being  thrown 
on  the  ash  heap.  What  are  traditions 
worth  today?  Very  little.  God  did  not 
make  marriage.  He  made  men  and 
women  and  man  made  the  marriage  tra¬ 
dition.  As  we  are  still  men  and  women, 
are  you  so  certain  that  marriage  is  going 
to  be  so  safe?  It  seems  to  me  a  very 
serious  thing  for  us  to  contemplate  penal¬ 
izing  the  great  fundamental  institution 
that  makes  us  what  we  are,  a  great 
Nation. 

I  would  ask  you  to  think  very  seriously 
of  these  matters.  Nor  can  you  quite  side¬ 
step  as  lightly  as  other  speakers  have  done 
the  fact  that  it  does  take  woman  out  of 
the  place  she  has  earned  after  many, 
many,  long,  long  years.  Mr.  Chairman, 
in  Ohio  it  was  not  until  the  last  of  the 
eighties  that  a  woman  had  the  right  to 
her  property.  You  are  jeopardizing  this 
right  whether  you  see  it  or  not.  My  re¬ 
gret  is  that  some  of  you  whom  I  love  very 
deeply  and  whom  I  have  admired  for  a 
great  many  years  seem  to  have  a  blind 
spot  in  this  regard.  But  I  hope  very 
much  you  will  permit  the  clouds  to  roll 
away  and  the  vision  of  the  realities  of 
human  life  to  touch  you  and  make  you 
conscious  that  if  we  do  not  take  this  sec¬ 
tion  out  of  this  tax  law  we  do  jeopardize 
the  homes  of  America. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Oklahoma  [Mr.  Disney]. 

Mr.  DISNEY.  Mr.  Chairman,  pay  day 
is  at  hand.  This  is  pay  day.  Nobody  likes 
pay  day  except  those  who  are  getting 
paid.  Congress  is  called  upon  now  to  pay 
the  bills  it  has  incurred.  It  refused  to  cut 
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down  nondefense  items  by  a  billion  dol¬ 
lars,  as  the  Treasury  recommended,  and 
is  now  confronted  with  the  question: 
“Where  are  you  going  to  get  the  money?” 
This  item  concerning  joint  returns  by 
husband  and  wife  involves  $323,000,000, 
which  about  95  percent  of  the  taxpayers 
have  carried  for  the  other  5  percent.  It 
is  proposed  by  the  amendment  that  the 
95  percent  still  carry  the  load.  That  is 
the  sole  issue  involved  in  this  amend¬ 
ment,  but  an  additional  issue  haunts  you 
like  Eanquo’s  ghost,  and  it  immediately 
presents  itself,  “To  what  source  are  you 
going  to  go  for  the  money — you  who 
have  the  power  and  the  responsibility  to 
take  $323,000,000  out  of  this  bill  in  favor 
of  a  small  class  and  place  the  burden  on 
the  larger  class?” 

The  trail  inevitably  leads  back  to  page 
17  of  the  committee  report.  If  you  will 
look  at  it,  it  means  that  a  man  with  a 
$10,000  income  shall  pay  $1,166  under  the 
terms  of  this  bill  and  the  man  and  wife 
who  splits  it  pay  $380.  Look  at  column  A 
of  this  table  and  you  will  find  that  in 
order  to  take  up  the  slack  you  will  be  com¬ 
pelled  to  put  an  annual  tax  of  $1,628  on 
the  man  of  the  $10,000  income  instead  of 
$1,166.  You  have  an  opportunity  to  im¬ 
pose  a  greater  load  on  95  percent  of  the 
other  taxpayers  in  order  to  perpetuate  the 
5  percent  in  enjoyment  of  a  privileged 
tax  status,  or  to  forever  put  the  ban  of 
illegality  on  the  now  legal  tax  avoidance 
of  millions  in  taxes  by  those  most  able 
to  pay. 

At  the  very  last  moment  the  President 
throws  a  pot  shot  into  the  whole  pro¬ 
cedure  by  a  letter  addressed  to  the  chair¬ 
man  of  the  committee,  and  the  House 
leadership  is  actively'  working,  all  dead 
set  to  defeat  the  bill  itself.  It  is  an 
onerous  task  to  present  a  bill  on  the  floor 
under  these  circumstances.  Mr.  Chair¬ 
man,  it  looks  like  somebody  sold  the  Presi¬ 
dent  a  bill  of  goods.  You  will,  of  course, 
read  the  President’s  letter,  and  you  ought, 
by  all  means,  to  read  it,  and  to  read  the 
reply  of  the  gentleman  from  North  Caro¬ 
lina  tMr.  DoughtonL 

You  will  observe  by  reading  the  Presi¬ 
dent’s  letter,  with  the  letter  from  the 
Treasury,  that  the  Treasury  letter  dis¬ 
cusses  only  two  subjects — mandatory 
joint  returns  and  excess  profits.  The 
President’s  letter  includes  a  third — 
lowering  the  exemptions  and  broadening 
the  base.  Since  the  real  issue  in  dispute 
is  mandatory  joint  returns  by  the  hus¬ 
band  and  wife,  evidently  the  inclusion  in 
the  President’s  letter  of  the  other  two 
subjects  was  not  necessary,  because  the 
first  subject,  excess-profits  taxes,  has 
been  repeatedly  disposed  of  by  the  com¬ 
mittee,  and  the  Treasury  itself  opposed 
the  broadening  of  the  base  and  the  lower¬ 
ing  of  the  exemptions  in  unmistakable 
language  on  pages  56  and  57  of  the  hear¬ 
ings  of  this  bill,  at  which  point  Assistant 
Secretary  of  the  Treasury  Sullivan  very 
frankly  and  positively  rejected  the  pro¬ 
posal,  stating  among  other  things,  that 
married  taxpayers  making  as  little  at 
$38.46  a  week  are  required  to  file  a  return 
and  unmarried  taxpayers  making  $15.38 
per  week  must  file  a  tax  return,  under 
present  law.  I  voted  to  broaden  the  base, 
but  the  matter  is  not  an  issue  here  in 
any  form. 


If  you  will  look  at  pages  62,  63,  and  64 
of  the  report,  you  will  find  that  in  1933 
and  1934,  Dr.  Roswell  McGill,  represent¬ 
ing  the  Treasury,  recommended  joint 
returns. 

In  1937,  the  President  submitted  a  let¬ 
ter  from  the  Secretary  of  the  Treasury 
which  says,  in  part: 

Splitting  income  two  ways,  between  hus¬ 
band  and  wife,  reduces  income  taxes  and 
leaves  the  family  income  intact. 

Then  about  the  community-property 
law: 

This  is  another  major  cause  of  revenue  loss, 
which  is  unjustifiable  because  obtained  at 
the  expense  of  taxpayers  in  the  40  States 
which  do  not  have  community-property  laws. 
A  New  York  resident  with  a  salary  of  $100,- 
000  pays  about  $32,525  Federal  income  tax;  a 
Californian  with  the  same  salary  may  cause 
one-half  to  be  reported  by  his  wife  and  the 
Federal  income  taxes  payable  by  the  two  will 
be  only  $18,626.  The  total  loss  of  revenue 
due  to  this  unjustifiable  discrimination 
against  the  residents  of  40  States  runs  into 
the  millions. 

The  President  suggests  that  substantial 
relief  should  be  granted  to  earned  income 
of  husband  and  wife.  Chairman  Dough- 
ton’s  letter,  to  my  mind,  disposes  of  this 
issue  in  this  language: 

I  would  be  surprised  if  anyone  would  be 
in  favor  of  penalizing  the  family  in  which 
the  husband  is  the  sole  breadwinner  in  favor 
of  the  family  where  the  wife  also  draws  a 
salary,  yet  this  is  exactly  what  the  Treasury 
qualification  (suggested  by  the  President) 
would  have  accomplished  if  we  had  permitted 
it  to  be  incorporated  in  our  bill. 

Gifts,  both  tax  paid  and  tax  free,  since 
1932  have  amounted  to  probably  seven 
and  one-half  billion  dollars.  Many, 
probably  most  of  these  gifts,  were  family 
transfers,  whereby  husband  and  wife 
legally  avoided  surtaxes,  and  let  the  other 
people  take  the  burden.  The  ratio  is 
about  5  percent  of  the  one  and  95  percent 
of  the  other. 

If  the  President  and  the  House  leader¬ 
ship  had  displayed  as  much  interest  and 
energy  in  cutting  nondefense  appropria¬ 
tions  as  the  House  leadership  has  dis¬ 
played  in  defeating  this  proposal  for 
joint  returns  between  husband  and  wife, 
the  cutting  of  a  billion  dollars  from  non¬ 
defense  appropriations  would  have  been 
automatic.  It  would  have  been  done  with 
no  difficulty  whatever;  however,  that  was 
not  done  either  by  the  President  or  by 
the  House  leadership.  As  a  consequence, 
the  nondefense  expenditures  go  merrily 
on  without  a  voice  being  raised  either  in 
the  House  organization  or  by  the  Presi¬ 
dent  toward  rectifying  the  situation. 

Since  the  bill  has  met  up  with  such 
unexpected  enemies,  any  Member  is 
justified  in  forming  his  own  judgment  as 
to  final  vote  on  this  bill  as  a  whole.  Mine 
will  be  a  protest  vote  against  such  pro¬ 
cedure  and  such  indifference  to  the  tax¬ 
payers  as  has  been  manifested. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
California  [Mr.  Leland  M.  Ford]. 

Mr.  LELAND  M.  FORD.  Mr.  Chair¬ 
man,  I  would  like  to  make  a  few  remarks 
in  connection  with  the  proposed  joint 
income-tax  returns  under  the  new  tax 
bill.  I  do  this  for  the  purpose  of  clearing 
the  minds  of  some  Congressmen,  who 


may  feel  that  certain  States,  particularly 
California,  have  recently  adopted  the 
community-property  law  in  order  to 
evade  and  avoid  the  income  tax  under 
the  income-tax  law.  This  is  not  true. 

I  would  like  to  go  into  the  historical 
development  of  this  community-property 
law  and  show  how  it  came  into  being  in 
California,  and  also  in  the  other  States 
of  the  South  and  West.  Certain  sections 
of  the  United  States,  particularly  the 
North  and  East,  were  developed  and 
settled  by  the  Anglo-Saxons,  and,  in  the 
absence  of  other  law,  the  English  law 
applied.  Certain  other  sections,  namely, 
the  South  and  West,  were  developed  and 
settled  by  the  Spanish,  whose  laws  pre¬ 
vailed  under  the  same  conditions.  The 
Southern  and  Western  States  of  this 
country,  particularly,  including  the  States 
of  Texas,  New  Mexico,  Arizona,  Nevada, 
California,  Washington,  and  Idaho,  have 
had  the  community-property  law  since 
the  time  of  their  respective  admissions 
into  the  Union,  and  further  than  this, 
they  have  had  it  since  the  time  of  their 
original  colonization. 

This  community-property  law  comes 
from  Spain,  where,  before  marriage,  the 
woman,  as  to  property,  was  on  an  equality 
with  the  man,  and  all  property  after 
marriage  belonged  one-half  to  the  man 
and  one-half  to  the  woman.  This  law 
was  in  force  in  Mexico  as  a  result  of  the 
Spanish  settlement,  and  after  Mexico  re¬ 
volted  from  Spain  in  1822,  the  law  still 
continued  in  force.  Then,  in  California, 
in  the  year  1848,  which  was  the  time  of 
the  American  occupation,  and  during  the 
time  that  California  was  a  republic,  and 
following  the  Guadalupe  Hidalgo  Treaty 
of  Peace  in  1848,  and  ever  since  that  time, 
everything  acquired  by  husband  and  wife 
after  marriage  was  and  is  community 
property,  owned  jointly  by  husband  and 
wife,  namely,  one-half  thereof  owned  by 
the  wife  and  one-half  thereof  owned  by 
the  husband. 

This  law,  emanating  from  Spain,  orig¬ 
inally  was  in  outstanding  contrast  with 
the  laws  of  England.  Therefore,  it  may 
be  seen  that  these  States  have  not  adopt¬ 
ed  any  laws  for  the  purpose  of  evasion 
of  the  income-tax  law,  but  that  the  com¬ 
munity-property  law  has  been  in  vogue  in 
California  and  these  other  States  since 
they  were  admitted  into  the  Union,  and 
that  that  law  has  obtained  from  the  time 
of  their  respective  colonization.  This 
law,  in  these  States,  is  as  much  a  part  of 
their  traditions  and  customs  as  the  laws 
of  the  States  having  used  as  their  basis 
the  common  law  of  England.  It  might  be 
said  that  this  law,  in  California  and  in 
these  southern  and  western  States,  went 
with  the  land. 

Were  this  joint  income-tax  return,  as 
proposed,  allowed  to  stand  or  allowed 
to  be  enacted,  this  House  would  be  vio¬ 
lating  the  elemental  rights  of  husbands 
and  wives  as  they  existed  at  the  time  of 
the  admission  of  California  and  these 
other  States  into  the  Union.  To  me,  it 
means  the  encroachment  of  the  Federal 
Government  upon  the  laws  of  these  States 
and  it  would  have  the  effect  of  destroy¬ 
ing  their  laws,  together  with  the  property 
rights  of  our  people.  These  States  were 
admitted  into  the  Union,  and  accepted 
with  these  laws,  and  I  think  their  laws 
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should  be  respected  now,  as  they  have 
been  since  each  was  admitted.  Some¬ 
thing  might  be  said — but  I  am  not  going 
to  great  length  on  this  point — as  to  the 
difference  between  the  old  Spanish  grant 
water  laws  and  riparian  rights.  There  is 
just  as  much  difference  in  these  laws  as 
there  was  in  those  other  laws,  and  this 
difference  is  brought  out  by  the  granting 
of  the  waters  of  the  Los  Angeles  River, 
at  the  dedication  of  the  city  of  Los  An¬ 
geles  in  1763.  It  may  now  be  seen  that 
these  States  have  not  enacted  any  laws 
for  the  avoidance  of  taxes. 

Both  a  man  and  a  woman,  even  though 
married,  are  still  individuals.  One  of  the 
features  of  the  income-tax  law  in  gen¬ 
eral,  and  I  believe  it  is  so  worded,  refers 
to  individual  income-tax  returns.  If  this 
is  true,  why  then  should  either  the  man 
or  the  woman  lose  their  individual  iden¬ 
tity  and  be  discriminated  against  in  that 
respect,  and,  as  a  matter  of  fact,  lose  part 
of  their  individual  liberty  under  the  Con¬ 
stitution  of  the  United  States? 

How  far  can  they  go  in  this  matter  of 
making  joint  returns?  Where  will  it 
stop?  If  a  man  and  his  wife  can  be 
forced  to  make  a  joint  return,  what  assur¬ 
ance  have  we  that  if  there  are  children 
in  the  family — sons  and  daughters  with 
an  earning  capacity — that  later  on  these 
may  not  be  forced  to  join  in  and  make  a 
joint  return?  Then,  too,  if  this  could  be 
done,  what  assurance  have  we  that  whole 
branches  of  families  may  not  be  forced  to 
make  joint  returns?  I  believe  this  is  un¬ 
constitutional,  both  with  respect  to  this 
manner  of  forcing  individuals  to  join  to¬ 
gether,  and  with  respect  to  the  destruc¬ 
tion  of  our  State  laws,  which  have  been 
the  law  of  the  land  since  the  coloniza¬ 
tion  of  these  respective  States. 

I  believe  that  this  certainly  is  dis¬ 
crimination  against  these  individuals. 
Many  of  these  individuals  have  separate 
property,  obtained  by  inheritance  or 
descent.  That  is  entirely  proper,  and 
where  this  is  the  case  these  properties 
are  so  designated  on  our  records  as 
separate  properties.  Inasmuch  as  they 
are  do  you  not  think  it  is  a  violation  of 
the  laws  of  the  land  and  the  rights  of 
the  individual  to  say  that  they  are  joint, 
and  that  a  joint  return  must  be  made? 

This  whole  thing  seems  to  me  to  bear 
much  of  the  evidence  of  a  “squeeze  play,” 
to  squeeze  more  taxes  out  of  the  tax¬ 
payers,  even  though  certain  groups  have 
to  be  discriminated  against.  I  again 
say  that  I  think  this  is  unconstitutional 
and  is  an  invasion  of  States’  rights.  If 
this  is  not  discrimination,  what,  then, 
is  it? 

The  statement  has  been  made  that  if 
this  is  knocked  out  the  surtax  on  other 
taxpayers  will  be  raised.  I  see  no  rea¬ 
son  for  this,  and  further.  1  see  no  reason 
why  every  individual  in  the  United 
States,  regardless  of  what  his  income 
may  be,  should  not  pay  his  pro  rata  of 
the  taxes.  As  things  are  now  going, 
we  have  two  classes  of  people  in  the 
United  States,  one  which  pays  income 
taxes  and  one  which  does  not.  If  tiffs 
continues  I  think  that  practical  obser¬ 
vation  will  disclose  that  wherever  a  con¬ 
dition  like  this  exists,  there  will  be  a 
constant  clamor  on  the  part  of  those  who 
do  not  pay  taxes  to  spend  money  and 


receive  benefits  and  take  it  out  of  the 
hides  of  those  who  do  pay  taxes.  I  also 
believe  that  this  is  one  of  the  reasons 
why  many  of  the  billions  have  been  spent 
by  this  Government,  as  there  is  a  de¬ 
mand  by  this  group  who  do  not  pay  taxes 
to  get  benefits  from  the  persons  who  do. 

I  believe  if  everybody  in  the  United 
States  paid  taxes,  everyone  then  would 
become  tax-cost  conscious.  This  would 
be  a  good  thing  for  every  unit  of  govern¬ 
ment,  because  then  our  people  would  be 
more  careful,  first,  of  the  things  they 
asked  for,  and  secondly,  as  to  how  the 
money  was  spent,  and  it  would  thus  en¬ 
courage  an  interest  in  government  that 
apparently,  at  this  time,  is  not  as  keen 
as  it  ought  to  be.  This  interest  cer¬ 
tainly  is  necessary  for  the  continuation 
of  a  republican  form  of  government  such 
as  we  have. 

Under  our  laws  all  of  our  people  are 
supposed  to  be  equal,  all  voters  are  sup¬ 
posed  to  be  equal,  and  all  votes  count, 
whether  you  are  President  of  the  United 
States  or  whether  you  are  an  indigent 
pauper.  All  people  receive  the  benefit 
of  the  good  things  that  our  Government 
has  and  gives  to  them.  If  a  republican 
form  of  government  is  to  exist,  then  the 
people  who  receive  these  benefits  have 
a  duty,  and  that  duty  is  to  share  in  the 
responsibilities  and  liabilities  of  citizen¬ 
ship.  I  do  not  believe  there  is  any  ques¬ 
tion  as  to  this. 

The  question  has  been  raised  as  to 
where  to  get  the  additional  three  hun¬ 
dred  and  four  millions  that  might  be 
lost  by  reason  of  cutting  cut  this  joint- 
return  item.  No  less  an  authority  than 
the  Secretary  of  the  Treasury,  Mr.  Mor- 
genthau,  has  publicly  made  the  state¬ 
ment  that  a  billion  dollars  could  be  cut 
from  our  expenses.  Why  is  this  not  a 
good  suggestion?  Another  answer  to 
this  query  is,  that  if  three  hundred  and 
four  additional  millions  are  needed,  not 
to  get  it  by  the  violation  of  the  rights  of 
these  respective  States  and  individuals, 
but  to  get  it  in  a  proper  manner. 

Another  very  important  thing  is,  that 
it  does  put  a  penalty  on  the  married  or 
family  state.  This  penalty  might  be 
manifested  in  two  ways,  first,  in  the  feel¬ 
ing  that  people  could  not  afford  to  marry 
on  account  of  income-tax  returns,  and 
secondly,  through  the  separation  of  fam¬ 
ilies,  through  encouraging  divorce  in 
families  where  they  found  themselves  no 
longer  able  to  continue  to  pay  taxes  and 
live  in  the  married  state.  I  believe  that 
this  strikes  fundamentally  at  our  civili¬ 
zation  and  I  think  we  might  just  as  well 
meet  this  fairly  and  squarely,  head  on, 
and  that  we  should  not  put  any  penalty 
on  this  family  state.  After  all,  it  is  the 
family  that  carries  on,  perpetuates  the 
race,  the  state,  and  civilization.  It  is  not 
the  single  state  that  does  this.  If  we 
did  not  have  the  family  state,  one  of 
two  things  would  happen.  The  race 
would  die  out  and  the  country  would  be 
lost;  or  you  would  do  as  they  do  in  Rus¬ 
sia,  recognize  illegitimate  children  or 
have  children  become  the  property  of 
the  state.  I  hope  the  Members  of  this 
Congress  have  not  become  so  commu- 
nistically  minded  that  they  would  ever 
think  of  such  procedure  as  a  commu¬ 
nistic  marriage  state,  or  that  they  would 


adopt  the  philosophy  under  the  pro¬ 
cedure  of  which  children  would  become 
state  children. 

I  hope,  also,  that  this  Congress  will 
demonstrate  that  it  cannot  be  domi¬ 
nated  by  the  racketeering  leadership  of 
the  C.  I.  O.  in  their  demands  for  this 
joint-income  tax.  Of  course,  many  of 
us  who  know  the  background,  not  of  the 
men  themselves,  but  of  the  communistic 
leadership  dominating  these  men,  ex¬ 
pect  this  communistic  leadership  to  come 
out  and  support  the  philosophy  of  com¬ 
munism,  whereby  the  family  would  be 
destroyed.  If  family  life  can  be  de¬ 
stroyed  in  this  country,  then  this  is  along 
the  line  of  what  is  known  as  party-line 
procedure,  and  the  subversive  interests 
wishing  this  would  be  well  pleased  and 
they  could  write  back  to  the  leadership 
in  foreign  countries  that  they  had  done 
well. 

Every  real  Democrat  and  every  real 
Republican  should  assert  himself  and 
see  that  this  encroachment  of  commu¬ 
nism  is  stopped  dead  in  its  tracks,  here 
and  now. 

One  only  has  to  read  what  has  hap¬ 
pened  to  family  life  in  Russia  if  he 
wants  to  see  what  demoralization  can 
take  place.  Therefore  I  urgently  re¬ 
quest  this  Congress  not  to  place  that 
penalty  on  the  family  state  in  this  coun¬ 
try,  and  not  to  go  along  with  the  phi¬ 
losophy  of  illegitimate,  or  state  children. 
I  would  far  rather  see  a  premium  at¬ 
tached  to  the  family  life,  because  I  be¬ 
lieve  that  with  a  sound  family  life,  we 
will  have  a  better  civilization  and  a  far 
better  country. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Wisconsin  [Mr.  Keefe! . 

Mr.  KEEFE.  Mr.  Chairfnan,  because 
the  State  of  Wisconsin  endeavored  to 
incorporate  in  its  law  some  years  ago  in 
substance  the  same  provision  that  is 
sought  to  be  incorporated  in  this  bill, 
and  because  the  Supreme  Court  of  the 
United  States  invalidated  that  Wiscon¬ 
sin  statute  in  the  case  of  Hoeper  against 
the  Tax  Commission,  and  because  the 
committee  in  its  report  on  page  22,  in 
my  opinion,  very  definitely  misstates  the 
decision  of  the  United  States  Supreme 
Court,  I  have  asked  this  opportunity  to 
present  just  exactly  what  the  United 
States  Supreme  Court  said. 

The  committee  in  its  report  states: 

But  even  If  the  Hoeper  case  be  taken  at 
its  face  value,  the  provisions  of  the  bill  do 
not  come  within  its  scope.  The  motivating 
factor  for  the  decision  in  that  case  was  the 
provision  that  each  person  whose  income 
was  included  within  the  tax  computation 
was  liable  for  the  entire  tax.  It  has  been 
pointed  out  that  the  legislation  here  under 
consideration  does  not  make  the  spouses 
jointly  and  severally  liable  for  the  entire  tax 
unless  they  so  elect.  Each  person  is  required 
to  pay  a  tax  only  upon  his  own  income  and 
not  upon  the  income  of  any  other  person. 
The  net  effect  is  merely  that  the  amount  of 
the  tax  which  he  is  required  to  pay  is  condi¬ 
tioned  by  the  fact  that  he  lives  in  an  eco¬ 
nomic  unit  which  has  other  income  accru¬ 
ing  to  it. 

For  these  reasons  it  is  concluded  that  it  is 
within  the  power  of  Congress  to  make  the 
suggested  changes  in  the  Internal  Revenue 
Code. 
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I  submit  that  this  conclusion  of  the 
committee  is  an  unfair  statement  as  to 
the  reasons  which  motivated  the  Su¬ 
preme  Court  to  render  the  decision  it 
did.  Let  me  quote  from  the  opinion  of 
the  Supreme  Court,  which  I  have  before 
me.  The  Supreme  Court  set  forth  in 
great  detail  the  status  of  married  women 
in  the  State  of  Wisconsin,  which  is  ex¬ 
actly  the  status  of  a  single  person.  I 
do  not  have  the  time  to  go  into  it.  It 
would  be  well  to  read  the  opinion  of  the 
Supreme  Court.  It  follows  with  this 
language: 

Since  then  in  law  and  in  fact  the  wife’s 
income  is  in  the  fullest  degree  her  separate 
property,  and  in  no  sense  that  of  her  hus¬ 
band.  the  question  presented  is  whether  the 
State  has  power  by  an  income-tax  law  to 
measure  his  tax  not  by  his  own  income  but 
in  part  by  that  of  another.  That  question, 
and  that  alone,  is  the  question  which  was 
decided  in  the  Hoeper  case.  This  is  what 
the  court  said  in  its  determination : 

We  have  no  doubt  that  because  of  the 
fundamental  conceptions  which  underlie  our 
system  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another,  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  is  in  fact  not  the  taxpayer's 
income  cannot  be  made  such  by  calling  it 
Income. 

The  entire  decision,  in  my  judgment, 
is  determinative  of  the  issue  here.  The 
decision  by  Justice  Roberts  follows: 

Mr.  Justice  Roberts  delivered  the  opinion 
of  the  court. 

Appellant,  a  resident  of  Marathon  County, 
Wis.,  married  in  the  year  1927.  Subsequent 
to  his  marriage  he  was  in  receipt  of  income 
taxable  to  him  under  the  income-tax  statute 
of  the  State.  His  wife,  during  the  same 
period,  received  taxable  income,  composed 
of  a  salary,  interest,  and  dividends,  and  a 
share  of  the  profits  of  a  partnership  with 
which  her  husband  had  no  connection.  The 
assessor  of  incomes  assessed  against  the 
appellant  a  tax  computed  on  the  combined 
total  of  his  and  his  wife’s  incomes  as  shown 
by  separate  returns,  treating  the  aggregate  as 
his  income.  The  amount  so  ascertained  and 
assessed  exceeded  the  sum  of  the  taxes  which 
would  have  been  due  had  their  taxable  in¬ 
comes  been  separately  assessed.  The  author¬ 
ity  for  the  assessor’s  procedure  is  found  in 
the  following  sections  of  the  act: 

Section  71.05  (2)  (d)  :  “  *  *  *  In  com¬ 

puting  taxes  and  the  amount  of  taxes  pay¬ 
able  by  persons  residing  together  as  members 
of  a  family,  the  income  of  the  wife  and  the 
income  of  each  child  under  18  years  of  age 
shall  be  added  to  that  of  the  husband  or 
father,  or  if  he  be  not  living,  to  that  of  the 
head  of  the  family  and  assesesd  to  him  ex¬ 
cept  as  hereinafter  provided.  The  taxes  lev¬ 
ied  shall  be  payable  by  such  husband  or 
head  of  the  family,  but  if  not  paid  by  him 
may  be  enforced  against  any  person  whose 
income  is  included  within  the  tax  computa¬ 
tion.” 

Section  71.09  (4)  (c)  :  “Married  persons 

living  together  as  husband  and  wife  may 
make  separate  returns  or  join  in  a  single 
joint  return.  In  either  case  the  tax  shall 
be  computed  on  the  combined  average  tax¬ 
able  income.  The  exemptions  provided  for 
in  subsection  (2)  of  section  71.05  shall  be 
allowed  but  once  and  divided  equally  and 
the  amount  of  tax  due  shall  be  paid  by 
each  in  the  proportion  that  the  average  in¬ 
come  of  each  bears  to  the  combined  average 
income.” 

Appellant  paid  the  tax  under  protest,  and 
after  complying  with  requisite  conditions 
precedent,  instituted  proceedings  to  recover 


so  much  thereof  as  was  in  excess  of  the  tax 
computed  on  his  own  separate  income.  He 
asserted  that  the  statute  as  applied  to  him 
violates  the  fourteenth  amendment.  The 
Supreme  Court  of  Wisconsin  overruled  this 
contention  and  affirmed  a  judgment  for  ap¬ 
pellees.  The  question  is  whether  the  State 
law  as  interpreted  and  applied  deprives  the 
taxpayer  of  due  process  and  of  the  equal  pro¬ 
tection  of  the  law.  The  appellant  says  that 
what  the  State  has  done  is  to  assess  and  col¬ 
lect  from  him  a  tax  based  in  part  upon  the 
income  received  by  his  wife,  and  that  such 
exaction  is  arbitrary  and  discriminatory,  and 
consequently  violative  of  the  constitutional 
guaranties. 

At  common  law  the  wife’s  property,  owned 
at  the  date  of  marriage  or  in  any  manner  ac¬ 
quired  thereafter,  is  the  property  of  her  hus¬ 
band.  Her  earnings  and  income  are  his;  he 
may  dispose  of  them  at  will,  and  he  is  liable 
for  her  debts.  Were  the  status  of  a  married 
woman  in  Wisconsin  that  which  she  had  at 
common  law,  the  statutory  attribution  of  her 
income  to  her  husband  for  income  tax  would, 
no  doubt,  be  justifiable.  But  her  spouse’s 
ownership  and  control  of  her  property  have 
been  abolished  by  the  laws  of  the  State. 
Women  are  declared  to  have  the  same  rights 
as  men  in  the  exercise  of  suffrage,  freedom  of 
contract,  choice  of  residence  for  voting  pur¬ 
poses,  jury  service,  holding  office,  holding  and 
conveying  property,  care  and  custody  of  chil¬ 
dren,  and  in  all  other  respects  Under  the 
title  “Property  Rights  of  Married  Women”  it 
is  enacted  that  a  wife’s  real  estate  and  its 
rents,  issues,  and  profits  shall  be  her  sole  and 
separate  property  as  ;f  she  were  unmarried, 
and  shall  not  be  subject  to  the  disposal  of  her 
husband;  and  this  is  true  of  her  personal 
property  as  well,  whether  owned  at  the  date 
of  marriage  or  subsequently  acquired.  She 
may  convey,  devise,  or  bequeath  her  property, 
real  and  personal,  as  if  she  were  unmarried, 
and  her  husband  has  no  right  of  disposal 
thereof,  nor  is  it  liable  for  his  debts.  Either 
spouse  may  convey  his  or  her  property  to  the 
other  or  create  a  lien  thereon  in  favor  of  the 
other.  Tlie  individual  earnings  of  every  mar¬ 
ried  woman,  except  those  accruing  from  labor 
performed  for  her  husband,  or  in  his  employ 
or  payable  by  him,  are  her  separate  property, 
and  are  not  subject  to  his  control  or  liable 
for  his  debts.  She  may  sue  in  her  own  name 
and  have  all  the  remedies  of  an  unmarried 
woman  in  regard  to  her  separate  property  or 
business  and  to  recover  her  earnings,  and  is 
liable  to  suit  and  to  the  rendition  of  a  judg¬ 
ment,  which  may  be  enforced  against  her  sep¬ 
arate  property  as  if  she  were  unmarried 

Since,  then,  in  law  and  in  fact,  the  wife’s 
income  is  in  the  fullest  degree  her  separate 
property  and  in  no  sense  that  of  her  husband, 
the  question  presented  is  whether  the  state 
has  power  by  an  income-tax  law  to  measure 
his  tax,  not  by  his  own  income  but,  in  part, 
by  that  of  another.  To  the  problem  thus 
stated,  what  was  said  in  Knowlton  v.  Moore 
(178  U.  S  41,  77)  is  apposite: 

“It  may  be  doubted  by  some,  aside  from 
express  constitutional  restrictions,  whether 
the  taxation  by  Congress  of  the  property  of 
one  person,  accompanied  with  an  arbitrary 
provision  that  the  rate  of  tax  shall  be  fixed 
with  reference  to  the  sum  of  the  property  of 
another,  thus  bringing  about  the  profound 
inequality  which  we  have  noticed,  would  not 
transcend  the  limitations  arising  from  those 
fundamental  conceptions  of  free  government 
which  underlie  all  constitutional  systems.” 

We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it  in¬ 
come.  Compare  Nichols  v.  Coolidge  (274  U.  S. 
531,  540), 
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It  is  incorrect  to  say  that  the  provision  of 
the  Wisconsin  income-tax  statute  retains  or 
reestablishes  what  was  formerly  an  incident 
of  the  marriage  relation.  Wisconsin  has  not 
made  the  property  of  the  wife  that  of  her 
husband,  nor  has  it  made  the  income  from 
her  property  the  income  of  her  husband.  Nor 
has  it  established  joint  ownership.  The  effort 
to  tax  B  for  A’s  property  or  income  does  not 
make  B  the  owner  of  that  property  or  income, 
and  whether  the  State  has  power  to  effect  such 
a  change  of  ownership  in  a  particular  case  is 
wholly  irrelevant  when  no  such  effort  has 
been  made.  Under  the  law  of  Wisconsin  the 
income  of  the  wife  does  not  at  any  moment 
or  to  any  extent  become  the  property  of  the 
husband.  He  never  has  any  title  to  it,  or 
controls  any  part  of  it.  That  income  remains 
hers  until  the  tax  is  paid,  and  what  is  left 
continues  to  be  hers  after  that  payment. 
The  State  merely  levies  a  tax  upon  it.  What 
Wisconsin  has  done  is  to  tax  as  a  joint  income 
that  which  under  its  law  is  owned  separately 
and  thus  to  secure  a  higher  tax  than  would 
be  the  sum  of  the  taxes  on  the  separate  in¬ 
comes. 

The  court  below  assigned  two  reasons 
which  it  thought  removed  the  constitutional 
objections  to  the  application  of  the  statute 
in  the  instant  case.  It  cited  and  followed 
the  Income  Tax  Cases  (148  Wis.  456;  134  N. 
W.  673;  135  N.  W.  164),  where  the  statute 
here  in  question  was  sustained  on  the  ground 
that  the  provisions  under  attack  are  neces¬ 
sary  to  prevent  frauds  and  evasions  of  the 
tax  by  married  persons,  and  stated  that  the 
decision  of  this  Court  in  Schlesinger  v  Wis¬ 
consin  (270  U.  S.  230),  was  not  inconsistent 
with  the  views  expressed  by  the  Supreme 
Court  of  Wisconsin  in  its  earlier  decision. 
To  this  we  cannot  agree.  In  the  Schlesinger 
case  this  court  held  invalid  a  statute  which, 
for  purposes  of  inheritance  tax,  classified  all 
gifts  inter  vivos,  effective  within  6  years  of 
death,  as  gifts  made  in  contemplation  of 
death.  To  the  argument  of  the  necessity  for 
such  classification  to  prevent  frauds  and 
evasions,  it  was  answered,  page  240: 

“That  is  to  say,  ‘A’  may  be  required  to  sub¬ 
mit  to  an  exactment  forbidden  by  the  Con¬ 
stitution  if  this  seems  necessary  in  order  to 
enable  the  State  readily  to  collect  lawful 
charges  against  ‘B.’  Rights  guaranteed  by 
the  Federal  Constitution  are  not  to  be  so 
lightly  treated;  they  are  superior  to  this 
supposed  necessity.  The  State  is  forbidden 
to  deny  due  process  of  law  or  the  equal  pro¬ 
tection  of  the  laws  for  any  purpose  whatso¬ 
ever.” 

The  claimed  necessity  cannot  justify  the 
otherwise  unconstitutional  exaction. 

The  second  reason  assigned  as  a  justifica¬ 
tion  for  the  imposition  of  the  tax  is  that  it 
is  a  regulation  of  marriage.  It  is  said  that 
the  marital  relation  has  always  been  a  mat¬ 
ter  of  concern  to  the  state,  and  has  properly 
been  the  subject  of  legislation  which  classi¬ 
fied  it  as  a  distinct  subject  of  regulation.  It 
is  suggested  that  a  difference  of  treatment  of 
married  as  compared  with  single  persons  in 
the  amount  of  tax  imposed  may  be  due  to 
the  greater  and  different  privileges  enjoyed 
by  the  former,  and,  if  so,  the  discrimination 
would  have  a  reasonable  basis,  and  consti¬ 
tute  permissible  classification.  This  view 
overlooks  several  important  considerations. 
In  the  first  place,  as  is  pointed  out  above,  the 
state  has,  except  in  its  purely  social  aspects, 
taken  from  the  marriage  status  all  the  ele¬ 
ments  which  differentiate  it  from  that  of  the 
single  person.  In  property,  business  and 
economic  relations  they  are  the  same.  It 
can  hardly  be  claimed  that  a  mere  difference 
in  social  relations  so  alters  the  taxable  status 
of  one  receiving  income  as  to  justify  a  dif¬ 
ferent  measure  for  the  tax. 

Again,  it  is  clear  that  the  law  is  a  revenue 
measure,  and  not  one  imposing  regulatory 
taxes.  It  levies  a  tax  on  “every  person  resid¬ 
ing  within  the  State”  and  defines  the  word 
"person”  as  including  “natural  persons,  fidu¬ 
ciaries,  and  corporations,”  and  "corporations” 
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as  Including  “corporations,  joint-stock  com¬ 
panies,  associations,  or  ccmman-law  trusts.” 
It  lays  graduated  taxes  on  the  incomes  of 
natural  persons  and  corporations  at  different 
rates.  It  is  comprehensive  in  its  provisions 
regarding  gross  income  and  allowable  deduc¬ 
tions  and  exemptions,  and  is  in  most  respects 
the  analog  of  the  Federal  income  tax  acts 
in  force  since  1916.  It  is  obvious  that  the  act 
does  not  purport  to  regulate  the  status  or 
relationships  of  any  person,  natural  or  arti¬ 
ficial.  Arbitrary  and  discriminatory  provi¬ 
sions  contained  in  it  cannot  be  justified  by 
calling  them  special  regulations  of  the  per¬ 
sons  or  relationships  which  are  the  object  of 
the  discrimination.  The  present  case  does 
not  fall  within  the  principle  that  where  the 
legislature,  in  prohibiting  a  traffic  or  transac¬ 
tion  as  being  against  the  policy  of  the  State, 
makes  a  classification,  reasonable  in  itself, 
its  power  so  to  do  is  not  to  be  denied  simply 
because  some  innocent  article  comes  within 
the  proscribed  class.  Purity  Extract  Co.  v. 
Lynch,  226  U.  S.  192,  204.  Taxing  one  person 
for  the  property  of  another  is  a  different 
matter  There  is  no  room  for  the  suggestion 
that  qua  the  appellant  and  those  similarly 
situated  the  act  is  a  reasonable  regulation, 
rather  than  a  tax  law. 

Neither  of  the  reasons  advanced  in  support 
of  the  validity  of  the  statute  as  applied  to 
the  appellant  justifies  the  resulting  discrim¬ 
ination.  The  exaction  is  arbitrary  and  is  a 
denial  of  due  process. 

The  judgment  must  be  reversed  and  the 
cause  remanded  for  further  proceedings  not 
inconsistent  with  this  opinion. 

Reversed. 

That  is  the  decision  and  because  of 
that  decision  I  shall  vote  for  the  motion 
to  strike  this  out  of  the  bill. 

•  [Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentlewoman  from 
Massachusetts  [Mrs.  Rogers], 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Chairman,  it  is  very  significant  that  the 
churches  of  all  denominations,  so  far  as 
I  can  find  out,  are  opposed  to  the  com¬ 
pulsory  joint-income-tax  return.  This 
provision  penalizes  matrimony  and  gives 
a  premium  to  divorce  and  separation  as 
divorce  settlements  are  approbated. 
Every  woman  with  whom  I  have  talked 
or  of  whom  I  have  heard  is  opposed  to 
this  provision  in  the  belief  that  it  is  a 
step  backward  insofar  as  the  rights  of 
women  are  concerned;  that  it  penalizes 
matrimony  and  family  life.  Hitherto, 
tax  laws  in  the  United  States  have  been 
designed  to  encourage  matrimony  and  to 
protect  family  life. 

I  am  going  to  point  out,  Mr.  Chairman, 
a  comparison  of  the  present  law  and  the 
hardship  that  will  be  worked  under  the 
proposed  joint-income-tax  return.  Take 
a  mechanic  who  has  a  wife  and  a  minor 
child  and  earns  $2,600.  This  income 
would  all  be  exempt  with  the  $2,000  ex¬ 
emption  and  the  $200  earned-income 
credit.  If  the  wife  makes  $800  this  also 
would  be  exempt.  If  the  junior  or  minor 
earned  somehow  or  other  $700  a  year, 
this  also  would  be  exempt.  Under  the 
compusory  joint  return,  the  husband’s 
position  would  be  as  follows:  His  $2,600 
would  be  exempt  because  of  the  $2,000 
exemption  for  married  persons  and  the 
$200  earned-income  credit,  and  the  $400 
exemption  for  minor  dependents:  But, 
under  the  joint-return  provision,  the 
wife’s  net  income  would  no  longer  be 
tax-exempt  but  would  be  considered  as  a 
part  of  the  husband’s  income  for  tax 
purposes;  hence  the  husband  would  have 


to  pay  $132  income  tax  on  his  wife’s  in¬ 
come.  Furthermore,  the  junior’s  $700 
income  would  have  to  be  included  in  the 
father’s  return,  also  adding  $115.50  to  the 
father’s  tax  bill,  a  total  of  $247. 

By  including  the  compulsory  joint  re¬ 
turn,  the  husband  is  subjected  to  a  three- 
way  increase  in  his  tax  burden;  because: 

(a)  The  proposed  revenue  law  will 
abolish  the  present  surtax  exemption  and 
require  the  payment  of  the  surtax  on  all 
taxable  income. 

(b)  By  sharply  increasing  the  surtax 
rate,  with  the  result  that  even  the  lowest 
bracket  of  taxable  income  will  be  subject 
to  a  tax  of  16.5  cents  on  every  dollar — 
above  the  husband’s  exemption  of  $2,000 
for  himself  and  wife,  plus  $200  earned 
income  credit,  and  $400  for  each  minor 
or  dependent — as  compared  to  a  corre¬ 
sponding  rate  of  4.4  cents  on  each  dollar 
of  taxable  income;  and 

(c)  By  greatly  increasing  the  hus¬ 
band’s  taxable  income  through  adding  to 
his  income  that  of  the  wife  and  minor 
children — no  matter  whether  these  in¬ 
comes  are  derived  from  an  inheritance 
left  to  the  wife  or  child  by  the  thrift  and 
savings  of  her  father  or  other  relative — 
or  whether  she  herself  is  helping  to  aug¬ 
ment  the  family  income  to  keep  a  son  or 
daughter  in  school  by  taking  summer 
boarders,  raising  chickens  clerking  in  a 
store,  or  by  sewing,  washing,  or  cleaning. 

As  the  proposed  measure  would  bring 
17,500,000  families — and  not  a  mere  250,- 
000,  as  has  been  claimed — under  the  joint 
income-tax  provision,  no  less  than  8,000,- 
C00  of  whom  never  have  paid  any  income 
taxes,  and  would  not  now  but  for  the 
compulsory  joint  return,  it  is  no  won¬ 
der  that  this  proposal  arouses  the  in¬ 
dignation  of  husbands — heads  of  homes 
and  families — who  see  in  this  joint  in¬ 
come-tax  return  a  direct  move  to  penalize 
the  efforts  of  wives  who  are  working  to 
help  families  to  get  out  of  debt,  to  edu¬ 
cate  their  children,  to  pay  hospital  or 
doctor  bills,  or  to  pay  for  a  home. 

ONLY  A  SMALL  PERCENTAGE  OF  THE  HUSBANDS 

AFFECTED  ARE  IN  THE  CLASS  EARNING  $5,000 

AND  OVER 

Out  of  the  17,500,000  husbands  who 
will  be  affected  by  the  compulsory  joint 
return,  the  Statistical  Abstract  of  the 
United  States  for  1940,  published  by  the 
United  States  Bureau  of  the  Census, 
shows  that  according  to  the  latest 
figures,  only  944,750  families  in  the 
United  States  had  incomes  of  $5,000  or 
ever  in  1935-36.  In  other  words,  this 
group  represents  only  2.71  percent  of  the 
families  in  the  United  States  at  the 
present  time — whereas  the  compulsory 
joint  return  would  tax  approximately  50 
percent  of  all  families  in  the  United 
States. 

Out  of  the  17,500,000  families  who  will 
be  obliged  to  pay  Federal  income  taxes 
under  the  proposed  law,  only  5  percent 
have  incomes  of  $5,000  or  more,  while  95 
percent  of  the  families  who  will  have  to 
pay  income  taxes  earn  less  than  $5,000  a 
year. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  6  minutes  to  the  gentleman  from 
Ohio  [Mr.  Jenkins]. 

Mr.  JENKINS  of  Ohio  Mr.  Chairman, 
one  of  my  distinguished  colleagues  stated 
that  five  members  of  the  W ays  and 


Means  Committee  had  filed  with  the  com¬ 
mittee’s  report  a  statement  expressing 
their  views  against  the  provision  requir¬ 
ing  mandatory  joint  returns  by  husband 
and  wife.  Our  colleague,  the  gentleman 
from  Pennsylvania  [Mr.  Jarrett],  was 
of  the  same  opinion  as  those  who  signed 
and  would  have  signed  except  for  the 
fact  that  he  had  been  called  back  to  his 
home  to  attend  a  funeral  when  the  re¬ 
port  was  being  prepared.  It  seems  that 
regardless  of  what  approach  one  might 
take  in  presenting  his  views  on  this  very 
important  matter  he  is  confronted  with 
the  fact  that  the  principal  argument  in 
favor  of  mandatory  joint  returns  is  one 
based  on  the  desire  to  secure  additional 
revenue  and  on  the  one  that  because  of 
the  law  in  community-property  States 
some  inequalities  exist.  I  have  main¬ 
tained  in  the  committee  and  on  the  floor 
cf  this  House  that  these  two  arguments 
really  do  not  have  a  place  in  this  con¬ 
troversy.  To  me  it  is  no  argument  to 
say  “we  need  the  money.”  Neither  is 
it  an  argument  in  opposition  to  the  claim 
that  the  proposition  is  in  violation  of  the 
Constitution  to  say  that  the  measure 
should  be  passed  because  there  are  some 
inequalities  between  the  laws  of  different 
States.  My  contention  is  that  the  pro¬ 
posal  is  in  conflict  with  the  Constitution 
and  that  the  fact  that  there  are  some  in¬ 
equalities  in  favor  of  those  who  live  in  the 
eight  community-property  States  does 
not  answer  this  constitutional  objection. 
There  are  many  differences  between  the 
tax  laws  of  the  different  States  besides 
the  differences  in  the  community-prop¬ 
erty  States.  These  differences  should  be 
corrected  in  a  lawful  manner.  Taxation 
is  not  the  lawful  manner.  If  you  cannot 
correct  these  inequalities  by  law,  you 
surely  cannot  correct  them  by  taxation. 
Let  me  repeat,  if  you  cannot  correct  them 
by  law,  it  is  not  right  to  attempt  to  cor¬ 
rect  them  by  taxation. 

The  gentleman  from  Massachusetts 
[Mr.  Treadway]  has  had  a  bill  before 
the  Congress  for  several  years  attempting 
to  correct  these  complaints  that  are  made 
against  community-property  States.  If 
this  should  be  corrected,  it  ought  to  be 
corrected  on  its  merits.  We  ought  to 
take  the  matter  up  in  the  House  some¬ 
time  and  take  2  or  3  days  and  thresh  the 
proposition  out  and  see  if  we  can  do 
something  about  it.  I  am  not  speaking 
today  for  the  8  community-property 
States,  but,  rather,  I  speak  for  the  40 
States  that  do  not  have  community-prop¬ 
erty  lav/s.  I  like  the  law  as  it  is  for  hus¬ 
band  and  wife  have  the  option  of  filing 
single  returns  or  joint  returns,  as  they 
might  wish.  Not  to  be  personal  but  my 
wife  and  I  have  always  filed  joint  returns. 
The  figures  show  that  a  very  large  ma¬ 
jority  of  married  couples  have  done  the 
same.  No  doubt  they  will  continue  to 
do  it. 

I  am  in  favor  of  this  motion.  For 
more  than  a  hundred  years  it  was  im¬ 
possible  for  Congress  to  levy  a  Federal 
income  tax.  It  was  necessary  to  amend 
the  Constitution  before  this  could  be 
done.  In  1913  the  sixteenth  amendment 
to  the  Constitution  was  adopted.  There 
was  a  provision  in  the  Constitution  giv¬ 
ing  Congress  the  right  to  “lay  and  collect 
taxes,”  but  Congress  could  not  lay  and 
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collect  income  taxes  until  the  sixteenth 
amendment  was  adopted.  One  of  my 
distinguished  colleagues  a  few  days  ago 
made  an  argument  to  the  effect  that 
Congress  had  a  right  to  classify  taxes, 
and  thereby  do  what  is  attempted  in  this 
bill,  because  Congress  had  the  right  “to 
lay  and  collect  taxes.”  But  as  I  have 
already  pointed  out  Congress  did  not 
have  the  right  to  lay  an  income  tax  for 
more  than  a  century  after  the  Congress 
had  been  levying  taxes  under  the  provi¬ 
sion  of  the  Constitution  that  he  men¬ 
tioned.  We  cannot  touch  this  proposi¬ 
tion  under  the  general  provision  of  the 
Constitution  to  levy  taxes. 

What  does  the  sixteenth  amendment 
say?  Let  me  read  it  to  you: 

Congress  shall  have  power  to  levy  and  col¬ 
lect  taxes  on  incomes  from  whatever  source 
derived. 

From  this  it  must  inevitably  follow 
that  when  Congress  would  pass  laws 
making  this  amendment  effective  that 
these  taxes  should  be  levied  according 
to  the  provisions  of  the  Constitution  re¬ 
quiring  them  to  be  levied  in  a  general  way 
and  to  be  uniform  in  their  application. 
That  means  that  all  persons  earning  the 
same  incomes  should  pay  the  same  tax. 
A  single  man  earning  the  same  as  a  sin¬ 
gle  woman  should  pay  the  same.  Like¬ 
wise,  a  married  woman  and  a  married 
man  should  pay  the  same.  A  should  pay 
the  same  as  B,  regardless  of  sex.  A 
should  pay  the  same  as  B,  regardless  of 
location,  if  they  earned  the  same  income. 
If  A,  a  woman,  and  B,  a  man,  are  earn¬ 
ing  the  same  and  decide  to  go  into  part¬ 
nership,  their  incomes  should  remain 
their  separate  property  and  taxable  sep¬ 
arately.  If  they  should  marry  and  con¬ 
tinue  to  earn  the  same  amounts,  or  any 
amounts,  their  respective  incomes  should 
be  their  own  property  and  taxable  sepa¬ 
rately.  We  can  pars  a  law  permitting 
them  to  file  joint  returns,  but  we  can¬ 
not  compel  them  to  do  so  and  thereby 
increase  both  their  taxes.  The  Supreme 
Court  has  decided  that  matter  in  the 
Wisconsin  case,  which  is  a  case  directly 
in  point.  That  is  the  case  of  Hoeper  v. 
Tax  Commission  (284  U.  S.  206) .  This  is 
a  case  directly  in  point  and  is  the  only 
case  decided  by  the  Supreme  Court  on 
this  point,  and  this  case  has  never  been 
modified  or  reversed.  One  of  our  col¬ 
leagues  made  the  claim  that  Congress 
could,  by  way  of  classifying  taxes,  levy  a 
different  tax  on  lawyers  and  doctors,  and 
so  forth.  But  he  surely  would  not  con¬ 
tend  that  Congress  could  levy  a  different 
kind  of  income  tax  on  lawyers  and  doc¬ 
tors.  We  have  to  levy  the  same  tax  on 
the  same  incomes,  whoever  earns  those 
incomes. 

The  other  day  when  I  was  discussing 
this  subject  I  used  a  crude  but  conveni¬ 
ent  illustration.  Let  me  use  it  again.  I 
hold  up  my  wide  open  hand.  Here  are 
five  fingers.  Let  them  represent  five  dif¬ 
ferent  persons — you  do  not  know  which 
are  males  or  which  are  females,  nor  the 
age,  nor  color,  nor  residence  of  any  of 
them.  Each  earns  the  same  income. 
Each  must  pay  the  same  income  tax. 
Because  Congress  levies  the  tax  on  the 
income  and  not  on  the  person.  If  two  of 
these  go  into  partnership  with  the  in¬ 


comes  remaining  the  same  they  would 
still  be  liable  for  the  tax  for  the  tax  is 
on  the  income  and  not  on  the  person. 
And,  likewise,  if  two  of  them  should  go 
into  the  partnership  we  call  marriage 
with  the  same  income,  then  they  should 
pay  the  same  tax  as  before  because  the 
tax  is  on  the  income  and  not  on  the  per¬ 
sons  nor  on  the  new  social  relationship 
resulting  from  the  marriage.  If  the  Con¬ 
gress  desires  to  grant  exemptions  to  two 
people  who  assume  the  great  and  natural 
relationship  of  establishing  a  home  it  can 
do  so.  It  can  do  so  on  the  some  principle 
that  is  employed  in  fixing  rates.  Con¬ 
gress  can  say  that  persons  with  an  income 
of  $10,000  should  pay  a  tax  of  a  certain 
amount.  Likewise  Congress  can  say  that 
persons  earning  $10,000  shall  pay  a  cer¬ 
tain  amount  which  is  the  same  as  all 
others  earning  that  amount,  but  if  they 
are  married  they  shall  be  granted  an  ex¬ 
emption  which  must  be  the  same  to  all 
married  persons.  But  Congress  cannot 
pass  a  law  that  in  effect  says  that  if  A  and 
B  marry  that  A  must  pay  a  part  of  B’s 
taxes. 

Therefore,  Mr.  Chairman,  my  position 
is  that  the  source  of  all  of  the  powers  of 
Congress  to  levy  income  taxes  comes  from 
the  sixteenth  amendment.  And  that 
Congress  must  levy  these  taxes  on  the 
income  without  regard  to  the  social,  phys¬ 
ical,  or  marital  relationship  of  the  indi¬ 
vidual,  and  that  when  two  people  marry 
and  continue  to  earn  the  same  income 
they  cannot  be  taxed  more  for  entering 
into  that  relationship  unless  the  income 
is  increased.  Congress  has  the  power  to 
levy  income  taxes  on  incomes  but  nqt  on 
people.  I  hope  we  will  adopt  the  amend¬ 
ment  under  consideration.  The  Ways 
and  Means  Committee  by  a  vote  of  15  to 
10  put  this  provision  in  the  bill.  The 
matter  was  not  thoroughly  considered  by 
the  committee.  I  opposed  it  then  for  the 
same  reasons  I  oppose  it  today.  I  think 
we  will  make  a  mistake  to  fly  in  the  face 
of  the  positive  decision  of  the  Supreme 
Court  rendered  when  the  Court  was  free 
and  unfettered.  I  think  that  justice  as 
well  as  common  sense  would  dictate  such 
a  course.  I  hope  this  amendment  carries. 
[Applause.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  6  minutes  to  the  gentleman  from 
California  [Mr.  Voorhis]. 

Mr.  VOORHIS  of  California.  Mr. 
Chairman,  so  far  as  simple  equity,  fair¬ 
ness,  and  fact  are  concerned  everybody 
knows  that  the  income  that  is  derived 
by  a  family  unit,  that  is,  a  real  family 
unit,  is  spent  and  enjoyed  by  that  family 
unit  as  a  whole.  I  cannot  understand 
how  this  proposition  can  be  understood 
as  an  attack  upon  the  institution  of 
community  property,  in  which  I  believe 
most  earnestly.  As  I  said  in  the  House 
the  other  day,  I  believe  that  at  least  half 
of  everything  possessed  by  a  husband 
belongs  to  his  wife;  certainly,  that  is  the 
way  our  family  operates.  I  think  that 
should  be  a  matter  of  general  law  in  the 
United  States.  But  when  it  comes  to  a 
question  of  fair  and  just  levying  of 
necessary  taxes  by  the  Federal  Govern¬ 
ment  in  a  time  when  you  have  to  get  all 
the  revenue  you  can  get,  and  get  it 
therefore  in  the  fairest  way  you  possibly 
can,  it  seems  to  me  under  circumstances 


of  that  kind  that  it  is  obviously  unjust 
to  favor  people  in  the  upper-income 
brackets  who  derive  a  tax  advantage 
from  the  fact  that  they  are  married,  and 
then  impose  a  burden  on  people  in  the 
lower  group  of  income  receivers,  which 
is  what  you  are  in  all  probability  going 
to  get  if  you  do  not  keep  this  provision 
in  the  bill. 

As  the  committee  report  states,  no 
married  couple  with  an  income  of  less 
than  $4,000  can  possibly  be  affected  by 
this  provision,  for  the  following  reason: 
The  married  couple  has  an  exemption 
of  $2,000,  and  the  first  bracket  of  tax¬ 
able  surtax  income  is  $2,000.  Therefore, 
until  the  total  income  of  that  family 
gets  above  $4,000  it  does  not  make  any 
difference  how  a  husband  and  wife  make 
their  return — the  tax  will  be  just  the 
same. 

As  further  proof  that  this  is  a  situa¬ 
tion  that  affects  only  the  relatively  well- 
to-do  people,  it  is  true  that  in  the  State 
of  California,  a  community-property 
State,  only  10.9  percent  of  all  the  re¬ 
turns  in  that  State  were  separate  re¬ 
turns,  and  all  the  rest  were  joint  returns, 
for  the  obvious  reason  that  to  the  90 
percent  of  the  income-tax  payers  it  did 
not  make  any  difference.  To  only  10 
percent  of  the  people  of  our  State  who 
made  income-tax  returns — to  only  57,- 
000  people,  to  be  exact,  does  this  tax 
advantage  from  separate  returns  ac¬ 
crue.  To  protect  that  group’s  advantage 
it  is,  in  effect,  proposed  by  this  amend¬ 
ment  to  place  an  additional  burden  on 
many  times  that  number  of  much  poorer 
folk. 

What  are  you  going  to  do?  Are  you 
going  to  say  that  the  upper  income-re¬ 
ceiving  people  can  divide  their  income 
around  as  they  please,  whether  they  are 
in  a  community-property  State  or 
whether  they  are  not,  and,  as  a  result  of 
their  doing  that,  then  vote  to  lower  the 
exemption  perhaps  to  $1,500  for  married 
couples? 

Someone  has  pointed  to  husbands  and 
wives  that  are  having  something  of  a 
struggle  to  keep  roofs  over  their  chil¬ 
dren’s  heads  and  there  are  many  such 
in  our  country.  That  is  precisely  what 
I  am  thinking  about  when  I  say  this 
provision  ought  to  stay  in  the  bill  instead 
of  putting  into  the  income-tax  group 
those  earning  between  $2,000  a  year  and 
$1,500  a  year.  People  with  $4,000  a  year 
income  may  not  always  have  an  easy 
time  but  they  are  not  the  families  that 
have  no  roofs. 

The  family  has  been  referred  to,  as,  of 
course,  I  knew  it  would  be.  All  I  have  to 
say  about  that  is  that  it  seems  to  me  that 
if  it  is  necessary  for  us  to  give  a  tax  ad¬ 
vantage  to  people  to  induce  them  to  get 
married,  it  is  a  pretty  poor  way  to  pro¬ 
tect  a  family.  My  idea  of  the  ties  that 
bind  a  family  together  are  very  different 
from  that. 

One  speaker  the  other  day — I  have  for¬ 
gotten  who  it  was — gave  some  figures  and 
showed  how  many  dollars  it  would  cost 
some  young  people  to  get  married  if  each 
of  them  had  a  $10,000  income.  If  two 
young  people  are  contemplating  mar¬ 
riage  and  if  they  are  going  to  figure  out 
on  a  dollars-and-cents  basis  how  much  it 
is  going  to  cost  them  to  get  married,  and 
if  that  would  discourage  them,  I  believe 
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it  would  be  wise  for  them  not  to  enter 
into  that  great  institution,  in  which  I 
certainly  believe  because  my  own  experi¬ 
ence  in  it  has  been  the  happiest  thing 
in  all  my  life.  Furthermore  I  doubt 
mighty  seriously  how  much  it  will  add 
to  the  number  of  little  children  in  our 
country  if  a  marriage  does  take  place 
under  circumstances  of  this  kind 

I  feel  that  if  we  were  in  a  position 
where  we  could  reduce  taxes,  if  we  were 
in  a  different  kind  of  a  period  in  our 
country’s  history,  if  we  were  talking 
about  a  reduction  of  taxes,  there  might 
be  both  wisdom  and  justice  in  imposing 
a  community  property  arrangement 
throughout  the  whole  United  States.  We 
are  in  precisely  the  opposite  situation 
today. 

Everybody  knows  that  this  provision 
for  separate  returns  constitutes  a  tax 
loophole,  and  not  only  in  community- 
property  States.  The  fact  that  in  a 
community-property  State  the  husband 
and  wife  can  divide  their  salary  income, 
which  is  the  only  difference  between  com¬ 
munity-property  States  and  other  States 
in  this  regard,  accounts  for  a  very  small 
percentage  of  the  tax  leakage  due  to  this 
situation.  In  the  State  of  New  York 
there  were  53,000  separate  returns  filed 
against  57,000  in  the  State  of  California, 
almost  the  same  number.  Why  is  this 
true?  It  is  true  because  the  wealthy 
people  in  the  State  of  New  York  divided 
their  property  between  husband  and  wife 
regardless  of  whose  it  was,  and  lhat  is, 
it  seems  to  me,  a  partial  answer  to  the 
constitutional  question  raised  by  the 
gentleman  from  Wisconsin.  For  if,  as 
he  suggests,  you  cannot  by  law  cause  in¬ 
come  of  one  person  to  be  associated  with 
income  of  another  person  for  tax  pur¬ 
poses — then  how  can  a  law  be  justified 
that  permits  this  very  thing  to  be  done 
for  purposes  of  reducing  taxes?  In  the 
State  of  New  York  and  every  other  State 
in  the  Union  a  small  percentage  of  the 
wealthier  people  are  taking  advantage  of 
this  privilege  in  order  not  to  share  the 
burden  which  in  justice  and  equity  they 
should  share  for  the  support  of  the 
United  States  today.  And  if  they  do 
assume  it  they  can  possibly  save  some  of 
the  taxes  on  the  poorer  people  of  the 
Nation  who,  as  I  showed  from  figures  I 
gave  the  last  time  I  spoke  in  the  House, 
are  up  to  this  very  good  hour  paying  a 
larger  percentage  of  their  income  in 
taxes — considering  all  sorts  of  taxes — 
than  are  some  of  the  people  who  get  in¬ 
comes  as  high  as  $5,000  and  $5,000  per 
year.  I  hope  this  amendment  will  not 
prevail. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
California  [Mr.  Gearhart]. 

Mr.  GEARHART.  Mr.  Chairman,  I 
do  not  know  whether  I  am  violating  any 
confidence  or  not,  but  after  the  hear¬ 
ings  on  this  bill  were  closed  and  the 
members  of  the  Ways  and  Means  Com¬ 
mittee  were  meeting  in  executive  session, 
someone  raised  the  question  of  how 
much  more  money  we  could  get  if  we 
compelled  husbands  and  wives  to  file 
joint  returns.  After  carefully  weighing 
the  problem,  an  expert  who  was  in 
attendance  upon  the  committee  and  in 


whom  the  committee  reposes  great  con¬ 
fidence  ventured  the  opinion  that  a  bill 
so  drawn  would  yield  approximately  a 
gross  of  $287,200,000.  Whereupon  some¬ 
body  made  the  motion,  “I  move  we  stand 
for  joint  returns,”  and,  with  but  super¬ 
ficial  consideration  of  the  hardships  it 
would  impose,  the  motion  was  passed. 
Then  from  all  over  the  country  arose  a 
storm  of  protest.  In  the  face  of  this 
fast-developing  opposition  those  who 
had  voted  for  the  motion  did  just  what 
lawyers  do  who  have  taken  a  case — they 
set  about  thinking  up  arguments  to 
justify  the  position  they  had  taken. 

The  point  I  want  to  make  is  this. 
There  was  no  adequate  investigation  of 
this  question.  Though  hundreds  of 
witnesses  appeared  before  our  committee 
during  the  time  we  were  holding  public 
hearings,  no  one  of  them  seriously  sug¬ 
gested  that  the  committee  make  pro¬ 
vision  for  mandatory  joint  returns  by 
husbands  and  wives.  Because  so  little 
was  said  during  the  course  of  the 
hearing  no  one  realized  the  dangers 
that  lay  ahead.  So  nobody  presented 
himself  to  our  committee  and  no  one  was 
invited  by  the  committee  to  discuss  this 
momentous  subject  during  the  4  long 
months  we  considered  this  bill.  It  was 
just  decided  upon  and  that  was  all  there 
was  to  it.  The  arguments  which  you 
now  hear  in  defense  of  the  action  the 
committee  took  are  arguments  which 
have  been  hastily  devised  by  the  mem¬ 
bers  who  voted  for  the  motion  in  order 
to  defend  the  position  they  had  assumed. 
So  in  defending  themselves  after  having 
taken  action  without  adequate  investi¬ 
gation,  they  are  doing  what  all  politi¬ 
cians  and  all  lawyers  who  are  in  charge 
of  litigation  in  court  do.  They  looked 
for  a  scapegoat  and  they  found  that 
scapegoat  in  the  community-property 
States,  at  least  they  thought  they  had 
found  the  thing  with  which  they  could 
arouse  your  prejudice  in  favor  of  retain¬ 
ing  in  the  bill  this  iniquitous  and  ill- 
considered  provision. 

I  now  want  to  tell  you  people  who 
come  from  States  other  than  those  in 
which  the  community-property  system 
is  in  effect,  that  if  you  vote  to  retain  this 
provision  in  the  bill  in  order  to  compel 
those  who  live  in  community-property 
States  to  pay  more  taxes,  you  will  be 
socking  yourself  right  on  the  nose  and 
will  be  hitting  at  those  in  the  non-com¬ 
munity-property  States  more  than  those 
living  in  the  States  at  which  this  pro¬ 
vision  is  directed.  If  anybody  should 
want  to  bite  off  his  own  nose  to  spite  his 
own  face  I  know  of  no  way  that  a  resi¬ 
dent  of  a  noncommunity  State  could 
more  effectively  accomplish  that  end  than 
to  take  his  stand  for  compulsory  joint  re¬ 
turns  by  the  members  of  the  matrimonial 
partnership. 

And  I  say  that  for  this  reason.  This 
is  going  to  raise  $329,000,000,  according 
to  the  revised  estimate  more  than  they 
would  get  if  we  continue  to  adhere  to  the 
present  system,  but  I  want  to  impress 
upon  you  that  $275,000,000  of  that  $329,- 
000,000  will  be  collected  in  the  non-com¬ 
munity-property  States. 

We  are  winding  up  the  consideration 
of  the  1941  and  1942  revenue  bill,  a  bill 
which  is  supposed  to  produce  $13,000,- 


000,000.  According  to  the  estimates  of 
experts  the  inclusion  of  the  mandatory 
joint-return  system  will  increase  the 
community-property  States  tax  respon¬ 
sibility  $54,000,000,  which  is,  after  all, 
only  four-tenths  of  1  percent  of  the  larger 
sum.  So  when  our  friends  of  the  oppo¬ 
sition  say  we  ought  to  adopt  this  pro¬ 
vision  because  we  are  going  to  make  the 
people  in  the  eight  community-property 
States  pay  more,  just  bear  in  mind  that 
they  are  talking  about  only  four-tenths 
of  1  percent  of  the  revenue  that  this 
year’s  bill  will  produce.  They  are  mak¬ 
ing  a  mountain  out  of  a  molehill. 

Then  they  tell  you  also  that  this  is 
a  provision  only  affecting  the  rich.  Ah, 
I  wish  it  were  so  easily  disposed  of.  It  is 
a  principle  that  is  involved  here.  It  is 
the  principle  of  compelling  people  to 
commingle  their  incomes  for  tax  pur¬ 
poses.  If  you  write  that  principle  into 
the  law  and  the  courts  hold  it  is  consti¬ 
tutional,  which  I  do  not  believe  they  will, 
you  will  have  the  principle  on  the  stat¬ 
utes  books  to  be  expanded  and  extended. 
In  the  end  you  will  find  the  exemptions 
will  be  lower,  as  the  President  has  rec¬ 
ommended  and  as  the  editorial  writers 
are  advocating,  and  then  you  are  going 
to  find  that  it  is  soon  reaching  down 
among  the  poorer  people,  because,  after 
all,  it  is  from  the  poorer  people  that  we 
get  the  bulk  of  the  revenue.  When  more 
revenue  is  needed — and  another  tax  bill 
is  already  in  the  offing — the  tempta¬ 
tion  to  lower  the  bases  will  become  in¬ 
creasingly  alluring.  If  the  emergency 
continues  many  months  longer  the  move 
to  lower  the  exemptions  will  become  ir¬ 
resistible. 

Do  not  let  the  camel  stick  his  nose 
under  the  flap  of  our  tent.  Drive  him 
from  the  threshhold  while  there  is  still 
time.  Defeat  this  iniquitous  proposal! 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Illinois  [Mr.  McKeough.] 

Mr.  McKEOUGH.  Mr.  Chairman, 
there  are  just  one  or  two  Matures  that 
have  been  touched  upon  in  this  debate 
so  far  that  I  think  deserve  some  answer. 
The  gentleman  from  California  [Mr. 
Gearhart],  who  just  precedea  me,  indi¬ 
cated  there  is  a  principle  involved  in 
this  matter.  With  that  conclusion  I  am 
in  hearty  accord.  The  principle  involved 
is  one  of  equity  and  justice  for  the  benefit 
of  95  percent  of  the  individual  taxpayers 
of  the  country  to  correct  an  injustice 
accruing  to  the  benefit  of  approximately 
5  percent  since  1913,  when  the  original 
Federal  income-tax  law  became  the  law 
of  this  land. 

In  passing  may  I  remind  the  House 
that  because  there  was  no  gift  tax  from 
1913  to  1932,  with  the  single  exception 
of  the  year  1924,  over  $7,000,000,000  in 
income-producing  securities  were  trans¬ 
ferred  by  one  spouse  to  another  in  order 
that  they  might  avoid  legally  the  pay¬ 
ment  of  their  just  tax  to  their  Federal 
Government.  That  is  the  practice  we 
seek  to  correct,  and  I,  therefore,  do  not 
share  the  conclusion  of  the  gentleman 
from  California,  who  now  seeks  to  have 
compulsory  joint  returns  removed  from 
this  tax  bill  and  thus  continue  the  pres¬ 
ent  injustice. 
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One  other  argument  that  has  been  pre¬ 
sented  in  the  speeches,  and  one  that  is 
presented  with  an  absence  of  logic  or 
reason,  but  one  that  is  constantly  offered, 
is  that  compulsory  joint  returns  will  in¬ 
terfere  with  the  sacred  state  of  matri¬ 
mony.  Out  of  curiosity,  I  have  looked  up 
the  vital  statistics  published  by  the  Bu¬ 
reau  of  the  Census  for  the  eight  com- 
munity-propertj  States  that  are  making 
the  attack  on  the  work  of  the  committee 
to  determine  what  the  divorce  rate  is  in 
those  individual  States. 

For  the  year  1932,  which  is  the  last  that 
the  Bureau  of  Publications  was  in  a  posi¬ 
tion  to  give,  it  shows  that  for  the  whole 
United  States  there  were  163  divorces  for 
every  1,000  marriages.  For  the  State  of 
Arizona  there  were  111,  for  the  State  of 
California,  327;  for  the  State  of  Idaho, 
528;  for  the  State  of  Louisiana,  73;  for 
the  State  of  Nevada,  563;  New  Mexico, 
78;  Texas,  354;  Washington,  215.  Those 
are  the  8  community-  property  States 
that  want  to  strike  out  the  compulsory 
joint  return  of  husband  and  wife  which 
the  Ways  and  Means  Committee  included 
in  this  bill.  Tire  average  of  those  States 
per  1,000  marriages  was  281-plus  divorces 
as  against  163  foi  the  entire  United 
States  for  that  year.  These  statistics 
most  eloquently  “explode”  the  false  issue 
of  divorce  which  has  been  raised  by  those 
who  are  opposed  to  compulsory  joint  re¬ 
turns.  In  passing  may  I  state  that  for 
the  year  1935  in  England  and  Wales, 
where  they  have  had  compulsory  joint 
returns  for  husband  and  wife  for  the  past 
19  years,  there  were  only  12  divorces  for 
each  1,000  marriages  for  that  year.  Of 
course  we  all  know  that  California  has 
what  is  known  throughout  the  Nation  as 
a  very  “hot  spot.”  I  think  they  call  it 
Hollywood,  which  is  one  of  the  com¬ 
munity-property  States.  Incidentally, 
California  has  2  Members  on  the  Com¬ 
mittee  on  Ways  and  Means,  1  on  the 
majority  side  and  1  on  the  minority 
side,  and  when  they  tell  you  that  the 
community-property  States,  on  the  ques¬ 
tion  of  compulsory  joint  return  for  Fed¬ 
eral  income  taxes,  were  not  given  atten¬ 
tion  by  the  committee,  they  are  all  too 
modest.  In  addition,  tne  distinguished 
gentleman  from  Texas,  another  commu¬ 
nity-property  State,  who  is  also  a  mem¬ 
ber  of  the  Ways  and  Means  Committee 
and  for  whom  I  have  a  very  high  regard 
and  affection  [Mr.  West!,  was  most  ar¬ 
ticulate  and  aggressive  in  the  interest  of 
the  community-property  States.  That  is 
the  issue,  the  voters  of  the  Nation  want 
to  correct  a  principle.  Let  us  vote  to 
keep  the  compulsory  joint-return  provi¬ 
sion  in  the  bill;  let  us  have  the  joint 
returns  and  correct  an  inequity  that  has 
been  in  our  Federal  tax  structure  all  too 
long. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  7  minutes  to  the  gentleman  from 
New  York  [Mr.  Reed], 

Mr.  REED  of  New  York.  Mr.  Chair¬ 
man,  this  situation  reminds  me  of  an 
incident  up  in  New  York  State,  where  a 
lawyer  was  defending  a  man  of  ques¬ 
tionable  conduct.  Finally  the  judge 
leaned  over  and  said  to  him,  “Counsel, 
can  you  point  out  any  provision  of  law 
that  would  warrant  this  court  in  dis¬ 
charging  this  man?”  And  the  counsel 


replied  promptly,  “Yes,  Your  Honor,  I 
can  cite  you  to  a  chink  in  the  common 
law  that  has  been  worn  smooth  by  the 
scoundrels  that  have  slipped  through  it.” 
Mr.  Chairman,  for  years  a  certain  group 
in  this  country  has  been  escaping  their 
just  proportion  of  taxes  They  have 
been  enjoying  all  the  privileges  of  a  free 
government,  not  only  because  of  no  gift 
tax  to  pay,  but  because  they  could  trans¬ 
fer  their  property  and  thus  escape  their 
burden  of  taxation.  Remember  at  this 
time  we  are  in  what  is  called  an  emer¬ 
gency,  and  this  is  supposed  to  be  the 
greatest  of  all  the  emergencies  that  we 
have  had  in  the  last  few  years.  We  are 
told  that  the  clouds  of  war  are  hovering 
low,  and  that  this  Nation  must  hasten  to 
prepare  to  defend  itself,  and  the  citizens 
of  this  country  are  called  upon  to  sacri¬ 
fice,  to  the  end  that  we  may  preserve  all 
that  we  hold  dear  under  our  Constitution 
and  our  free  government.  The  Presi¬ 
dent  in  his  letter  to  the  gentleman  from 
North  Carolina  [Mr.  Doughton]  said 
that  everybody  would  be  willing  to  chip 
in  to  meet  this  great  emergency  Is  not 
this  the  time  for  these  people  who  have 
been  escaping  a  just  burden  of  taxation 
to  chip  in,  and  not  throw  the  whole  bur¬ 
den  on  the  rest  of  the  people?  I  admit 
that  I  have  received  quite  a  few  letters, 
and  the  headings  of  the  letters  were  from 
some  private  yacht  or  from  a  castle  or 
letters  bearing  a  coat  of  arms,  pointing 
out  the  injustice  and  saying  that  they 
would  have  to  get  a  divorce  if  this  joint 
return  were  kept  in  the  bill.  I  say  that 
is  all  folderol.  As  has  been  pointed  out, 
England  has  had  joint  returns  on  her 
books  for  20  years,  and  not  only  there 
are  the  divorces  less,  as  pointed  out  by 
the  gentleman  from  Illinois  [Mr.  Mc- 
Keotjgh]  and  as  the  records  show,  but 
yesterday  I  had  a  check-up  to  see  about 
this  terrible  decrease  in  the  birth  rate 
that  might  occur.  The  birth  rate  in 
England  in  1935  was  over  7  points  higher 
than  it  was  in  the  United  States.  So, 
these  claims  are  mere  drivel.  We  better 
face  the  facts  as  they  are. 

When  they  say  that  this  provision  had 
no  hearing  in  the  committee,  I  point  out 
that  the  Secretaries  of  the  Treasury  have 
been  trying  to  stop  this  loophole,  this  es¬ 
cape  from  taxation,  for  years.  The  Ways 
and  Means  Committee  had  before  it  Mr. 
Leon  Henderson,  and  I  assume  that  he 
would  not  have  spoken  as  he  did  unless 
it  had  the  approval  of  the  President.  He 
was  urging  joint  returns.  The  eloquent 
gentleman  from  California  [Mr.  Voorhis] 
appeared  before  the  committee  and  pre¬ 
sented  it,  and  the  Secretary  of  the  Treas¬ 
ury  endorsed  the  principle  of  joint  re¬ 
turns.  Why  should  we  now  turn  back, 
when  there  is  an  opportunity  to  correct 
this  abuse,  and  especially  in  a  time  of 
great  emergency?  You  must  realize  that 
we  have  right  now  a  $50,000,000,000  de¬ 
fense  item,  and  how  are  you  going  to 
meet  it?  Are  you  going  to  throw  the  en¬ 
tire  load  over  onto  the  94  percent  and  let 
these  people  escape  as  they  have  escaped 
for  years?  That  is  not  just.  That  is  not 
fair.  That  is  not  the  American  way.  Not 
at  all.  I  believe  that  this  House,  when 
you  have  thoroughly  thought  it  out,  cer¬ 
tainly  after  T7ou  have  read  the  hearings, 
where  the  arguments  are  unanswerable 


in  favor  of  joint  returns,  keeping  in  mind 
that  this  bill  right  now  will  raise  only 
$1,800,000,000  in  the  fiscal  year  1942,  $1,- 
125,000,000  of  which  will  go  for  paying  in¬ 
terest  on  the  national  debt,  what  is  there 
left  for  defense?  It  will  take  2  full  years 
of  this  bill  to  pay  for  what  we  are  giving 
away  to  foreign  nations,  to  say  nothing 
about  the  appropriation  bills  that  are 
coming  up  to  pass  out  billions  more  to 
foreign  nations.  I  think  it  is  about  time 
for  this  Congress  to  act  and  to  act  in¬ 
dependently  on  this  great  question. 

I  am  going  to  say  one  thing  more: 
There  is  no  man  here  who  does  not  know 
that  it  is  true.  Within  the  last  3  days 
word  has  come  down  through  this  little 
fringe  of  tax  dodgers,  speaking  through 
certain  political  organizations  on  both 
sides,  “You  will  not  get  any  contributions 
for  your  next  campaign  unless  you  wipe 
out  this  amendment.”  Gentlemen,  let 
us  be  Americans  today  and  not  partisans. 
Let  us  vote  for  the  United  States  of 
America  and  see  that  every  person  shares 
his  full  burden  of  this  defpnse. 

What  does  this  mandatory  joint  return 
mean  as  reported  in  the  proposed  tax 
bill? 

Answer.  It  requires  husbands  and 
wives  living  together  to  file  a  joint  return 
if  their  aggregate  gross  income  is  $2,000 
or  over  and  to  compute  the  tax  on  the 
aggregate  income. 

How  is  the  liability  fixed? 

Answer.  The  liability  for  the  tax  may 
be  joint  and  several  or,  at  the  election  of 
either  spouse,  may  be  apportioned  be¬ 
tween  them. 

How  is  the  apportionment  of  the  tax 
liability  made? 

Answer.  It  is  according  to  the  ratio  of 
the  taxes  which  each  spouse  would  have 
been  required  to  pay  had  they  filed  sep¬ 
arate  returns. 

What  are  the  purposes  of  requiring 
mandatory  joint  returns  by  husband  and 
wife? 

Answer.  (1)  To  prevent  husbands  and 
wives  from  transferring  property  be¬ 
tween  each  other  to  escape  taxation. 

(2)  To  prevent  husbands  and  wives, 
living  in  community-property  States, 
from  making  separate  returns  to  avoid 
their  just  burden  of  Federal  taxation. 

How  does  the  law  operate  where  man¬ 
datory  joint  returns  are  not  required? 

Answer.  As  an  illustration,  two  fami¬ 
lies,  each  having  the  same  income,  viz: 
$10,000  a  year;  one  family  would  pay 
$286  more  than  the  other. 

What  effect  will  mandatory  joint  re¬ 
turns  have  on  a  family  whose  net  income 
does  not  exceed  $4,000? 

Answer.  There  will  be  no  increase  in 
the  tax.  If  there  is  one  dependent  the 
income  would  have  to  exceed  $4,400  be¬ 
fore  the  joint  return  will  result  in  an 
increase  in  tax,  and  the  net  income  would 
have  to  be  increased  by  $400  for  every 
additional  dependent. 

Have  mandatory  joint  returns  been 
tried  elsewhere? 

Answer.  Great  Britain  has  used  man¬ 
datory  joint  returns  for  20  years. 

Have  mandatory  joint  returns  in¬ 
creased  divorces  in  Great  Britain? 

Answer.  Divorce  rate  in  England  and 
Wales  in  1935  was  12  divorces  for  each 
1,000  marriages;  in  the  United  States 
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during  1935  the  divorces  were  1S4  for 
each  1,000  marriages. 

Do  mandatory  joint  returns  invade  the 
rights  of  married  women? 

Answer.  No;  it  treats  the  married 
woman  exactly  in  the  same  manner  as 
her  husband  for  Federal  tax  purposes. 

Do  mandatory  joint  returns  invade  the 
married  women’s  property  rights? 

Answer.  Her  property  rights  are  in  no 
way  invaded. 

Has  the  use  of  joint  returns  decreased 
the  birth  rate  in  England  where  the 
method  of  joint  returns  has  been  in  op¬ 
eration  for  20  years? 

Answer.  No;  the  birth  rate  in  England 
in  1935  was  17.4  per  1,000;  the  birth  rate 
in  the  United  States  in  1935  was  10.4  per 
1,000. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Oregon  [Mr.  Pierce], 

Mr.  PIERCE.  Mr.  Chairman,  I  shall 
vote  for  the  joint  mandatory  income-tax 
return.  I  cannot  understand  why  we 
should  waste  2  hours  discussing  this  ques¬ 
tion.  The  only  question  I  can  see  which 
should  be  taking  our  time  and  attention 
is  the  fight  we  should  be  making  against 
the  German  war  machine.  The  kind  of 
income  tax  we  vote  is  of  little  significance 
compared  to  the  preservation  of  our  Gov¬ 
ernment  and  our  economic  system.  It 
takes  money  to  defeat  that  war  machine, 
and  it  is  the  paramount  issue  before  civil¬ 
ization  today.  The  joint  return  will  raise 
more  money,  taking  it  from  those  who 
have  the  ability  to  pay.  I  bitterly  regret 
that  this  pending  tax  bill  favors  some 
who  have  the  ability  to  pay  and  will  es¬ 
cape  just  taxation,  but  that  is  no  reason 
for  further  extending  the  inequities. 

I  have  always  favored  legislation  giving 
women  entire  independence  and  economic 
and  political  equality.  I  do  not  believe 
that  a  mandatory  joint  return  will  affect 
that  status.  Those  who  can  contribute 
money  to  the  great  world  cause  today 
should  rejoice  in  the  ability  to  participate. 
Our  young  men  are  surrendering  freedom 
of  action.  Why  should  others  complain? 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
Louisiana  [Mr.  EoggsL 

Mr.  BOGGS.  Mr.  Chairman,  were  it 
not  for  the  fundamental  nature  of  this 
provision  I  would  not  presume  to  dis¬ 
agree  with  the  distinguished  committee 
which  has  spent  so  many  hours  and  days 
and  weeks  bringing  out  a  bill  which  is  so 
necessary  for  the  defense  of  cur  country. 
But  I  say  the  greatest  misrepresentation 
that  could  have  been  made  on  this  floor 
today  is  that  those  of  us  who  come  from 
the  old  line  community-property  States 
have  brought  about  that  system  for  the 
purpose  of  evading  Federal  taxation. 
Nothing  could  be  further  from  the  truth. 
Throughout  the  eighteenth  century  we 
had  the  community-property  system. 
In  1803  when  Louisiana  became  a  part 
of  this  country  we  had  the  community- 
property  system.  In  1812  when  we  were 
admitted  to  the  Union  we  had  it,  and  we 
have  had  it  since  then.  I  think  it  is  a 
liberal,  progressive,  and  enlightened  sys¬ 
tem,  because  it  recognizes  not  only  the 
sanctity  of  marriage  but  the  sanctity  of 


the  component  individuals  who  make  up 
the  union  of  marriage.  The  wife  re¬ 
tains  her  separate  property  which  she 
brings  into  the  community  and  she  lives 
as  an  integral  part  of  the  community 
through  the  marital  relationship.  This 
proposal  strikes  at  the  very  roots  of  this 
system  and  for  us  is  a  return  to  medie¬ 
valism. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  such  time  as  he  may  desire  to  the 
gentleman  from  Kentucky  [Mr.  Rob- 

SlONl. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  I  ask  unanimous  consent  to 
revise  and  extend  my  remarks  at  this 
point. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  ROBSION  of  Kentucky.  Mr. 
Chairman,  I  shall  vote  in  favor  of  the 
motion  of  the  gentleman  from  California 
to  strike  out  section  111,  providing  for 
the  mandatory  joint  income-tax  return 
of  husband  and  wife.  Every  Member  of 
the  House  takes  an  oath  to  support  the 
Constitution  of  the  United  States.  I 
believe  this  provision  in  the  tax  bill  be¬ 
fore  us,  under  the  decisions  of  the  Su¬ 
preme  Court,  is  unconstitutional.  In  my 
opinion,  no  Member  of  Congress  should 
ever  vote  for  a  measure  that  he  honestly 
believes  is  unconstitutional. 

Furthermore,  this  provision  is  a  back¬ 
ward  step  in  our  economic  and  social 
life.  The  home  is  the  great  foundation 
stone  as  many  of  us  believe  for  our 
religious,  social,  political,  and  economic 
life.  For  more  than  a  century  the  Na¬ 
tion  and  the  several  States  have  been 
enacting  laws  to  bulwark  and  strengthen 
the  homes  of  this  country.  Every  State 
has  enacted  homestead  and  other  ex¬ 
emptions  in  order  to  encourage  and  pro¬ 
tect  the  homes  and  families  of  the  Nation 
and  the  Federal  Government  and  the 
States  have  provided  exemptions  in  tax 
returns  for  the  benefit  of  the  families. 
Under  the  common  law  the  wife  was 
little  more  than  a  chattel.  With  cer¬ 
tain  limitations  the  husband  could 
inflict  corporeal  punishment  on  the 
wife.  He  became  the  owner  of  her  per¬ 
sonal  property,  and  in  many  instances 
controlled  her  real  estate.  On  her  mar¬ 
riage  she  gave  up  her  separate  or  in¬ 
dividual  estate  and  property.  The  wom¬ 
en  of  this  Nation  have  made  a  long  and 
successful  fight  to  free  themselves  from 
such  slavery,  and  the  husband  can  no 
longer  chastise  his  wife  as  he  did  under 
the  common  law,  and  in  practically  all 
of  the  States  she  owns  and  controls  all 
of  her  property,  both  real  and  personal. 
The  wife’s  property  is  no  longer  subject 
to  the  debts  of  her  husband.  She  is  now 
a  voter  and  can  seek  and  be  elected  to 
public  office.  This  emancipation  of  the 
women  of  America  is  in  keeping  with  the 
enlightenment  of  our  twentieth  century 
civilization. 

Section  111,  providing  for  mandatory 
joint  returns  of  income  for  Federal  taxes, 
violates  all  of  these  principles  and  is  a 
throw-back  for  more  than  100  years.  Un¬ 
der  this  provision  the  wife  is  compelled 
to  pool  her  income  with  that  of  her  hus¬ 
band  for  the  purpose  of  income  taxes 


and  likewise  the  husband  is  compelled  to 
pool  his  income  with  the  income  of  his 
wife.  The  purpose  of  this  is  to  place  the 
income  under  the  higher  brackets  and  to 
increase  the  taxes  on  the  husband  and 
wife.  In  other  w^rds,  it  would  force 
them  to  pay  a  greater  income  than  they 
would  be  required  to  pay  if  each  one  filed 
a  return  for  his  or  her  own  income  and 
it  would  make  the  wife  liable  for  the 
taxes  of  the  husband  and  the  husband 
liable  for  the  taxes  of  his  wife  and,  of 
course,  would  destroy  her  right  to  her 
own  individual  property  and  income  as 
provided  in  the  laws  of  practically  all  of 
the  States.  In  other  words,  this  would 
place  a  penalty  upon  matrimony  and  the 
creation  of  a  home  by  the  husband  and 
wife.  It  is  in  direct  contravention  with 
the  policy  that  we  have  been  building  up 
in  the  Nation  and  the  States  for  many 
years,  that  is,  to  encourage  rather  than 
discourage  matrimony  and  the  creation 
of  homes.  Congress  and  the  States  have 
always  recognized  that  the  man  with  a 
family,  and  his  wife,  because  of  their 
children  and  other  obligations,  have 
greater  burdens  to  bear  than  the  aver¬ 
age  single  person.  Section  111  places 
upon  them  greater  burdens  in  the  way  of 
paying  taxes  on  their  income  than  is 
placed  upon  single  persons  with  same  in¬ 
come.  I  would  not  have  you  understand 
I  favor  the  husband  and  the  wife  with 
incomes  escaping  their  just  proportion  of 
taxes.  They  should  pay  their  just  and 
reasonable  portion  of  taxes,  but  I  do  ob¬ 
ject  to  their  being  penalized  because  they 
have  entered  into  this  most  desirable 
relationship  and  have  brought  forth  chil¬ 
dren  and  are  building  homes  and  the 
Nation.  We  have  no  right  to  pass  a  law 
that  will  take  a  part  of  the  income  of  one 
person  to  pay  the  taxes  of  another  per¬ 
son,  for  this  is  not  equal  protection  or 
equal  justice  under  law  and  in  my  opinion 
is  in  direct  violation  of  amendment  No.  16 
of  the  Constitution  of  the  United  States. 
This  provision  does  not  affect  me  or  any 
member  of  my  family  personally.  There 
is  only  one  income  in  my  family. 

Section  111  should  be  stricken  and  the 
bill  should  be  amended  so  as  to  make  it 
constitutional  and  so  as  not  to  take  away 
the  rights  of  American  women  who  have 
or  may  have  incomes.  American  women 
have  fought  hard  to  secure  their  social, 
political,  and  economic  freedom  and  I  am 
unwilling  to  take  any  of  these  freedoms 
from  them  for  taxes  or  any  other  pur¬ 
pose.  This  bill  could  be  amended  so  as 
to  require  that  the  husband  and  wife 
pay  their  just  share  of  taxes  on  their  in¬ 
come  as  compared  with  other  taxpayers 
of  the  Nation  with  like  income.  This 
could  be  done  without  taking  away  the 
just  rights  of  married  women  and  with¬ 
out  violating  the  Constitution  of  the 
United  States. 

Mr.  REES  of  Kansas.  Mr.  Chairman, 
I  ask  unanimous  consent  to  revise  and 
extend  my  remarks  at  this  point. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  REES  of  Kansas.  Mr.  Chairman, 
I  believe  the  joint  returns  for  husband 
and  wife  should  remain  in  the  bill.  It 
should  be  understood  this  provision  does 
not  affect  the  income  tax  of  any  family 
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where  the  net  joint  earnings  are  as  much 
as  $4,000  or  less.  It  does  not  materially 
increase  the  tax  on  incomes  except  where 
they  net  several  thousand  dollars  per 
year. 

As  a  matter  of  fact  we  are  advised  that 
less  than  6  percent  of  the  tax  returns 
filed  last  year  were  separate  reports. 
The  other  94  were  joint  reports.  In 
the  State' of  Kansas,  out  of  30,000  re¬ 
turns  filed,  only  3.3  percent  were  filed 
separately.  I  mention  this  to  show  that 
only  a  few  in  the  high-income  brackets 
are  affected.  It  certainly  is  a  group 
upon  which  there  will  be  no  particular 
hardship,  and  who  under  these  trying 
times,  should  be  willing  to  contribute  a 
little  more  to  help  carry  the  tax  load. 

Mr.  Chairman,  if  this  provision  is 
taken  out  of  the  bill,  it  will  mean  a  de¬ 
crease  in  taxes  on  those  who  are  able 
to  pay,  and  don’t  forget  it  will  likewise 
mean  an  increase  of  $330,000,000,  that 
will  have  to  be  collected  somewhere  else. 
Furthermore,  quite  an  amount  of  the 
added  income  is  the  result  of  the  huge 
Government  expenditures.  I  do  think 
this  section  could  well  be  amended  to 
allow  separate  returns  where  it  can  be 
shown  definitely  that  separate  incomes 
are  accrued  or  earned  by  the  individual 
effort  of  the  husband  or  wife,  as  the  case 
may  be.  If  we  adopt  this  amendment, 
then  they  can  divide  their  incomes  in 
order  to  save  the  additional  taxes. 

Mr.  Chairman,  it  seems  rather  strange 
the  Rules  Committee  of  the  House  would 
permit  this  section  to  be  amended  and 
not  allow  one  of  the  other  approximately 
100  provisions  of  the  bill  go  untouched. 
To  say  such  method  is  unfair  is  putting 
it  mild. 

Mr.  Chairman,  if  we  are  going  to  talk 
about  inequalities,  then  examine  the  bill 
and  you  will  find  plenty  of  them.  Of 
course,  whether  we  like  them  or  not, 
there  is  nothing  we  can  do  about  them. 
Let  me  call  your  attention  to  one  or  two 
items  on  the  point  of  inequality.  This 
bill  provides  an  extra  fiat  tax  on  a  yacht 
worth  several  thousand  dollars,  on  every 
limousine  with  its  private  chauffeur,  on 
every  high-priced  car,  and  $5  on  every 
automobile  of  every  kind  and  descrip¬ 
tion,  including  the  old  or  new  car  of  every 
farmer,  the  laborer,  and  the  car  that  is 
needed  to  carry  the  high-school  boys  and 
girls  to  and  from  schoool.  And  do  not 
forget -it  will  take  thousands  of  additional 
inspectors  and  employees  to  see  that  the 
law  is  enforced.  This  bill  makes  every 
school  boy  and  girl  who  is  learning  to 
play  the  violin  or  the  flute  in  the  school 
orchestra  or  the  horn  or  the  bass  drum 
in  the  town  band  pay  10  percent  extra  on 
such  instrument.  These  are  only  exam¬ 
ples  of  many  items  in  the  bill.  They  are 
mentioned  merely  because  so  much  has 
been  said  about  the  “inequity”  of  the 
provision  in  question. 

Mr.  Chairman,  I  do  not  believe  for  a 
minute  the  taxpayers  in  your  State  or 
my  State,  when  they  understand  the 
situation,  will  complain  because  hus¬ 
bands  and  wives  are  asked  to  include 
their  incomes  on  a  joint  return,  when 
they  understand  it  will  not  increase  their 
taxes  unless  their  joint  net  earnings  are 
more  than  $4,000  a  year.  I  am  sure  if 
you  have  had  complaints  about  this  mat¬ 


ter  they  did  not  come  from  farmers,  who 
are  now  bearing  more  than  their  share  of 
the  load,  nor  from  the  laboring  man  or 
the  clerk  in  the  store,  or  Mr.  Average  Citi¬ 
zen,  as  you  and  I  know  him.  If  you  in¬ 
sist  on  this  amendment,  then  be  fair  and 
let  us  go  on  down  the  line  and  examine 
the  other  provisions  of  the  bill. 

Mr.  Chairman,  I  do  not  believe  the  com¬ 
paratively  few  taxpayers  whose  taxes  you 
choose  to  reduce  this  afternoon  will,  in 
view  of  the  emergency  and  under  the 
extraordinary  circumstances,  find  fault 
with  the  payment  of  this  tax. 

Mr.  Chairman,  there  are  many  fea¬ 
tures  in  this  bill  that  do  not  suit  me. 
But  there  is  nothing  I  can  do  about  them. 
I  do  trust  that  in  view  of  the  condition 
of  the  Federal  Treasury,  and  considering 
the  tremendous  burden  that  is  being  im¬ 
posed  on  our  people,  and  considering  that 
even  more  taxes  will  have  to  be  raised  to 
partially  take  care  of  the  ever-mounting 
expenditures  of  our  Government,  I  hope 
you  will  not  knock  out  the  provision  in 
question  and  ask  the  already  overtaxed 
citizens  to  make  up  the  additional 
$330,000,000. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  4  minutes  to  the  gentleman  from 
Massachusetts  [Mr.  Gifford], 

Mr.  GIFFORD.  Mr.  Chairman,  I 
waited  rather  patiently  for  3  days  to  dis¬ 
cuss  this  issue.  I  cannot  do  it  in  4 
minutes. 

I  note  that  some  people  have  been  able 
to  rise  above  principle  and  vote  for  this 
simply  because  it  would  bring  extra  taxes. 
Some  seem  to  have  admitted  this.  I 
cannot  agree  with  that. 

Would  you  not  like  to  give  your  daugh¬ 
ter  money  when  she  married  and  keep  it 
entirely  from  her  husband’s  knowledge  if 
she  desired?  Under  this  bill  she  must 
disclose  and  merge  it  with  her  husband’s 
affairs.  I  am  unwilling  to  place  her  in 
that  position  if  it  would  cause  disturbance 
in  her  marital  relation  and  tend  to 
jeopardize  her  financial  status. 

I  am  glad  the  gentlewoman  from  Ohio 
[Mrs.  Bolton]  courageously  discussed 
the  so-called  moral  side.  They  quote 
conditions  in  England  and  France.  I  had 
not  supposed  that  the  situation  in  those 
nations  was  on  a  higher  moral  plane 
than  ours.  I  had  thought  they  could 
carry  on  separate  establishments  with 
less  criticism  than  we  could.  To  illus¬ 
trate,  and  I  have  no  time  for  argument — 

“Wot  ees  zees  ‘Golden  Wedding’  you 
speak  of?”  she  asked.  “We  do  not  have 
eet  een  France.” 

“That,”  said  the  bishop,  “means  that 
this  woman  and  I  have  lived  together  for 
50  years.” 

“Ah,  zat  ees  beautiful”  the  girl 
breathed.  “So  now  you  are  getting  mar¬ 
ried,  no?” 

Certainly  we  are  not  going  to  say  that 
our  morals  are  below  the  morals  of  those 
countries,  but  money  is  a  very  tender 
point.  Women  today  who  can  make 
their  own  living  hesitate  about  getting 
married.  Why  not  force  them  to  marry 
by  way  of  a  tax?  Under  this  bill  you  will 
note  that  you  have  to  make  a  sworn  re¬ 
turn  and  declare  under  oath  whether  you 
are  living  together  or  not.  Many  married 
people  can  live  very  happily  in  separate 
establishments  no  doubt. 


He  said:  “I  have  been  getting  along 
splendidly  for  3  years  with  my  wife.” 

“Have  you,  indeed?” 

“Yes.” 

“What  is  the  matter  now?” 

“She  came  back.” 

Mr.  Chairman,  these  may  be  slightly 
illustrative.  I  did  have  a  speech  I 
thought  of  some  importance,  as  I  had  re¬ 
ceived  valuable  suggestions  from  many 
who  have  written  me  their  opinions. 

Many  a  woman  would  say,  “What  I 
have  is  mine,  it  don’t  belong  to  my  hus¬ 
band;  it  never  did;  why  should  I  dis¬ 
close  it  to  him?” 

And  so  with  the  husband.  A  happy 
married  life  does  not  demand  that.  The 
question  of  money  does  separate  many. 
You  may  call  it  “twaddle,”  if  you  will,  but 
you  cannot  make  people  love  each  other 
by  this  bill. 

We  favor  marriage.  We  give  a  married 
couple  $2,000  exemption.  But  we  now 
turn  on  them  and  soak  them  good  by  this 
bill. 

I  care  and  know  little  about  your  com¬ 
munity-property  laws.  They  may  be  vic¬ 
ious — I  rather  think  they  are.  We  are 
thinking  of  the  status  of  women  as  a 
principle.  It  may  be  all  right  if  they  are 
happily  married  and  willing  to  disclose 
and  share  property  with  their  husband, 
but  I  do  not  want  to  see  them  forced  to  do 
so  by  legislation.  Our  women  are  inde¬ 
pendent  persons,  and  I  must  recognize 
their  full  rights  as  such. 

It  may  be  a  good  thing  to  have  no  joint 
return,  and  make  everybody  file  separate 
returns.  If  we  want  to  save  taxes  on  our 
salary  by  having  our  wives’  property 
losses  deducted  we  can  now  and  do  make 
joint  returns.  Would  we  not  get  more 
revenue  by  compulsory  separate  returns? 
Why  do  we  not  examine  these  figures? 
Perhaps  it  would  be  better  to  recognize 
husband  and  wife  as  separate  people  and 
force  everybody  to  file  separate  returns. 
I  do  believe  greater  revenue  would  be  ob¬ 
tained  and  violation  of  principle  com¬ 
plained  of  avoided. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  2  minutes  to  the  gentleman  from 
Louisiana  [Mr.  Allen], 

COMPULSORY  JOINT  INCOME-TAX  RETURNS 

Mr.  ALLEN  of  Louisiana.  Mr.  Chair¬ 
man,  the  Ways  and  Means  Committee 
has  worked  hard  and  long  on  this  great 
tax  bill  and  deserves  much  credit.  The 
bill  is  the  biggest  tax  bill  in  our  his¬ 
tory.  It  is  the  result  of  several  months 
of  work.  The  sums  involved  in  the  bill 
are  staggering,  but  we  have  heard  the  de¬ 
mand  from  all  parts  of  the  country  to 
render  aid  to  England,  and  it  takes  a  lot 
of  money  to  do  the  things  we  are  doing. 
I  shall,  therefore,  vote  for  the  bill  because 
it  seems  necessary. 

I  rise  in  opposition,  however,  to  sec¬ 
tion  111  which  requires  husbands  and 
wives  to  file  a  joint  income-tax  return. 
I  shall  support  the  motion  by  the  gentle¬ 
man  from  California  [Mr.  Buck]  to  strike 
this  section  from  the  bill.  It  seems  to 
me  that  this  matter  may  be  considered 
from  two  aspects.  First,  the  question  of 
policy  and,  next,  the  question  of  power. 
As  a  matter  of  policy,  is  it  good  for  Con¬ 
gress  to  do  that?  Then  does  Congress 
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have  the  power  to  do  it?  I  shall  prob¬ 
ably  not  have  time  to  go  into  the  latter. 

LOUISIANA  LEGAL  HISTORY 

Louisiana  has  had  three  flags  to  fly 
over  it — the  Spanish,  French,  and  United 
States  flags.  Louisiana,  as  you  know,  was 
purchased  from  France  in  1803  and  it 
remained  a  territory  until  1812  at  which 
time  it  was  admitted  to  the  Union.  Prior 
to  its  admission,  the  Code  Napoleon, 
found  in  the  colony,  had  been  adopted 
by  the  territorial  legislature  as  the  law 
of  the  land,  and  this  became  the  Code  of 
1808.  Students  of  legal  history  know  that 
the  Code  Napoleon  had  a  connection 
with  the  Roman  law  of  the  time  of  Em¬ 
peror  Justinian.  When  Louisiana  was 
admitted  to  the  Union  in  1812,  the  Con¬ 
gress  and  President  Jefferson  knew  that 
the  the  basic  law  of  Louisiana  was  the 
French  law,  as  set  forth  in  the  Civil  Code. 
We  were  accepted  into  the  Union  under 
that  system.  That  was  129  years  ago  and 
105  years  before  we  had  our  income-tax 
law. 

I  hold  in  my  hand  a  copy  of  the  Civil 
Code  of  Louisiana.  Much  of  it  is  similar 
to  the  Code  Napoleon.  In  fact,  many  of 
the  articles  still  bear  the  old  number. 

CHARGE  OF  TAX  EVASION 

Mr.  Chairman,  I  regret  that  speaker 
after  speaker  has  taken  the  floor  on  this 
bill  and  many  of  them  undertake  to  make 
it  appear  that  people  from  community- 
property  States  are  tax  evaders.  You 
propose  in  this  bill  to  strike  down  our 
basic  law — the  Civil  Code.  Are  we  to  be 
called  tax  evaders  because  we  operate 
under  a  legal  system  contrary  to  most  of 
the  other  States?  You  charge  that  the 
community-property  States  have  an  ad¬ 
vantage.  That  is  open  to  debate.  Our 
system  of  law  may  have  some  advan¬ 
tages,  but  it  might  have  some  things  that 
you  in  the  common-law  States  might  not 
like.  In  fact,  some  States  that  formerly 
had  the  community-property  system 
abandoned  it  when  common-law  citizens 
moved  in.  But,  be  that  as  it  may,  it  can¬ 
not  with  honesty  be  said  that  we  are  tax 
evaders  in  the  community-property 
States  merely  because  we  operate  under  a 
system  unlike  yours.  Certainly  we  did 
not  create  the  so-called  advantage,  and 
the  law  was  not  adopted  133  years  ago 
with  any  such  thought. 

INVASION  OF  STATE’S  RIGHTS 

The  question,  therefore,  of  any  so- 
called  advantage  is  really  not  material 
to  the  issue.  The  real  issue  is,  Can  Con¬ 
gress  practically  strike  with  nullity  the 
very  basic  laws  which  were  the  founda¬ 
tion  of  our  admission  into  the  Union? 
Can  Congress  go  into  a  sovereign  State 
and  strike  down  our  legal  system.  Is  it 
legally  possible  and  is  it  morally  right? 
Under  our  system  of  law,  marriage  is  a 
contract,  a  partnership.  The  two  spouses 
own  in  equal  parts  the  products  of  their 
labor.  As  stated  a  moment  ago,  that 
fact  was  known  to  the  President  and 
Congress  in  1812  when  we  came  in.  The 
rights  embodied  in  our  legal  system  might 
be  considered  as  a  sort  of  reservation  of 
rights.  Can  this  Congress  now  133  years 
later  deny  those  rights?  I  want  to  re¬ 
mind  you  from  the  common-law  States 
who  are  minded  to  assist  in  this  invasion 
of  States’  rights  that  you  would  do  well 


to  proceed  with  caution  because  that 
same  exercise  of  Federal  power  might 
rise  up  to  haunt  you. 

PENALTY  ON  MARRIAGE 

I  am  not  impressed,  Mr.  Chairman, 
with  the  argument  that  the  mandatory 
joint  return  would  lead  to  divorces,  im¬ 
morality,  and  so  forth.  I  subscribe  to 
the  view  that  marriage  is  sacred  and  can¬ 
not  and  will  not  be  placed  on  a  dollar 
basis.  But  I  do  accept  the  argument 
that  it  will  place  a  penalty  on  ma>-riage, 
and  there  seems  little  doubt  about  that. 
The  very  fact  that  the  combined  incomes 
of  husband  and  wife  are  added  together 
so  as  to  put  the  aggregate  in  the  higher 
surtax  bracket  is  proof  that  it  does  pe¬ 
nalize  marriage.  The  tax  on  the  family 
unit  is  much  higher  than  it  would  be  on 
the  same  two  people  not  married.  The 
purpose  of  providing  exemptions  in  in¬ 
come-tax  laws  has  always  been  to  pro¬ 
mote  marriage,  to  encourage  home  build¬ 
ing,  to  induce  people  to  assume  the  re¬ 
sponsibilities  of  home  life.  The  home 
is  the  earliest  institution  and  it  was  di¬ 
vinely  established,  too.  That  divine  in¬ 
stitution  should  not  be  penalized.  This 
bill  does  exactly  that. 

ECONOMIC  AND  FINANCIAL  FREEDOM  OF  WOMEN 

Moreover,  Mr.  Chairman,  this  move 
would  go  far  to  deprive  American  wom¬ 
anhood  of  the  economic  and  financial 
freedom  it  has  won  over  scores  of  years. 
Women  in  America  long  ago  won  the 
right  to  vote,  and  Congress  and  the  vari¬ 
ous  State  legislatures  have  from  time 
to  time  unshackled  women  until  today 
they  are  no  longer  chattels  and  slaves 
but  are  the  proud  coworkers  with  men, 
freely  handling  their  own  financial  af¬ 
fairs,  and  competing  with  men  in  the 
arts,  sciences,  and  learned  professions. 
Who  would  take  this  backward  step? 
Who  would  relegate  woman  to  the  posi¬ 
tion  she  occupied  many  decades  ago?  A 
distinguished  gentleman  undertook  to 
warn  the  Members  awhile  ago  that  to 
vote  to  strike  this  section  out  of  the  bill 
would  bring  down  the  wrath  of  voters  on 
their  heads.  I  want  to  say  in  reply  to 
that  that  the  women  of  America  want 
this  blot  on  womanhood  stricken  from 
this  bill  and  I  want  to  remind  you  that 
the  women  do  about  half  the  voting  and 
they  do  all  of  the  cooking  and  any  group 
that  does  half  the  voting  and  all  the 
cooking  is  a  pretty  good  group  to  stick 
to. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Nevada  [Mr.  ScrtjghamL 

Mr.  SCRUGHAM.  Mr.  Chairman,  I 
hold  no  brief  for  dodgers  of  taxes,  wher¬ 
ever  their  residence,  but  I  rise  to  protest 
against  the  proposed  requirement  of  a 
compulsory  joint  income  return  for  hus¬ 
band  and  wife.  Such  a  requirement  will 
be  contrary  to  the  American  concept  of 
equal  rights  and  privileges.  Under  ex¬ 
isting  law  the  husband  and  wife  are 
separate  entities.  It  has  taken  centuries 
to  change  the  medieval  concept  that  the 
husband  and  wife  are  one,  and  that  one 
being  the  husband,  with  the  wife  a  chat¬ 
tel.  The  preposterous  assumption  that 
a  man  and  wife  are  one  only  for  income- 
tax  purposes  has  no  place  on  the  statute 


bocks  of  this  enlightened  Republic.  To 
require  a  woman  to  report  her  income 
as  being  the  income  of  her  husband  is  a 
flat  denial  of  the  independent  status  of 
womankind. 

In  the  past  it  has  clearly  been  the 
intent  of  Congress  not  to  penalize  the 
development  of  American  family  life,  and 
there  is  no  reason  to  now  change  its 
policy. 

There  is  nothing  new  in  this  theory 
of  the  joint  return.  It  was  originally 
proposed  as  a  constitutional  method  of 
invading  the  statutory  rights  of  the  so- 
called  community-property  States  and 
has  been  repeatedly  rejected.  It  is  arbi¬ 
trary  and  contrary  to  principles  of  our 
free  Republic.  I  also  have  another 
marked  objection  to  this  proposed  law 
which  I  desire  to  place  on  record. 

The  Second  Revenue  Act  of  1940,  ap¬ 
proved  October  8,  1940,  carries  the  fol¬ 
lowing  section  which  is  now  the  law: 

Sec.  731.  Corporations  engaged  in  mining  of 
strategic  metals  in  the  case  of  any  domestic 
corporation  engaged  in  the  mining  of  tung¬ 
sten,  quicksilver,  manganese,  platinum,  an¬ 
timony,  chromite,  or  tin,  the  portion  of  the 
adjusted  excess  profits  net  income  attributa¬ 
ble  to  such  mining  in  the  United  States 
shall  be  exempt  from  the  tax  imposed  by  this 
subchapter.  The  tax  on  the  remaining  por¬ 
tion  of  such  adjusted  excess  profits  net  in¬ 
come  shall  be  an  amount  which  bears  the 
same  ratio  to  the  tax  computed  without  re¬ 
gard  to  this  section  as  such  remaining  por¬ 
tion  bears  to  the  entire  adjusted  excess- 
profits  net  income. 

It  is  fully  recognized  by  all  of  the  agen¬ 
cies  of  our  Federal  Government  that  the 
strategic  metals  named  in  the  above- 
quoted  law  are  absolutely  necessary  to  the 
defense  of  this  country  in  the  present 
emergency  and  that  without  them  our 
position  becomes  grave,  indeed.  The 
above  section  of  the  law  was  passed  by 
the  Congress  and  approved  by  the  Presi¬ 
dent  for  the  express  purpose  of  develop¬ 
ing  and  bringing  into  production  every 
possible  domestic  source  of  these  metals. 

The  defense  agencies  of  our  Govern¬ 
ment  have  urged  the  mining  men  of  the 
United  States  to  seek  and  produce  the 
vitally  needed  metals  in  large  quantities, 
and  in  responding  to  the  request  of  their 
Federal  Government,  literally  hundreds 
of  these  men  have  made  heavy  commit¬ 
ments.  One  operation  alone  has  ex¬ 
pended  $5,000,000,  and  another  $3,500,- 
000,  and  so  forth. 

It  must  be  emphasized  and  realized 
that  these  properties  are  uneconom  c 
except  at  the  present  time,  and  that 
they  cannot  produce  at  the  end  of  the 
emergency  when  cheap  foreign  metals 
will  again  fulfill  the  normal  demand. 
Furthermore,  to  take  mere  than  the  30 
percent  of  normal  and  surtax  will  make 
impossible  the  return  of  the  many  mil¬ 
lions  of  dollars  of  investments  during 
the  short  life  that  may  be  anticipated 
for  these  properties.  These  mines  and 
mills,  many  of  which  are  just  going  into 
production,  have  no  record  of  prior 
earnings  and  an  excess-profits  tax  credit 
of  8  percent  on  invested  capital  will  be 
totally  inadequate  in  view  of  the  high 
risk  encountered  and  the  short  life  to 
be  expected. 

The  elimination  of  this  exemption 
from  the  excess-profits  tax  will  actually 
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result  in  loss  of  revenue  to  the  Govern¬ 
ment  instead  of  increased  revenues,  be¬ 
cause  the  throttling  of  incentive  to  seek 
and  develop  the  marginal  ores  will  kill 
productive  enterprise.  In  relying  on  the 
present  law  producers  are  venturing 
large  amounts  in  prospecting  and  conse¬ 
quently  are  taking  risks  of  large  losses. 
There  are  two  particularly  strong  rea¬ 
sons  why  the  Committee  on  Ways  and 
Means,  the  Congress,  and  the  executive 
branch  of  the  Federal  Government 
should  not  eliminate  this  well-considered 
exemption : 

First.  It  is  acting  in  bad  faith  with 
those  who  have  gone  ahead  with  the  de¬ 
velopment  of  these  metals  under  the 
appeal  and  encouragement  previously 
given. 

Second.  It  will  result  in  the  utter  dis¬ 
couragement  of  any  further  develop¬ 
ment  of  ore  bodies  or  recovery  processes 
for  these  metals. 

Again,  it  is  repeated  that  the  elimina¬ 
tion  of  this  exemption  will  not  bring  ad¬ 
ditional  revenue  but  that  it  will  result 
in  heavily  decreased  revenues  and  its  ef¬ 
fect  on  our  defense  program  will  be  dis¬ 
astrous. 

The  declared  objective  of  the  present 
excess-profit  tax  law  is  the  prevention 
of  war  millionaires  and  of  profiteering 
at  the  expense  of  the  national-defense 
program.  Congress  adopted  this  objec¬ 
tive  in  1940  and  again  in  March  of  this 
year.  The  primary  function  of  the  law 
is  to  tax  excess  profits  at  very  high  rates. 
It  is  essential  that  the  tax  apply  only  to 
true  excess  profits.  As  a  necessary  corol¬ 
lary,  normal  profits  should  remain  sub¬ 
ject  only  to  the  rates  of  a  normal  tax 
system. 

The  translation  of  this  policy  into  a 
specific  revenue  statute  is  not  easy. 
Yardsticks  for  measuring  “normal” 
profits  are  difficult  to  devise.  Neverthe¬ 
less,  the  higher  the  rates  of  tax,  the  more 
imperative  it  is  that  fair  standards  be 
selected  and  applied.  This  problem  of 
selection  is  seriously  complicated  by  the 
fact  that  business  enterprises  vary  so 
greatly  with  respect  to  their  organiza¬ 
tion  and  their  methods  of  financing  and 
operation.  Every  enterprise  involves 
fluctuating  profits,  recurring  losses,  and 
varying  factors  of  risk. 

The  present  law  prescribes  two  prin¬ 
cipal  methods  of  determining  the  allow¬ 
ance  for  normal  profits:  (1)  Ninety-five 
percent  of  the  average  earnings  for  the  4 
years,  1936-39,  or  (2)  an  8  percent  re¬ 
turn  upon  invested  capital.  We  believe 
the  general  plan  is  sound  and  fair. 
However,  the  application  to  the  mining 
industry  of  the  highly  technical  provi¬ 
sions  of  the  present  law  produces  unfair 
and  unintended  results  in  many  cases. 

The  following  outlines  the  more  impor¬ 
tant  facts  which  are  particularly  signifi¬ 
cant: 

(1)  Mining  is  a  peculiarly  hazardous 
industry — relying  upon  extraordinary 
profits  for  an  occasional  “hit”  to  offset  the 
losses  of  frequent  “misses.” 

(2)  Many  mines  are  “marginal”  pro¬ 
ducers,  and  metal  prices  are  widely  fluc¬ 
tuating.  For  example,  during  the  base 
period  years,  many  mines  were  shut  down 
or  were  operated  at  only  partial  capacity. 


(3)  Many  mines  were  recently  discov¬ 
ered — and  many  more,  it  is  to  be  hoped, 
are  awaiting  discovery.  In  such  cases, 
of  course,  their  earning  record  (if  any)  is 
inadequate. 

(4)  The  limited  “invested  capital”  of  a 
mine  in  full  production  usually  bears  no 
relation  to  the  normal  earning  capacity 
of  the  enterprise  and  is  insignificant  com¬ 
pared  to  the  true  value  of  the  property 
after  it  is  brought  into  full  production. 

(5)  The  defense  program  is  dependent 
upon  the  success  of  the  mining  industry, 
which,  in  turn,  is  dependent  upon  con¬ 
tinued  exploration,  discovery,  and  devel¬ 
opment. 

(6)  With  reasonably  stable  prices  which 
the  industry  is  assisting  the  Government 
to  maintain,  increased  production  results 
merely  in  earlier  realization  of  profits  and 
exhaustion  of  capital.  If  profit  per  unit 
does  not  increase,  there  can  be  no  true 
excess  profits. 

(7)  Average  earnings:  In  general,  the 
years  1936-39  were  not  representative  of 
normal  earnings  in  the  mining  industry. 
Some  mines,  because  of  low  prices  or  low 
demand,  were  shut  down  during  the 
whole  or  a  substantial  part  of  this  period, 
or  were  operating  at  very  low  capacity. 
Others  may  have  had  profits  in  1936  and 
1937,  but  losses  or  small  profits  in  1938 
and  1939.  In  such  a  period,  the  average 
earnings  credit  as  computed  under  the 
present  law  does  not  fairly  represent  nor¬ 
mal  profits.  Unless  such  mines  have  ade¬ 
quate  amounts  of  invested  capital  as  com¬ 
puted  under  the  present  la w,  they  may 
have  much,  if  not  all,  of  their  normal 
profits  subjected  to  an  excess-profits  tax. 

The  invested  capital  allowance  pre¬ 
sents  serious  problems  for  the  mining  in¬ 
dustry.  The  essential  difficulty  is  that, 
in  many  instances,  the  invested  capital 
allowance  is  not  commensurate  with  the 
real  value  of  the  mine.  Certainly  the 
invested  capital  should  not  be  limited  to 
the  cost  of  the  undeveloped  property. 
Many  mines  were  discovered  and  devel¬ 
oped  after  years  of  prospecting  and  labor, 
but  without  the  investment  of  substan¬ 
tial  amounts  of  capital.  If  the  ore  body 
has  been  developed  or  discovered  during 
or  after  the  base  period,  there  will  be  no 
adequate  earnings  record.  Even  for  a 
mine  previously  discovered  or  developed, 
adverse  conditions  may  have  resulted  in 
wholly  inadequate  base-period  earnings. 
In  the  absence  of  either  invested  capital 
or  prior  earnings,  substantially  all  the 
profits  of  such  mining  enterprises  will 
be  subject  to  excess-profits  tax,  unless 
the  special  relief  provisions,  which  are 
limited  in  application  and  often  inade¬ 
quate,  can  be  applied. 

Limitations  in  present  provisions:  The 
provisions  in  the  present  law  dealing 
with  the  treatment  of  abnormalities  are 
not  general  in  character;  in  fact,  they 
are  so  phrased  and  limited  that  it  is  the 
exception  abnormality  that  can  be  re¬ 
lieved  under  these  provisions,  because  of 
the  strictness  of  their  terms.  They  fail 
to  give  relief  not  only  in  cases  of  unan¬ 
ticipated  abnormality  but  in  many  cases 
where  hardship  due  to  abnormality  can 
be  anticipated.  The  effect  of  the  act  is 
unreasonable  as  regards  what  hardships 
are  relieved  against  and  what  hardships 
are  not,  and  in  many  cases  the  tax  result 
will  be  out  of  line  with  the  common-sense 


business  view  that  the  worst  kind  of  ab¬ 
normality  is  the  one  that  penalizes  one 
competitor  and  does  not  penalize  an¬ 
other. 

(a)  No  kind  of  abnormality  of  invested 
capital  is  relieved  against. 

(b)  In  the  case  of  abnormalities  of 
income  for  the  current  taxable  year  no 
relief  is  provided  for  except  with  refer¬ 
ence  to  an  item  which  can  be  attribu¬ 
table  in  whole  or  in  part  to  some  other 
than  the  current  taxable  year. 

The  vast  field  of  other  income  abnor¬ 
malities  which  are  peculiar  to  the  current 
taxable  year  is  left  wholly  unrelieved. 
One  of  them  is  the  case  where  income  has 
been  substantially  increased  merely  by 
improving  executive  management  or  by 
going  into  a  different  kind  of  business; 
for  instance  improvement  starting  in 
the  year  1940  and  culminating  2  or  3 
years  later  in  sound  business  results  hav¬ 
ing  nothing  to  do  with  profiteering  or 
anything  connected  with  the  war  situa¬ 
tion.  The  only  place  in  the  law  where 
any  special  treatment  of  abnormalities 
of  income  in  the  taxable  period  is  dealt 
with  is  section  721;  even  as  to  income 
which  is  attributable  to  some  earlier  or 
some  later  year,  no  relief  at  all  is  to  be 
given  unless  a  comparison  with  a  4-year 
test  period  shows  that  the  abnormal  item 
in  the  taxable  period  is  more  than  125 
percent  of  the  average  amount  of  the 
gross  income  of  the  same  class  during 
the  test  period.  This  depends  entirely 
on  how  the  word  “class”  is  construed,  and 
at  best  puts  an  unreasonable  limitation 
on  the  amount  of  the  relief. 

Suppose  the  taxpayer  has  an  unusual 
item  of  income  for  services  in  the  current 
taxable  year,  with  no  taint  of  profiteer¬ 
ing  or  of  war  activity.  Even  though  at- 
tr.butable  to  another  year,  it  cannot  be 
shifted  or  adjusted  if  the  bureau  holds, 
in  determining  the  average  amount  of 
the  gross  income  of  the  same  class  during 
the  4-year  test  period,  that  certain  other 
items  of  income  abnormally  received  dur¬ 
ing  those  test  years  are  of  the  same  class. 
Also,  if  the  income  of  that  class  in  the 
current  taxable  year,  is,  say,  $125,000, 
and  the  average  amount  of  gross  income 
of  the  same  class  for  the  test  period  is, 
say,  $100,000,  the  corporation  gets  no 
relief  whatever  for  the  $25,000  excess. 
In  other  words,  this  $25,000  of  income  is 
treated  in  this  law  as  if  it  deserved  to  be 
considered  excess,  when  it  plainly  is  not 
excess  income. 

(c)  The  only  other  provisions  for  the 
relief  of  abnormalities  are  those  dealing 
with  base-period  income  for  purposes  of 
the  income  credit.  Any  relief  along  this 
line  must  be  found  either  in  section  711 
(b),  (1),  (H),  (I),  (J),  and  (K),  or  in 
section  722. 

In  the  provision  concerning  abnormal 
deductions  in  section  711  (b),  (1),  (J), 
there  are  the  same  difficulties  as  to  the 
application  of  the  term  class  and  the 
same  difficulties  growing  out  of  the  125- 
percent  figure. 

Suppose  a  corporation  had  to  pay  a 
fee  of  $25,000  in  one  of  the  base-period 
years  for  attorneys’  fees  in  resisting  an 
unfounded  Government  claim  for  wind¬ 
fall  taxes.  That  would  seem  to  be  ab¬ 
normal,  but  if  the  Government  should 
hold  that  the  class  is  attorneys’  fees,  and 
the  company  from  year  to  year  has  paid 
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attorneys’  fees  averaging  $20,000  a  year 
any  relief  is  denied  here.  Furthermore, 
if  the  taxpayer  is  otherwise  entitled  to 
relief  under  section  711  (b)  (1)  (H)  (I) 
or  ( J) ,  he  does  not  get  the  relief  unless 
the  taxpayer  establishes  that  the  abnor¬ 
mality  is  not  due  to  “an  increase  in  the 
gross  income  of  the  taxpayer”  in  its  base 
period,  or  a  decrease  in  the  amount  of 
seme  other  deduction  in  its  base  period, 
and  is  not  due  to  a  change  at  any  time  in 
the  type,  manner,  or  operation,  size  or 
condition  of  the  business  (subdivision 
(k)  (ii) ) . 

If  the  taxpayer  gets  by  all  these  ob¬ 
stacles,  it  is  still  denied  the  relief  by  sub¬ 
division  (K)  (iii)  unless  the  abnormal 
deduction  item  in  the  base-period  year  is 
less  than  the  amount  of  the  deductions 
of  such  class  for  the  current  taxable  year. 
That  is,  suppose  the  amount  paid  for 
attorneys’  fees  in  defending  against  a 
windfall  tax  claim  was  $30,000,  and  the 
average  for  attorneys’  fees  in  the  test 
period  was  $20,000,  the  taxpayer  might 
get  an  adjustment  to  the  extent  of  $5,000, 
but  if,  because  of  business  expansion  and 
war  conditions,  its  attorneys’  fees  in  the 
current  taxable  year  had  been  as  much 
as  $30,000,  section  721  does  him  no  good. 

To  make  this  relief  depend  upon  the 
peculiar  conditions  of  the  current  tax¬ 
able  year — presumably  a  year  influenced 
by  war  conditions — must  result  in  the 
failure  of  any  relief,  in  many  cases  which 
ought  to  have  it. 

(b)  We  come  finally  to  the  long  and 
involved  section  722,  entitled  “Adjust¬ 
ment  of  abnormal  base  period  net  in¬ 
come.”  It  covers  an  extremely  narrow 
class  because  it  does  not  apply  at  all 
except  to  cases  where  the  taxpayer  has 
changed  the  character  of  the  business 
and  cases  where  there  was  interruption 
of  operations  due  to  the  occurrence  of 
abnormal  events.  In  other  words,  no 
taxpayer  that  did  not  change  the  char¬ 
acter  of  its  business  before  1940  or  did 
not  interrupt  its  operation  can  look  to 
722  for  any  relief  whatever. 

Even  the  taxpayer  whose  abnormali¬ 
ties  are  due  to  one  or  the  other  of  the 
foregoing  causes  gets  no  relief  except  it 
establishes  the  fact  showing  that  it  is 
outside  the  following  limitations: 

(A)  Genuine  abnormalities  no  matter 
how  unreasonable  the  results,  cannot  be 
considered  under  section  722  if  they  be¬ 
long  to  the  following  most  frequently  met 
with  instances  of  abnormality:  High 
prices  of  materials,  labor,  capital,  or  any 
other  agent  of  production,  low-selling 
price  of  the  product  of  the  taxpayer  or 
low  physical  volume  of  sale  owing  to  low 
demand  of  such  product  or  for  the  out¬ 
put  of  the  taxpayer. 

(B)  Even  though  a  taxpayer  suffered 
abnormal  losses  of  very  large  sums  in  the 
first  3  taxable  years,  it  gets  no  relief  at 
all  if  its  excess-profits  net  income  (as 
computed  under  sec.  722)  showed  a  rea¬ 
sonably  good  result.  That  is,  under  sec¬ 
tion  722  (b)  (4) ,  the  average  base  period 
net  income  under  section  722  can  never 
be  adjusted  to  a  lower  point  than  can 
its  last  taxable  year  in  the  base  period. 
The  insertion  of  this  limitation  will  pre¬ 
vent  relief  under  section  722,  without  any 
logical  reason  at  all,  in  a  considerable 
number  of  cases. 


(C)  There  is  no  relief  at  all  unless  the 
tax  computed  without  reference  to  sec¬ 
tion  722  exceeds  6  percent  of  the  tax¬ 
payer’s  normal  tax  net  income  for  such 
year. 

(D)  No  relief  under  section  722  is  pos¬ 
sible  except  to  the  extent  that  the  appli¬ 
cation  of  the  section  would  result  in  a 
diminution  of  the  excess-profits  tax 
otherwise  payable  by  more  than  10  per¬ 
cent. 

The  fact  that  a  great  many  words  in 
the  law  have  been  devoted  to  the  pro¬ 
visions  about  treatment  of  abnormalities 
does  not  mean  that  the  provisions  are 
bread  in  their  effect.  On  the  contrary, 
most  of  the  words  have  been  devoted  to 
cutting  down  the  area  of  application. 
The  unusual  cases  are  the  ones  that  are 
relieved,  the  usual  ones  are  the  ones  that 
are  left  unrelieved  by  the  existing  pro¬ 
vision. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
California  [Mr.  Thomas  F.  Ford]. 

Mr.  THOMAS  F.  FORD.  Mr.  Chair¬ 
man,  first  let  me  say  that  I  fully  appre¬ 
ciate  the  arduous  work  the  committee 
has  put  on  this  bill,  and  I  realize  the 
difficulties  encountered.  Faced  with  the 
necessity  of  raising  revenues  of  an  un¬ 
precedented  total,  doubtless  many  mem¬ 
bers  of  the  committee  accepted  provisions 
which  they  ordinarily  w'culd  oppose. 

With  the  closed  rule,  which  I  opposed, 
there  is  little  we  can  do  except  to  express 
our  opinion.  There  is,  however,  one  pro¬ 
vision  of  the  bill  which  we  can  demolish 
today,  and  that  is  the  section  providing 
for  joint  returns  of  income  tax  in  those 
States  where  separate  returns  are  the 
law.  The  people  of  my  State  think  they 
have  a  right  to  continue  to  regard  a  man 
as  a  human  being  and  a  woman  as  an¬ 
other  human  being.  They  do  not  think 
a  woman  should  loss  her  right  to 
economic  independence  as  this  provides. 
They  question  the  constitutionality  of 
the  provision  and  insist  that  if  a  State 
has  any  rights  at  all,  it  has  the  right  to 
determine  such  a  tax  policy  as  this. 

I  am  strongly  opposed  to  the  levying 
of  a  uniform  use  tax  on  automobiles.  It 
seems  to  me  ridiculous  that  a  workman, 
owning  a  $50  jallopy,  used  primarily  to 
go  to  and  from  his  work,  should  pay  the 
same  use  tax  as  that  levied  on  the  $5,000 
limousine.  If  those  cars  valued  at  less 
than  $300  were  exempt,  there  would  be 
some  justice.  Also  I  think  that  owners  of 
cars  valued  in  excess  of  $1,000  should 
pay  on  a  valuation  basis.  I  am  as  much 
opposed  to  a  use  or  unit  tax  on  automo¬ 
biles  as  I  am  to  a  poll  tax  on  individual 
voters. 

The  idea  of  taxing  radio  and  billboard 
advertising  and  exempting  magazines 
and  newspapers,  both  of  which  already 
enjoy  a  substantial  subsidy  amounting 
to  some  $129,000,000  per  year  in  the  way 
of  postage  rates,  seems  to  me  unjust. 

If  I  may,  I  would  like  to  ask  the  com¬ 
mittee  if  a  tax  on  newspapers  and  maga¬ 
zines  was  proposed;  on  what  ground  it 
was  eliminated:  and  just  what  argument 
was  presented  to  justify  the  exemption? 

This  was  partially  answered  by  one 
member  of  the  committee,  who  stated 
that  newspapers  and  magazines,  as  a 
source  of  revenue,  had  not  been  reached. 


Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Michigan  [Mr.  DingellL 

Mr.  DINGELL.  Mr.  Chairman,  we 
have  heard  a  great  deal  this  afternoon 
about  the  question  of  striking  section 
111  from  the  bill.  It  has  been  referred 
to  as  a  discrimination  against  women, 
against  married  couples,  and  in  other 
similarly  ridiculous  terms.  I  contend 
there  is  no  discrimination  in  section 
111,  either  real  or  implied,  insofar  as 
women  are  concerned.  In  fact,  there 
is  no  mention  of  either  skirts  or  breeches 
in  the  bill,  so  you  may  just  as  well  for¬ 
get  that  and  get  down  to  brass  tacks. 

We  hear  a  lot  of  talk  about  chivalry 
and  about  placing  women  in  bondage, 
and  that  the  section  seeks  to  make  mere 
chattels  of  women,  but  I  have  not  heard 
anybody  say  anything  about  misplaced 
chivalry  or  the  abject  submission  on  the 
part  of  some  women  who  have  permitted 
themselves  to  be  used  by  tax  evaders  in 
order  to  get  into  the  lower-income  tax 
brackets.  That  is  something  you  cannot 
explain  or  get  away  from.  In  my  State 
and  every  other  State  the  problem  we 
seek  to  correct  exists,  the  same  thing  is 
true.  Every  legalistic  scheme  possible 
was  employed  to  get  away  from  the 
higher  brackets  to  get  down  into  the 
lower  brackets  in  order  to  take  advan¬ 
tage  of  the  lower  tax  rate.  The  abuse  is 
in  full  bloom  in  the  community  property 
States,  particularly  expensive  to  the 
Government.  We  do  not  hear  any  ob¬ 
jection  to  section  111  from  the  94  per¬ 
cent  throughout  the  Nation  or  from 
about  97%  percent  in  my  State  v/ho  are 
already  and  without  compulsion  making 
joint  returns.  They  have  no  fears. 

This  objection,  Mr.  Chairman,  comes 
from  a  select  few  in  Michigan  and  in 
every  State.  The  howl  is  most  pro¬ 
nounced  from  the  direction  of  Califor¬ 
nia,  Texas,  and  the  community-property 
States.  'Who  are  they  who  oppose  the 
joint  return?  Based  on  my  mail — and  I 
think  the  same  is  true  generally — those 
listed  in  Who’s  Who  are  opposed  to  it, 
not  those  who  till  the  soil,  not  those  who 
mine  coal,  not  those  who  make  the  steel, 
not  those  who  are  in  the  military  camps 
today — but  the  select  and  privileged  few, 
that  element  referred  to  by  the  gentle¬ 
man  from  Illinois  [Mr.  McKeouch] 
that  in  the  past  few  years  transferred 
billions  of  dollars  of  securities  into  the 
hands  of  their  wives  in  order  to  get  away 
from  the  payment  of  their  just  share  of 
taxation. 

I  say  to  you  if  you  strike  section  111 
from  this  bill,  your  vote  will  haunt  you 
at  election  time,  and  that  is  not  any 
bugaboo.  That  is,  as  a  matter  of  fact, 
a  truth.  Insofar  as  I  am  concerned,  this 
question  is  not  dead  regardless  of  how 
it  goes  here  today,  because,  sooner  or 
later,  this  committee  is  going  to  have  to 
bring  before  this  House  a  bill  that  will 
restore  the  $323,000,000,  which  it  is  in¬ 
tended  by  the  minority  to  kick  out.  If 
you  do  that,  here  is  about  the  way  it  will 
hit  the  average  person. 

Under  this  bill  the  community-prop¬ 
erty  States  taxpayer  with  an  income  of 
$10,000  is  expected  to  pay  $880.  In  my 
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State  the  same  income-tax  payer  is  ex¬ 
pected  to  pay  $1,166.  If  you  strike  sec¬ 
tion  111  from  the  bill,  you  better  be  pre¬ 
pared  at  the  same  time  to  assume  an 
increased  tax  burden,  and  you  will  be 
called  upon  in  all  probability  to  pay 
$1,628.  If  you  want  to  do  that  for  the 
love  of  the  community-property  States, 
if  you  want  to  do  that  for  the  select  few 
of  your  State,  which  in  numbers  runs 
from  about  2*4  to  5  percent  of  the  total  of 
taxpayers,  if  you  want  to  confirm  the 
special  privilege  enjoyed  in  the  non- 
community-property  States,  then  by  all 
means  vote  to  kick  section  111  out  of  the 
bill  and  prepare  yourselves  to  pay  the 
difference,  because  that  is  exactly  what 
is  going  to  happen. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  3  minutes  to  the  gentleman  from 
Missouri  [Mr.  Cochran]. 

Mr.  COCHRAN.  Mr.  Chairman,  we 
hear  a  great  deal  in  reference  to  dis¬ 
crimination  in  assessing  taxes.  In  my 
opinion,  the  provision  requiring  husband 
and  wife  to  make  a  joint  return  is  not 
discrimination.  Those  who  claim  it  is 
discrimination  must  admit  it  affects  less 
than  5  percent  of  those  who  make 
income-tax  returns  because  it  is  my 
understanding  that  over  95  percent  of 
married  couples  make  joint  returns. 

Here  you  have  a  provision,  if  inserted 
in  the  bill,  will  require  husband  and  wife 
to  pool  their  income  and  make  a  joint 
return,  while  under  the  provisions  of 
existing  law  it  is  possible  for  a  husband 
to  reduce  his  taxes  by  presenting  as  a  gift 
to  his  wife  part  of  his  holdings  and  then 
the  wife  and  husband  would  make  indi¬ 
vidual  returns  which  would  not  be  sub¬ 
ject  to  as  much  surtaxes  as  a  joint  return 
y?culd  be.  It  is  true  at  the  time  the  gift 
was  made,  if  subsequent  to  1932,  the  gift 
tax  was  paid.  It  is  likewise  true  that 
some  wives  inherited  money,  other  than 
from  their  husbands,  or  a  business,  but  I 
am  informed  that  that  class  is  less  than 
1  percent.  Prior  to  1932,  with  the  ex¬ 
ception  of  1924,  there  were  no  gift  taxes, 
and,  therefore,  when  the  spouse  trans¬ 
ferred  money  to  one  another,  no  gift  tax 
was  paid. 

We  have  heard  much  about  ability  to 
pay  in  assessing  taxes.  That  is  just  ex¬ 
actly  what  you  are  doing  with  the  provi¬ 
sion  under  discussion,  assessing  those 
Who  have  ability  to  pay.  On  the  other 
hand,  if  the  motion  to  strike  this  provi¬ 
sion  from  the  bill  prevails,  the  measure 
will  be  over  $329,000,000  below  the 
amount  that  we  seek  to  raise.  We  must 
find  other  ways  to  raise  this  money  if 
you  strike  this  section  out,  and  I  predict 
that  in  the  end  the  great  majority  of  this 
amount  will  be  secured  through  excise 
taxes.  Now,  what  are  excise  taxes? 
Nothing  but  a  hidden  sales  tax,  and 
Where  less  than  5  percent  of  income-tax 
payers  are  affected  by  the  joint-return 
provision,  100  percent  of  income-tax 
payers,  including  that  class  whose  in¬ 
come  is  not  sufficient  to  require  them  to 
pay  any  income  tax,  will  be  directly 
affected  by  the  additional  excise  taxes. 
There  are  hundreds  of  thousands  who 
cannot  shoulder  this  burden.  They  only 
have  an  income  now  that  is  but  a  mere 
pittance. 


Nine  hundred  million  dollars  more  in 
revenue  will  be  raised  by  the  new  excise 
or  sales  taxes  as  provided  for  in  this  bill 
over  the  amount  raised  by  existing  law, 
which  is  $2,535,184,000.  You  expect 
under  this  bill  to  raise  $3,435,184,000  in 
excise  or  sales  taxes,  with,  as  I  say,  all 
the  people,  regardless  of  how  rich  or  how 
poor,  contributing  toward  that  amount. 
I  have  never  been  for  an  outright  sales 
tax,  and  I  hope  that  the  condition  of  this 
country  will  never  warrant  the  Congress 
in  imposing  a  sales  tax  because,  in  my 
opinion,  if  there  is  discrimination  a  sales 
tax  would  discriminate  against  those  who 
do  not  have  the  ability  to  pay,  including 
those  with  less  than  a  $1,000  yearly  in¬ 
come.  It  would  be  at  their  expense  that 
we  would  raise  the  revenue  and  the  bene¬ 
fits  would  accrue  to  those  who  have  the 
ability  to  pay. 

The  way  I  figure  it  out  is  that  I  will 
be  required  to  pay  approximately  three 
and  one-half  or  four  times  as  much  in 
taxes  next  year  as  I  paid  for  the  year  1940, 
with  no  increase  in  income.  I  make  no 
complaint,  because  if  it  is  necessary  for 
me  to  give  20  or  25  percent  of  my  in¬ 
come  to  the  Government,  I  am  perfectly 
willing  to  do  so,  if  the  balance  of  80  or 
75  percent  will  continue  to  be  worth  100 
cents  on  the  dollar. 

I  cannot  conceive  how  anyone  would 
want  inflation,  and  that  is  what  we  are 
headed  for  if  we  do  not  pay  part  of  the 
national-defense  bill  as  we  spend.  To 
saddle  this  entire  amount  upon  the  public 
debt  spells  inflation. 

I  am  sorry  to  hear  the  chairman  of 
the  committee  say  that  we  will  have  an¬ 
other  tax  bill  next  year.  If  it  is  on  the 
way,  why  not  do  the  job  now  and  not 
wait  until  next  year?  If  we  do,  and  we 
will  also  pass  legislation  providing  price 
control,  then  inflation  is  out  of  the  pic¬ 
ture  entirely. 

Let  us  think  now  of  the  95  percent  of 
our  taxpayers  who  will  be  affected  by 
the  defeat  of  this  proposal.  It  is  just 
one  more  effort  to  close  up  a  loophole  in 
our  tax  laws  through  which  a  small 
group  have  escaped  paying  a  just  tax. 
Their  country  by  dire  necessity  needs  this 
financial  help  now.  It  is  their  country 
that  protects  their  holdings,  and  they 
should  cheerfully  contribute  and  ask  no 
special  privileges. 

The  gentleman  from  New  York  [Mr. 
Reed]  stated  a  moment  ago  word  has 
come  in  the  last  few  days  to  both  sides 
of  the  aisle  that  if  this  provision  carries, 
look  for  no  compaign  contributions.  If 
there  is  one  Member  who  is  influenced  by 
such  a  threat,  then  I  say  that  Member 
is  not  fit  to  be  among  us.  I  cannot  con¬ 
ceive  that  such  a  statement  will  have  any 
bearing  on  any  vote;  at  least,  I  hope  it 
will  not.  I  ask,  would  they  rather  con¬ 
tribute  to  a  political  party  than  to  their 
country  that  is  in  need? 

I  sincerely  hope  that  the  motion  to 
strike  this  proposal  from  the  bill  is  de¬ 
feated. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Alabama  [Mr.  Patrick], 

Mr.  PATRICK.  Mr.  Chairman,  I  have 
heal’d  Members  get  exercised  here  be¬ 
cause,  they  say,  this  will  have  a  tendency 


to  decrease  the  birth  rate  in  America. 
Everybody  who  has  ever  studied  the  situ¬ 
ation  in  this  country  knows  that  the 
stork  will  come  down  the  chimney  right 
when  the  wolf  is  nosing  around  the  front 
door.  The  group  this  tax  should  come 
from,  the  group  that  you  hear  making  a 
big  outcry  in  connection  with  this  mat¬ 
ter,  is  not  as  a  rule  the  childbearing 
group.  So  you  can  disregard  that  argu¬ 
ment.  One  Member  stated  that  God 
never  instituted  marriage,  but  God  made 
man  and  woman,  and  man  and  woman 
instituted  marriage.  The  Book  of  Faith 
of  the  overwhelming  majority  of  this 
group  gives  a  divine  plan  and  initiation 
of  the  marriage  bond.  The  status  con¬ 
templated  in  this  part  of  the  bill  is  not  a 
fiction  but  a  fact. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  9  minutes  to  the  gentleman  from 
Texas  [Mr.  Sumners]. 

Mr.  SUMNERS  of  Texas.  Mr.  Chair¬ 
man,  I  assume  we  are  getting  toward 
the  conclusion  of  the  consideration  of 
this  motion.  It  is  a  tremendously  im¬ 
portant  thing  that  we  are  about  to  vote 
on.  In  the  first  place,  the  Ways  and 
Means  Committee  has  done  a  great  deal 
of  work  on  this  bill  and  I  agree  that  the 
Members  of  the  House  ought  to  stand  by 
the  members  of  that  committee  if  they 
can  in  good  conscience  and  sound  judg¬ 
ment  do  so. 

There  are  two  or  three  things  that  are 
important  and  I  want  to  talk  about  them 
in  a  conversational  way.  Before  I  do 
that,  may  I  suggest  to  the  distinguished 
gentleman  from  Illinois  that  possibly 
some  of  those  divorces  that  have  been 
granted  out  around  Reno  might  be  traced 
pretty  nearly  back  to  his  own  State,  but 
we  will  not  talk  about  that. 

If  this  provision  in  the  bill  does  not 
have  constitutional  support,  the  quicker 
that  is  determined  and  the  provision 
eliminated,  and  the  Ways  and  Means 
Committee  goes  to  work  finding  revenue 
from  a  source  that  will  stand  up,  the 
better  it  will  be  for  everybody.  That  is 
a  clear-cut  proposition.  Everybody  will 
agree  with  that  I  believe. 

Now,  let  us  see  about  that.  I  agree  with 
one  of  the  gentlemen  who  spoke  today 
that  these  constitutional  questions  should 
in  the  first  instance  be  determined  by  the 
House  itself. 

We  may  not  look  exclusively  to  the 
determinations  of  the  Supreme  Court  as 
conclusive  in  determining  our  own  re¬ 
sponsibility  and  duty  under  the  Constitu¬ 
tion  because  it  is  within  the  power  of 
the  Houses  of  Congress  in  instances  to 
do  a  violence  to  the  Constitution  which 
is  beyond  the  restraining  and  corrective 
power  of  the  court.  As  to  such  a  viola¬ 
tion,  we  answer  alone  to  our  conscience 
and  to  the  people.  However,  as  to  this 
sort  of  matter  we  must  operate  in  addi¬ 
tion  to  that  restraint  within  the  limita¬ 
tions  already  fixed  by  the  Supreme 
Court. 

Nobody  will  attempt  to  controvert  that. 
This  question,  this  identical  question  has 
been  directly  before  the  Supreme  Court 
and  the  Supreme  Court  as  definitely 
as  it  has  ever  announced  its  judgment 
declared  that  this  sort  of  a  tax  arrange¬ 
ment  cannot  stand  up.  That  is  what  we 
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are  up  against  as  a  practical  legislative 
preposition.  Not  only  do  we  have  this 
decision  of  the  Supreme  Court,  but  the 
decision  rests  on  reasons  that  are  sound 
and  compelling  and  within  the  under¬ 
standing  of  us  all.  Nobody  .ias  been  able 
to  challenge,  or  at  least  I  io  not  believe 
so,  the  soundness  of  the  reasoning  of  the 
majority  of  the  Supreme  Court  on  the 
question  which  arose  in  the  Hceper  case, 
from  which  I  quoted  extensively  last 
Friday  and  upon  which  the  Supreme 
Court  based  its  conclusion  that  what  is 
here  proposed  is  unconstitutional.  Even 
the  opinion  by  Mr.  Justice  Holmes  in 
that  case,  and  I  refer  to  the  dissenting 
opinion,  sustains  the  position  taken  here 
by  those  who  claim  this  provision  is  not 
constitutional.  Mr.  Justice  Holmes  held 
that  the  States  fix  the  status  of  husband 
and  wife  and  the  Supreme  Court  should 
recognize  that  fixation  as  binding.  The 
majority  of  the  Court  held  that  even  the 
State  of  Wisconsin,  which  had  the  con¬ 
stitutional  power  to  fix  the  marital  status, 
could  not  go  as  far  as  it  is  here  proposed 
to  have  the  Congvess  go,  which  has  no 
powers  whatever  to  fix  the  marital  or  the 
property  status  or  any  other  relationship 
incident  thereto. 

Justice  Holmes  held,  and  I  assume 
those  of  the  Court  who  agreed  with  him 
held,  that  the  determination  of  the 
status, — the  marital  relationship — was  a 
matter  that  was  in  the  governmental 
jurisdiction  and  power  of  the  States,  and 
that  the  State  in  passing  the  law,  the 
constitutionality  of  which  was  before  the 
court,  had  in  its  passage  to  that  degree 
fixed  the  marital  status,  and  it  was  there¬ 
fore  the  duty  of  the  Supreme  Court  to 
follow  the  determination  of  the  State.  I 
want  to  emphasize  this  point  because 
considerable  attention  has  been  centered 
upon  the  fact  that  Justice  Holmes  and 
the  now  Chief  Justice  dissented. 

That  dissenting  opinion,  held  that  the 
action  of  the  State  in  this  fixation  was 
within  its  power,  its  exclusive  power,  and 
was  binding  upon  the  Supreme  Court. 
That  is  exactly  the  contention  of  the 
opponents  of  this  provision.  I  realize 
this  is  an  unusual  way  to  examine  an 
opinion  by  the  Supreme  Court  but  point 
has  been  made  as  to  this  dissent,  and  I 
am  taking  the  liberty  of  pointing  out 
that  it  was  a  dissent  against  the  power  of 
the  Supreme  Court,  equally  applicable 
of  course  to  the  Congress,  to  disregard 
the  finality  of  the  State’s  action  in  fix¬ 
ing  the  status  of  husband  and  wife,  as 
that  status  may  be  considered  in  rela¬ 
tionship  to  income  tax. 

Thus  we  have  the  majority  of  the 
Court  holding  squarely  against  the  con¬ 
stitutionality  of  the  power  here  at¬ 
tempted  to  be  exercised  even  when  a 
State  which  has  the  power  to  fix  the 
marital  status  attempts  it,  and  the  minor¬ 
ity  declaring  the  finality  of  State  action 
fixing  the  marital  status,  and  so  forth. 
This  section  111  therefore  is  contrary  to 
the  reasoning  of  Mr.  Justice  Holmes  as 
to  the  finality  of  State  action  and  is  con¬ 
trary  to  the  clear-cut  opinion  of  the 
Supreme  Court  that  even  a  State  possess¬ 
ing  this  power  could  not  do  what  it  is 
here  proposed  to  have  the  Congress  do. 

Let  us  see  where  we  go  from  there. 
There  is  no  question — and  none  of  the 


gentlemen  who  have  appeared  heretofore 
have  questioned — that  States  have  fixed 
an  independent  -  marital  -  relationship 
status.  They  have  fixed  a  status  of 
woman  and  a  status  of  man  as  inde¬ 
pendent  with  reference  to  the  property 
they  own  and  the  obligations  they  owe 
to  the  Federal  Government,  as  if  they 
were  not  married  and  had  no  relationship 
at  all  with  each  other.  Nobody  is  going 
to  controvert  that,  and  I  assume  it  will 
not  be  controverted  that  in  so  doing  the 
States  were  operating  within  their  own 
exclusive  governmental  powers  and  their 
action  was  final  and  binding  upon  all 
governmental  agencies,  including  the 
Congress  and  the  courts,  subject,  of 
course,  to  certain  restrictive  constitu¬ 
tional  provisions  not  applicable  here. 

That  brings  us  face  to  face  with  this 
concrete,  definite  proposition:  Should  the 
Committee  on  Ways  and  Means,  in  the 
first  instance,  and  the  House,  in  the  sec¬ 
ond  instance,  disregard  that  fact,  that 
determinative  fact?  Should  we  attempt 
under  these  circumstances  arbitrarily  to 
put  these  two  legally  separate,  independ¬ 
ent  persons  together  in  their  tax  returns, 
thereby  forcing  them  into  a  higher 
bracket  by  the  mandate  of  Congress?  It 
seems  to  me  the  question  answers  itself. 
We  operate  under  constitutional  limita¬ 
tions  which  cannot  be  removed  by  reci¬ 
tation  of  the  percentage  of  the  people 
affected  or  the  need  for  more  money.  It 
cannot  be  done;  that  is  the  point,  how¬ 
ever  much  we  might  be  willing  to  do  it. 
The  Supreme  Court  has  held  we  cannot 
do  it,  and  reason  determines  that  we  can¬ 
not  do  it.  It  seems  to  me  every  consid¬ 
eration  should  prevent  us  from  doing  this 
very  thing. 

We  could  not  put  John  Smith  and  Bill 
Brown  together  in  one  tax  return  in  order 
to  make  John  Smith  and  Bill  Brown 
pay  more  money  into  the  Treasury  than 
they  otherwise  would  pay.  It  could  not 
stand  up.  It  has  been  knocked  down  by 
the  Supreme  Court.  We  can  just  as  well 
put  John  Smith  and  Bill  Brown  together 
and  compel  them  to  make  a  joint  return 
as  we  can  compel  the  woman  and  the 
man  because  they  are  married  to  make  a 
joint  return.  Insofar  as  anything  Con¬ 
gress  can  do  about  it,  the  Supreme  Court 
has  held  their  individual  status  for  tax 
purposes  to  be  the  same. 

Mr.  DINGELL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  SUMNERS  of  Texas.  I  yield  to 
the  gentleman  from  Michigan. 

Mr.  DINGELL.  Do  they  not  put  John 
Smith  and  Bill  Brown  together  in  a  part¬ 
nership  under  the  tax  laws? 

Mr.  SUMNERS  of  Texas.  I  would  like 
not  to  go  too  far  afield  if  my  friend  will 
excuse  me.  I  regret  to  oppose  this  great 
committee.  We  all  make  mistakes  in  our 
committees.  This  committee,  so  the  Su¬ 
preme  Court  in  the  Hoeper  case  says,  has 
made  a  mistake  by  incorporating  the 
provisions  of  111  in  this  bill. 

Under  the  Supreme  Court  decision 
they  could  just  as  well  say  that  the  farm¬ 
ers  in  a  community  or  any  other  group 
of  people  that  they  feel  they  could  put 
together  should  make  a  joint  return  and, 
therefore,  make  them  pay  more  money. 
True,  the  man  and  woman  are  husband 
and  wife,  but  they  are  independent  for 


the  purposes  of  income  taxation.  They 
are  just  as  independent,  insofar  as  the 
necessity  and  opportunities  and  obliga¬ 
tions  to  make  these  returns  are  con¬ 
cerned,  as  if  they  had  never  known  each 
other.  There  is  no  recognition  anywhere 
in  our  law  that  the  husband  and  wife 
as  to  their  separate  incomes  sustain  any 
sort  of  relationship  such  as  that  in  a 
partnership,  a  corporation,  or  in  a  volun¬ 
tary  association. 

We  love  our  friend,  the  chairman  of 
this  committee.  I  regret  to  have  to  dif¬ 
fer  with  him.  We  have  great  apprecia¬ 
tion  for  what  the  members  of  his  com¬ 
mittee  have  done.  If  the  position  of  the 
opponents  of  section  111  is  sound  we  are 
doing  no  disservice  either  to  the  com- 
mitttee  or  the  country  by  asking  for  its 
elimination  now.  The  contrary  is  true. 

Mr.  KEEFE.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SUMNERS  of  Texas.  I  yield  to 
the  gentleman  from  Wisconsin. 

Mr.  KEEFE.  Is  it  not  the  gentleman’s 
opinion  that  if  the  committee  is  correct 
in  its  assumption  of  power  to  tax  the 
family  as  a  unit  by  compelling  the  con¬ 
solidation  of  returns,  it  might  just  as 
well  have  gone  a  step  further  and  in¬ 
cluded  in  the  consolidated  return  the 
income  of  adult  children  who  are  living 
under  the  same  roof  as  a  part  of  the 
family? 

Mr.  SUMNERS  of  Texas.  I  went 
further  than  that  in  my  statement. 

Mr.  KERR.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SUMNERS  of  Texas.  I  yield  to 
the  gentleman  from  North  Carolina. 

Mr.  KERR.  Will  the  gentleman  con¬ 
cede  that  by  making  a  joint  return  the 
husband  and  wife  get  on  a  different  level 
of  taxes  than  if  a  single  return  is  made? 

Mr.  SUMNERS  of  Texas.  Probably 
that  is  so. 

Mr.  KERR.  If  the  gentleman  admits 
that,  how  can  you  do  that  under  section 
8  of  the  Constitution,  which  states  that 
all  taxes  must  be  uniform? 

Mr.  SUMNERS  of  Texas.  I  cannot 
discuss  that  great  question  in  the  minute 
remaining. 

Mr.  DISNEY.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SUMNERS  of  Texas.  I  yield  to  my 
friend  from  Oklahoma. 

Mr.  DISNEY.  May  I  inquire  if  the  dis¬ 
tinguished  gentleman  has  any  suggestion 
as  to  how  this  whole  situation  may  be 
cured? 

Mr.  SUMNERS  of  Texas.  No;  I  have 
not. 

Mr.  DISNEY.  The  gentleman  has 
not? 

Mr.  SUMNERS  of  Texas.  No;  I  can¬ 
not  profess  to  know,  as  the  gentleman 
knows,  how  to  do  it. 

Mr.  DISNEY.  I  remember  that  before 
when  the  gentleman  appeared  against 
the  resolution  of  the  gentleman  from 
Massachusetts  [Mr.  Treadway]  to  do 
away  with  the  community  property  pref¬ 
erence,  he  suggested  that  Congress 
should  not  do  it,  that  it  should  prepare  a 
statute  that  was  all-inclusive.  I  wonder 
what  the  gentleman  meant  by  that? 

Mr.  SUMNERS  of  Texas.  I  regret 
there  is  not  time  to  go  into  that  matter 
now  nor  any  other.  What  I  have  had 
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time  to  say  here  is  more  or  less  supple¬ 
mentary  to  what  the  committee  per¬ 
mitted  me  to  say  last  Friday,  which  ap¬ 
pears  at  page  6644  of  the  Record  of 
August  1. 

[Here  the  gavel  fell.] 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  the  balance  of  my  time  to  the  gen¬ 
tleman  from  New  York  [Mr.  Crowther]. 

Mr.  CROWTHER.  Mr.  Chairman,  of 
course  we  all  listen  with  great  interest 
to  the  distinguished  gentleman  from 
Texas  [Mr.  Sumners],  who  is  chairman  of 
the  Judiciary  Committee,  and  yet  as  I  sat 
there  I  marveled  that  in  his  state  of 
single  blessedness  he  should  know  so 
much  about  the  complications  of  the 
marital  status. 

Let  me  say  to  the  gentlemen  from  the 
community-property  States  that  they 
have  suggested  several  times  that  their 
constituents  have  been  accused  of  tax 
evasion  in  an  unfriendly  manner.  The 
fact  is  that  all  during  the  committee 
meetings  and  during  the  hearings  the 
proposition  advanced  was  that  under  the 
community-property  law  there  was  op¬ 
portunity  for  legal  avoidance  and  we  tried 
to  stress  that.  As  I  stated  the  other  day, 
Thomas  Adams,  the  great  expert,  said 
that  there  were  two  methods  of  getting 
away  from  taxes.  One  was  illegal  evasion 
and  the  other  was  legal  avoidance.  I 
thought  that  was  a  very  clever  differenti¬ 
ation,  and  under  the  community-property 
law  there  is  ample  opportunity  for  legal 
avoidance. 

Mr.  Chairman,  I  know  that  speeches 
are  not  going  to  change  anybody’s  mind 
as  to  how  he  is  going  to  vote  on  the 
amendment  that  has  been  offered.  I 
imagine  it  will  be  an  exhibition  of  about 
as  clear  independence  of  thought  in  the 
shape  the  matter  now  is  as  any  vote 
that  was  ever  taken  on  this  floor. 

Mr.  Chairman,  taxation  has  been  a 
troublesome  problem  ever  since  the  dawn 
of  civilization.  The  citizen  who  asked 
the  Saviour,  “What  shall  we  render  unto 
Caesar?”  presented  a  tax  problem.  And 
now  in  these  later  days,  amidst  the  com¬ 
plications  and  growing  responsibilities  of 
modern  civilization,  and  their  attendant 
vast  expenditures,  our  citizenry,  as  in 
days  of  old,  repeat  the  inquiry,  “What 
shall  we  render  unto  Caesar?” 

The  primary  purpose  of  levying  the  ad¬ 
ditional  taxes  in  this  bill  is  to  partially 
defray  the  cost  of  national  defense.  No 
one  member  of  the  committee  is  in  entire 
agreement  as  to  all  the  provisions  of  the 
bill.  It  is  in  a  sense  a  compromise  of 
conflicting  opinions  as  between  the  com¬ 
mittee,  the  Treasury  experts,  and  the 
associates  of  the  Joint  Internal  Revenue 
Committee. 

It  contains  but  one  drastic  change, 
when  considered  in  connection  with  pre¬ 
vious  tax  policies.  I  refer,  of  course,  to 
the  subject  under  discussion,  mandatory 
joint  returns. 

In  my  humble  opinion,  in  view  of  pre¬ 
vious  decisions,  the  courts  will  probably 
hold  that  such  a  policy  is  within  the 
realm  of  “reasonable  classification.” 

Mr.  Chairman,  throughout  the  length 
and  breadth  of  our  beloved  country  there 
has  come  from  the  press,  the  pulpit,  and 
the  political  rostrum  a  clarion  cry  for 
unity. 


What  a  splendid  opportunity  presents 
itself  at  this  moment  to  aid  in  effectuat¬ 
ing  that  unity.  An  opportunity  for  the 
Congress  and  for  the  folks  we  represent. 

Let  all  married  men  say  to  their  wives, 
“Fair  lady,  dost  thou  realize  that  in  mak¬ 
ing  separate  tax  returns  we  have  profited 
mightily  thereby  for  lo,  these  many 
years?  And  now,  forsooth,  Uncle  Sam 
desireth  to  put  his  house  in  order  and 
guard  it  against  those  who  would  destroy 
it.  Let  us  all  join  hands,  husbands  and 
wives,  of  both  community  property  and 
noncommunity  States  and  declare  that 
we  will  help  him.  You,  fair  lady,  will 
lose  none  of  the  rights  and  privileges 
that  you  have  so  assiduously  sought  and 
so  rightfully  deserved.  Your  status  is 
forever  assured  and  is  as  determinate  as 
the  position  of  the  pole  star.” 

If  I  thought  the  adoption  of  this  policy 
would  in  the  slightest  degree  restrict  or 
hamper  the  way  of  life  of  our  American 
women,  or  their  liberty  and  pursuit  of 
happiness,  I  would  not  thus  beseech  thee. 

Therefore,  I  pray  thee,  join  with  me  in 
this  endeavor  to  stimulate  this  spirit  of 
unity  which  has  contributed  so  materi¬ 
ally  and  is  so  necessary  to  the  mainte¬ 
nance  of  this  great  Republic. 

Mr.  Chairman,  I  yield  back  the  balance 
of  my  time. 

The  CHAIRMAN.  The  gentleman 
from  New  York  yields  back  2  minutes. 

Mr.  TREADWAY.  Mr.  Chairman,  I 
yield  the  2  minutes  I  have  remaining  to 
the  gentleman  from  North  Carolina. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
yield  myself  the  remainder  of  the  time 
and  I  ask  unanimous  consent  to  revise 
and  extend  my  own  remarks  in  the 
Record. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
North  Carolina? 

There  was  no  objection. 

Mr.  DISNEY.  Mr.  Chairman,  will  the 
gentleman  from  North  Carolina  yield  for 
one  question? 

Mr.  DOUGHTON,  I  yield  to  the  gen¬ 
tleman. 

Mr.  DISNEY.  I  desire  to  inquire  of 
the  chairman  of  the  committee  if  he  can 
see  any  reason  why  the  law  should  give 
the  family  the  right  to  exemptions  as  a 
unit  and  not  fix  upon  the  family,  the  hus¬ 
band  and  wife,  the  responsibility  of  tax- 
paying  as  a  unit. 

Mr.  DOUGHTON.  I  regret  that  that 
great  constitutional  question  was  not  pro¬ 
pounded  to  the  gentleman  from  Texas 
[Mr.  Sumners],  I  can,  of  course,  see  no 
justification  for  treating  married  cou¬ 
ples  one  way  for  purposes  of  the  exemp¬ 
tion  and  another  for  tax  purposes.  I 
would  like  for  someone  to  answer  that. 
If  they  cannot  combine  them  for  tax  pur¬ 
poses,  how  can  they  combine  them  for 
exemption  purposes?  When  it  is  to  their 
advantage  there  is  no  constitutional 
question  raised,  but  when  it  is  not  to 
their  advantage,  of  course,  the  constitu¬ 
tional,  right  is  brought  up  then  and  that 
interferes  with  their  conscience  or  their 
judgment  as  to  the  constitutionality  of 
the  proposed  provision  in  the  bill. 

The  pending  motion  to  strike  out  man¬ 
datory  joint  income-tax  returns  in  the 
bill  presents  no  personal  issue,  no  com¬ 
mittee  issue,  nor  does  it  constitute  a 


party  issue.  This  is  truly  a  national  is¬ 
sue  which  affects  every  citizen  and  espe¬ 
cially  every  Federal  taxpayer  in  the  coun¬ 
try.  In  simple  terms,  it  is  this: 

Should  all  Federal  taxpayers  be  placed 
upon  a  plane  of  equality,  regardless  of 
the  State  or  place  of  their  residence? 
Should  95  percent  of  the  taxpayers  be 
required  to  pay  higher  taxes  because  the 
law  permits  the  other  5  percent,  who  are 
more  able  to  pay  taxes  than  the  95  per¬ 
cent,  to  enjoy  a  special  subsidy? 

As  to  the  community-property  States, 
around  which  there  has  revolved  so  much 
discussion,  even  in  those  States  only  a 
very  small  minority  or  less  than  14  per¬ 
cent  get  any  advantage  from  the  dis¬ 
criminatory  provisions  of  the  present  law, 
while  the  other  86  percent,  even  in  the 
community-property  States,  must  pay 
higher  taxes  because  of  special  benefits 
received  by  the  few. 

How  Representatives  in  Congress  from 
those  community-property  States  can 
give  preferential  consideration  to  the  14 
percent,  when  in  so  doing  they  must  place 
heavier  burdens  on  the  86  percent,  is  be¬ 
yond  my  comprehension.  This,  of  course, 
is  for  them  to  reconcile  with  their  own 
consciences  and  the  people  whom  they 
represent.  But  what  about  the  96  per¬ 
cent  of  the  people  in  the  non-commu¬ 
nity-property  States  who  get  no  advan¬ 
tage  under  the  present  law  but  who  must 
pay  additional  taxes  on  account  of  the 
benefits  that  accrue  to  the  4  percent,  who 
are  more  able  to  pay  taxes  than  the  other 
96  percent? 

The  issue  is  clear,  but  unfortunately  not 
well  understood  by  the  entire  country. 
It  has  been  greatly  beclouded  by  the  most 
widespread  and  selfish  propaganda  I 
have  ever  known  in  connection  with  the 
consideration  of  any  tax  bill. 

To  my  colleagues  of  the  non-commu¬ 
nity-property  States:  Can  we  be  respon¬ 
sible  for  continuing  a  policy  or  a  provi¬ 
sion  of  law  which  compels  us  on  our  sal¬ 
aries  or  other  taxpayers  similarly  situ¬ 
ated,  under  similar  conditions,  to  pay 
$286  per  annum  more  for  the  support  of 
our  Government  than  those  living  in  the 
community-property  States?  How  can 
we  vote  to  condone  such  a  glaring  ineq¬ 
uity  and  injustice  to  the  people  whom  we 
represent?  They  may  not  all  know  or 
fully  understand  its  effect  now,  but  they 
certainly  will  as  the  result  of  the  wide 
publicity  now  being  given  to  this  subject. 
If  we  do  not  close  this  stupendous  loop¬ 
hole  and  stop  this  legal  tax  avoidance, 
then  how  can  we  justify  imposing  still 
heavier  taxes  or  increasing  present  taxes 
to  the  amount  of  $329,000,009  to  make  up 
the  amount  of  revenue  which  will  be 
lost  if  the  pending  motion  is  adopted? 
Everyone  must  recognize  that  this  is  one 
of  the  most  glaring  loopholes  which  has 
ever  been  permitted  under  our  tax  law. 

No  question  is  ever  settled  until -it  is 
finally  settled  right.  If,  by  any  chance, 
the  pending  motion  should  be  adopted 
today,  the  battle  will  not  be  ended  but 
will  continue  with  increased  fury.  If  the 
motion  to  strike  this  provision  from  the 
bill  prevails,  I  believe  that,  like  Banquo’s 
ghost,  the  problem  will  continue  to  haunt 
us  until  the  righteous  wrath  and  indigna¬ 
tion  of  the  intelligent  people  of  this  Na¬ 
tion  compel  the  removal  of  this  injustice. 
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Truth  crushed  to  earth  must  rise  again 
more  powerful  than  ever. 

Do  not  think  for  a  moment  that  if  you 
adopt  this  motion  you  will  not  have  to 
face  the  direct  issue  of  raising  this 
amount  from  some  other  source. 

There  is  no  way  by  which  we  can  avoid 
the  responsibility  for  the  three  and  one- 
half  billion  dollars  in  revenue  to  be 
raised  by  the  bill.  If  this  three  hundred 
million  is  lost  by  the  elimination  of  the 
joint-return  provision,  it  must  be  made 
up  somewhere  else.  It  may  come  back  to 
us  in  the  form  of  increased  income-tax 
rates,  or  in  the  excise-tax  group,  which 
increases  were  so  strenuously  opposed  by 
the  President,  or  in  all  of  these  types  of 
taxes.  It  may  fall  upon  automobiles,  up¬ 
on  gasoline,  or  any  one  of  the  other  com¬ 
modities  already  heavily  taxed. 

These  are  the  facts  which  must  be  in 
our  minds  as  we  approach  this  impor¬ 
tant  vote.  We  must  weigh  them  care¬ 
fully  and  take  the  responsibility  for  our 
action.  I  feel  certain  that  if  this  is  done 
the  motion  will  be  defeated  and  the  joint- 
return  provision  will  remain  in  our  bill. 

Mr.  KNUTSON.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  Yes. 

Mr.  KNUTSON.  Is  not  a  vote  to  eli¬ 
minate  section  111  in  effect  a  vote  to  in¬ 
crease  taxes  in  the  lower  brackets? 

Mr.  DOUGHTON.  Undoubtedly.  The 
people  in  the  lower  brackets  are  not 
affected  by  the  joint-return  provision 
unless  they  have  a  net  income  of  more 
than  $4,000. 

Mr.  Chairman,  my  friend,  the  gentle¬ 
man  from  Ohio  [Mr.  Jenkins],  raised 
the  Bible  and  waved  it  in  my  face,  and  in 
return  I  ask  him  to  read  the  Saviour’s 
Sermon  on  the  Mount  where  he  says: 

Lay  not  up  for  yourselves  treasures  upon 
earth,  where  moth  and  rust  doth  corrupt, 
and  where  thieves  break  through  and  steal. 

But  lay  up  for  yourselves  treasures  in 
heaven,  where  neither  moth  nor  rust  doth 
corrupt,  and  where  thieves  do  not  break 
through  nor  steal. 

For  where  your  treasure  is,  there  will  your 
heart  be  also. 

My  friends,  in  this  great  controversy, 
in  this  great  issue  of  national  signifi¬ 
cance,  it  seems  to  me,  and  I  regret  to 
think  it,  much  less  to  express  it,  that 
many  people  throughout  this  country 
have  a  working  agreement  between  their 
consciences  and  their  pocketbooks,  and 
if  that  condition  should  become  Nation¬ 
wide,  then  where  is  the  foundation  upon 
which  our  national  security  rests?  The 
issue  here  today  is  one  of  integrity,  one 
of  fair  dealing,  one  of  fair  play  in  mat¬ 
ters  of  taxation,  and  that  is  the  issue 
that  will  confront  us  and  must  confront 
us,  when  we  approach  the  settlement  of 
this  great  question.  Defeat  the  joint-re¬ 
turn  provision  today,  and  it  may  be  that 
the  taxes  on  automobiles  and  on  gasoline 
and  the  personal  income  taxes  will  have 
to  be  increased.  This  question  will  come 
back  to  haunt  you  like  Banquo’s  ghost, 
and  it  will  not  be  settled  until  it  is  set¬ 
tled  right. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  North  Carolina  has  ex¬ 
pired. 

All  time  has  expired. 


The  question  is  on  the  amendment 
offered  by  the  gentleman  from  California 
[Mr.  Buck]. 

The  question  was  taken;  and  there 
were  (on  a  division  demanded  by  tylr. 
Buck)  ayes  179  and  noes  135. 

Mr.  DOUGHTON.  Mr.  Chairman,  I 
demand  teilers. 

Tellers  were  ordered  and  the  Chair  ap¬ 
pointed  Mr.  Buck  and  Mr.  Doughton  to 
act  as  tellers. 

The  Committee  again  divided  and  the 
tellers  reported  there  were  ayes  197  and 
noes  139. 

So  the  amendment  was  agreed  to. 

The  CHAIRMAN.  Under  the  rule  the 
Committee  will  rise. 

Accordingly  the  Committee  rose  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Cole  of  Maryland,  Chairman  of  the 
Committee  of  the  Whole  House  on  the 
state  of  the  Union,  reported  that  that 
Committee  had  had  under  consideration 
the  bill  H.  R.  5417  and  pursuant  to  House 
Resolution  280  he  reported  the  same  back 
to  the  House  with  sundry  amendments 
adopted  in  Committee  of  the  Whole. 

The  SPEAKER.  Under  the  rule  the 
previous  question  is  ordered.  Is  a  sepa¬ 
rate  vote  demanded  on  any  amendment? 

Mr.  DOUGHTON.  Mr.  Speaker,  I  de¬ 
mand  a  separate  vote  on  the  Buck 
amendment. 

The  SPEAKER.  Is  a  separate  vote  de¬ 
manded  on  any  other  amendment?  If 
not,  the  Chair  will  put  them  en  grosse. 

The  other  amendments  were  agreed  to. 

The  SPEAKER.  The  Clerk  will  report 
the  amendment  upon  which  a  separate 
vote  is  demanded. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Buck:  On  page 
13,  beginning  in  line  5,  strike  out  all  of 
section  111. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  amendment. 

Mr.  DOUGHTON.  Mr.  Speaker,  on 
that  I  demand  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

The  question  was  taken  and  there 
were — yeas  242,  nays  160,  not  voting  30, 
as  follows: 

[Roll  No.  98] 

YEAS— 242 


Allen,  Ill. 

Byron 

Dondero 

Allen,  La. 

Camp 

Douglas 

Anderson,  Calif.  Cannon,  Fla. 

Downs 

Anderson, 

Capozzoli 

Dworshak 

N.  Mex. 

Carter 

Eaton 

Andresen, 

Chapman 

Elliott,  Calif. 

August  H. 

Chenoweth 

Elston 

Andrews 

Chiperfield 

Engel 

Angell 

Clason 

Englebright 

Arends 

Clevenger 

Fellows 

Baldwin 

Cluett 

Fenton 

Barry 

Coffee,  Nebr. 

Fish 

Bates,  Mass. 

Coffee,  Wash. 

Fitzgerald 

Baumhart 

Cole,  Md. 

Flannery 

Beckworth 

Cooley 

Ford,  Leland  M. 

Beiter 

Copeland 

Ford.  Thomas  F. 

Bell 

Costello 

Gale 

Bender 

Cravens 

Gamble 

Bennett 

Crawford 

Gavagan 

Bishop 

Crosser 

Gearhart 

Blackney 

Culkin 

Gerlach 

Bloom 

Cullen 

Gifford 

Boggs 

Cunningham 

Gillie 

Boland 

Curtis 

Gossett 

Bolton 

Day 

Graham 

Boykin 

Delaney 

Grant,  Ind. 

Bradley,  Mich. 

Dewey 

Green 

Brooks 

Dicksteln 

Guyer,  Kans. 

Brown,  Ohio 

Dies 

Hall. 

Buck 

Dirksen 

Leonard  W. 

Buckley,  N.  Y. 

Ditter 

Halleck 

Butler 

Domengeaux 

Hancock 

Harness 

Ludlow 

Satterfield 

Harrington 

Lynch 

Schaefer,  Ill. 

Harris,  Va. 

McCormack 

Schuetz 

Hart 

McGranery 

Scrugham 

Hartley 

McGregor 

Secrest 

Healey 

McLaughlin 

Shanley 

Hebert 

McLean 

Shannon 

Heffernan 

Maciejewski 

Sheppard 

Heidinger 

Maciora 

Sheridan 

Hess 

Magnuson 

Simpson 

Hill,  Wash. 

Mahon 

Smith,  Maine 

Hinshaw 

Mansfield 

Smith,  Ohio 

Hobbs 

Martin,  Iowa 

Smith,  Va. 

Holmes 

Martin,  Mass. 

Smith,  Wash. 

Howell 

Mason 

Smith,  W.  Va, 

Hunter 

Meyer.  Md. 

Somers,  N.  Y. 

Imhoff 

Mills,  La. 

South 

Izac 

Moser 

Stearns,  N.  H. 

Jackson 

Murdock 

Stratton 

Jarman 

Norrell 

Sumner.  Ill. 

Jarrett 

Norton 

Sumners,  Tex. 

Jenkins,  Ohio 

O’Brien,  Mich. 

Sutphin 

Jennings 

O’Brien,  N.  Y. 

Sweeney 

Johns 

O’Leary 

Taber 

Johnson,  Calif 

O’Toole 

Talle 

Johnson,  Ill. 

Pace 

Tenerowicz 

Johnson, 

Paddock 

Thomas,  Tex. 

Luther  A. 

Patman 

Thomason 

Johnson, 

Patton 

Tibbott 

Lyndon  B. 

Peterson,  Fla. 

Tinkham 

Johnson,  W.  Va 

.Pheiffer, 

Tolan 

Jones 

William  T. 

Traynor 

Jonkmau 

Pittenger 

Van  Zandt 

Kean 

Plauche 

Vorys,  Ohio 

Keefe 

Ploeser 

Wadsworth 

Kefauver 

Plumley 

Walter 

Kelley,  Pa. 

Poage 

Welch 

Kelly,  Ill. 

Powers 

Wene 

Kennedy, 

Ramspeck 

West 

Michael  J. 

Randolph 

Wheat 

Keogh 

Reece,  Tenn. 

Wigglesworth 

Kilburn 

Reed,  Ill. 

Wilson 

Kilday 

Robsion,  Ky. 

Winter 

Kinzer 

Rockefeller 

Wolcott 

Kleberg 

Rodgers,  Pa. 

Wolfenden,  Pa. 

Kopplemann 

Rogers,  Mass. 

Wolverton,  N.  J. 

Kramer 

Rolph 

Woodrum,  Va. 

Kunkel 

Russell 

Worley 

Lanham 

Sacks 

Wright 

Lea 

Sanders 

Young 

Leavy 

Sasscer 

NAYS— 160 

Youngdahl 

Andersen, 

Fulmer 

Mott 

H.  Car) 

Gathings 

Mundt 

Arnold 

Gehrmann 

Murray 

Barnes 

Geyer,  Calif, 

Myers,  Pa. 

Beam 

Gibson 

Nelson 

Bland 

Gilchrist 

Nichols 

Boehne 

Gore 

Oliver 

Bonner 

Granger 

Patrick 

Boren 

Gwynne 

Pearson 

Bradley,  Pa 

Haines 

Peterson  Ga. 

Brown  Ga. 

Hall, 

Pfeifer, 

Bryson 

Edwin  Arthur 

Joseph  L. 

Bulwinkle 

Hare 

Pierce 

Burdick 

Harris,  Ark 

Priest 

Burgin 

Harter 

Rabaut 

Byrne 

Hendricks 

Ramsay 

Canfield 

Hill,  Colo. 

Rankin  Miss. 

Cannon,  Mo. 

Hoffman 

Reed  N.  Y. 

Carlson 

Holbrock 

Rees,  Kans. 

Casey,  Mass. 

Hook 

Rich 

Clark 

Hope 

Richards 

Claypool 

Houston 

Rivers 

Cochran 

Hull 

Rizley 

Cole,  N.  Y. 

Jacobsen 

Robertson, 

Colmer 

Jensen 

N.  Dak 

Connery 

Johnson,  Ind. 

Robertson,  Va. 

Cooper 

Johnson,  Okla. 

Rogers,  Okla. 

Courtney 

Kee 

Sabath 

Cox 

Kennedy, 

Sauthoff 

Creal 

Martin  J. 

Scanlon 

Crowther 

Kerr 

Schulte 

D’Alesandro 

Kirwan 

Shafer,  Mich. 

Davis,  Ohio 

Knutson 

Short 

Davis.  Tenn. 

Kocialkowski 

Sikes 

Dingell 

Lambertson 

Smith,  Conn. 

Disney 

Larrabee 

Smith,  Pa. 

Doughton 

LeCompte 

Snyder 

Drewry 

Lesinski 

Sparkman 

Duncan 

Lewis 

Springer 

Durham 

McArdle 

Starnes,  Ala. 

Eberharter 

McGehee 

Steagall 

Edmiston 

McIntyre 

Stefan 

Eliot,  Mass. 

McKeough 

Stevenson 

Ellis 

McMillan 

Sullivan 

Faddis 

Manasco 

Tarver 

Fitzpatrick 

Marcantonio 

Taylor 

Flannagan 

May 

Terry 

Fogarty 

Merritt 

Thill 

Folger 

Michener 

Thom 

Forand 

Mills,  Ark. 

Treadway 

Ford.  Miss. 

Monroney 

Vincent,  Ky. 
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Vinson,  Ga. 

Weaver 

Wickersham 

Voorhls.  Calif. 

Weiss 

Williams 

Ward 

Whelchel 

Woodruff  ,  Mich. 

Wasielewskl 

Whittington 

Zimmerman 

NOT  VOTING- 

-30 

Barden 

Grant,  Ala. 

Osmers 

Bates,  Ky. 

Gregory 

Rankin,  Mont. 

Buckler,  Minn. 

Jenks,  N  H. 

Robinson,  Utah 

Burch 

Landis 

Romjue 

Cartwright 

Maas 

Rutherford 

Case.  S.  Dak. 

Mitchell 

Scott 

Celler 

O'Connor 

Spence 

Collins 

O’Day 

Thomas,  N.  J. 

Doxey 

O'Hara 

Vreeland 

Flaherty 

O’Neal 

White 

So  the  amendment  was  agreed  to. 

The  Clerk  announced  the  following 
pairs: 

On  this  vote: 

Mr.  O'Neal  for,  with  Mr.  Robinson  of  Utah 
against. 

General  pairs: 

Mr.  Doxey  with  Mr.  Vreeland. 

Mr.  Burch  with  Mr.  Landis. 

Mr.  Spence  with  Mr.  Scott. 

Mr.  Grant  of  Alabama  with  Mr.  Case  of 
South  Dakota. 

Mr.  Collins  with  Mr.  Rutherford. 

Mr.  Barden  with  Mr.  O’Hara. 

Mr.  Cartwright  with  Mr.  Jenks  of  New 
Hampshire. 

Mr.  Gregory  with  Mr.  Osmers. 

Mr  Romjue  with  Mr.  Thomas  of  New 
Jersey. 

Mr.  Mitchell  with  Mr.  Maas. 

Mr.  Bates  of  Kentucky  with  Miss  Rankin 
of  Montana. 

Mr.  White  with  Mr.  Buckler  of  Minne¬ 
sota. 

Mr.  Celler  with  Mr.  Flaherty. 

Mr.  O’Connor  with  Mrs.  O’Day. 

The  result  of  the  vote  was  announced 
as  above  recorded. 

The  SPEAKER.  The  question  is  on 
the  engrossment  and  third  reading  of 
the  bill. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  and  was  read  the 
third  time. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

Mr.  CROWTHER.  Mr.  Speaker,  I 
offer  a  motion  to  recommit. 

The  SPEAKER.  Is  the  gentleman  op¬ 
posed  to  the  bill? 

Mr.  CROWTHER.  I  am. 

The  SPEAKER.  The  Clerk  will  re¬ 
port  the  motion  of  the  gentleman  from 
New  York. 

The  Clerk  read  as  follows: 

Mr.  Crowther  moves  to  recommit  the  bill 
H.  R.  5417  to  the  Committee  on  Ways  and 
Means  with  instructions  to  report  the  same 
back  to  the  House  with  amendments  de¬ 
signed  to  raise  the  amount  of  revenue  lost 
by  the  elimination  of  section  111. 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
move  the  previous  question  on  the  mo¬ 
tion  to  recommit. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
the  motion  to  recommit. 

The  motion  was  rejected. 

The  SPEAKER.  The  question  is  on 
the  passage  of  the  bill. 

Mr.  DOUGHTON.  Mr.  Speaker,  on 
that  I  demand  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

Mr.  COOPER  and  Mr.  MARTIN  of 
Massachusetts  rose. 

The  SPEAKER.  The  Chair  will  recog¬ 
nize  first  the  gentleman  from  Tennessee, 
[Mr.  Cooper].  He  was  first  on  his  feet. 


Mr.  COOPER.  Mr.  Speaker,  a  parlia¬ 
mentary  inquiry. 

The  SPEAKER.  The  gentleman  will 
state  it. 

Mr.  COOPER.  The  vote  now  to  be 
taken  is  on  the  final  passage  of  the  bill. 
Is  that  correct? 

The  SPEAKER.  The  gentleman  is 
correct. 

The  Chair  recognizes  the  gentleman 
from  Massachusetts. 

Mr.  MARTIN  of  Massachusetts.  That 
was  the  inquiry  I  wanted  to  propound, 
Mr.  Speaker. 

The  question  was  taken;  and  there 
were — yeas  370,  nays  29,  not  voting  33, 
as  follows: 

[Roll  No.  99] 

YEAS— 370 


Allen,  Ill. 

Cullen 

Hill,  Colo. 

Allen,  La. 

Cunningham 

Hill,  Wash. 

Andersen, 

Curtis 

Hinshaw 

H.  Carl 

D’Alesandro 

Hobbs 

Anderson,  Calif.  Davis,  Ohio 

Hoffman 

Anderson, 

Davis,  Tenn. 

Holbrook 

N.  Mex. 

Day 

Holmes 

Andresen, 

Delaney 

Hope 

August  H. 

Dewey 

Houston 

Andrews 

Dickstein 

Howell 

Angell 

Dies 

Hunter 

Arends 

Ditter 

Imhoff 

Arnold 

Domengeaux 

Izac 

Baldwin 

Dondero 

Jacobsen 

Barnes 

Doughton 

Jarman 

Barry 

Douglas 

Jarrett 

Bates,  Mass. 

Downs 

Jenkins,  Ohio 

Baumhart 

Drewry 

Jennings 

Beam 

Duncan 

Jensen 

Beckworth 

Durham 

Johns 

Beiter 

Dworshak 

Johnson,  Calif. 

Bell 

Eaton 

Johnson,  III. 

Bender 

Ebernarter 

Johnson, 

Bennett 

Edmiston 

Luther  A. 

Blackney 

Eliot,  Mass. 

Johnson, 

Bland 

Eliott.  Calif. 

Lyndon  B. 

Bloom 

Ellis 

Johnson,  Okla. 

Boehne 

Elston 

Johnson,  W.  Va. 

Boggs 

Engel 

Jones 

Boland 

Englebright 

Jonkman 

Bolton 

Faddis 

Kean 

Bonner 

Fellows 

Kee 

Boykin 

Fenton 

Keefe 

Bradley,  Mich. 

Fitzgerald 

Kefauver 

Bradley,  Pa. 

Fitzpatrick 

Kelley,  Pa. 

Brooks 

Flannagan 

Kelly,  Ill. 

Brown,  Ga. 

Flannery 

Kennedy, 

Brown,  Ohio 

Fogarty 

Martin  J. 

Bryson 

Folger 

Kennedy, 

Buck 

Forand 

Michael  J. 

Buckley,  N.  Y. 

Ford,  Leland  M.  Keogh 

Bulwinkle 

Ford,  Miss. 

Kerr 

Burgin 

Ford.  Thomas  F.Kilburn 

Butler 

Fulmer 

Kilday 

Byrne 

Gale 

Kinzer 

Byron 

Gamble 

Kirwan 

Camp 

Gathings 

Kleberg 

Cannon,  Fla. 

Gavagan 

Kocialkowski 

Cannon,  Mo. 

Gearhart 

Kopplemann 

Capozzoli 

Gerlach 

Kramer 

Carlson 

Gibson 

Kunkel 

Carter 

Gifford 

Lanham 

Casey,  Mass. 

Gilchrist 

Larrabee 

Chapman 

Gore 

Lea 

Chenoweth 

Gossett 

Leavy 

Chiperfield 

Graham 

LeCompte 

Clark 

Granger 

Lesinski 

Clason 

Grant,  Ind. 

Lewis 

Claypool 

Green 

Ludlow 

Clevenger 

Guyer,  Kans. 

Lynch 

Cluett 

Gwynne 

McArdle 

Cochran 

Haines 

McCormack 

Coffee,  Nebr. 

Hall, 

McGehee 

Coffee,  Wash. 

Leonard  W. 

McGranery 

Cole,  Md. 

Halleck 

McIntyre 

Cole,  N.  Y. 

Hancock 

McLaughlin 

Colmer 

Hare 

McLean 

Connery 

Harness 

McMillan 

Cooley 

Harrington 

Maciejewski 

Cooper 

Harris,  Aik. 

Maciora 

Copeland 

Harris,  Va. 

Magnuson 

Costello 

Hart 

Mahon 

Courtney 

Harter 

Manasco 

Cox 

Hartley 

Mansfield 

Cravens 

Healey 

Martin,  Iowa 

Crawford 

Hebert 

Martin,  Mass. 

Creal 

Heffernan 

Mason 

Crosser 

Hendricks 

May 

Culkin 

Hess 

Merritt 

Meyer,  Md. 

Rizley 

Sumners,  Tex. 

Michener 

Robertson, 

Sutphin 

Mills,  La. 

N.  Dak. 

Sweeney 

Monroney 

Robertson,  Va. 

Taber 

Moser 

Rockefeller 

Talle 

Mott 

Rodgers,  Pa. 

Tarver 

Mundt 

Rogers,  Mass. 

Taylor 

Murdock 

Rogers,  Okla. 

Tenerowicz 

Myers,  Pa. 

Rolph 

Terry 

Nelson 

Russell 

Thill 

Nichols 

Sabath 

Thom 

Norrell 

Sacks 

Thomas,  Tex 

Norton 

Sanders 

Thomason 

O’Brien,  Mich. 

Sasscer 

Tibbott 

O’Brien,  N.  Y. 

Satterfield 

Tolan 

O’Leary 

Scanlon 

Traynor 

Oliver 

Schaefer,  Ill. 

Treadway 

O'Toole 

Schuetz 

Van  Zandt 

Pace 

Schulte 

Vincent,  Ky. 

Paddock 

Scrugham 

Vinson,  Ga. 

Patman 

Secrest 

Voorhis,  Calif. 

Patrick 

Shafer.  Mich. 

Vorys,  Ohio 

Patton 

Shanley 

Wadsworth 

Pearson 

Shannon 

Walter 

Peterson,  Fla. 

Sheppard 

Ward 

Peterson,  Ga. 

Sheridan 

Wasielewskl 

Pfeifer, 

Short 

Weaver 

Joseph  L. 

Sikes 

Weiss 

Pheiffer, 

Simpson 

Welch 

William  T, 

Smith,  Conn. 

Wene 

Pierce 

Smith,  Maine 

West 

Plauche 

Smith,  Ohio 

Wheat 

Ploeser 

Smith,  Pa. 

Whelchel 

Plumley 

Smith,  Va. 

Whittington 

Poage 

Smith,  Wash. 

Wickersham 

Powers 

Smith,  W.  Va. 

Wigglesworth 

Priest 

Snyder 

Williams 

Rabaut 

Somers,  N.  Y. 

Winter 

Ramsay 

South 

Wolcott 

Ramspeck 

Sparkman 

Wolfenden,  Pa. 

Randolph 

Starnes,  Ala. 

Wolverton,  N.  J. 

Rankin,  Miss. 

Steagall 

Woodruff,  Mich. 

Reece,  Tenn. 

Stearns,  N.  H. 

Woodrum,  Va. 

Reed,  Ill. 

Stefan 

Worley 

Rees,  Kans. 

Stevenson 

Wright 

Rich 

Stratton 

Young 

Richards 

Sullivan 

Youngdahl 

Rivers 

Sumner,  Ill. 

NAYS— 29 

Zimmerman 

Bishop 

Hall. 

Marcantonio 

Burdick 

Edwin  ArthurMills,  Ark. 

Canfield 

Heidinger 

Murray 

Crowther 

Hook 

Pitten'ger 

Dingell 

Hull 

Reed,  N.  Y. 

Dirksen 

Johnson,  Ind. 

Robsion,  Ky. 

Disney 

Knutson 

Sauthoff 

Gehrmann 

Lambertson 

Springer 

Geyer,  Calif. 

McGregor 

Tinkham 

Gillie 

McKeough 

Wilson 

NOT  VOTING— 

-33 

Barden 

Flaherty 

O’Neal 

Bates,  Ky. 

Grant,  Ala. 

Osmers 

Boren 

Gregory 

Rankin,  Mont. 

Buckler,  Minn. 

Jackson 

Robinson,  Utah 

Burch 

Jenks,  N.  H. 

Romjue 

Cartwright 

Landis 

Rutherford 

Case,  S.  Dak. 

Maas 

Scott 

Celler 

Mitchell 

Spence 

Collins 

O’Connor 

Thomas,  N.  J. 

Doxey 

O’Day 

Vreeland 

Fish 

O’Hara 

White 

So  the  bill  was  passed. 

The  Clerk  announced  the  following  ad¬ 


ditional  pairs: 

On  this  vote: 

Mr.  Vreeland  for,  with  Miss  Rankin  of  Mon¬ 
tana  against. 

Mr.  O’Neal  for,  with  Mr.  Celler  against. 

Until  further  notice: 

Mr.  Doxey  with  Mr.  Fish. 

Mr.  Burch  with  Mr.  Landis. 

Mr.  Spence  with  Mr.  Scott. 

Mr.  Grant  of  Alabama  with  Mr.  Case  of 
South  Dakota. 

Mr.  Collins  with  Mr.  Rutherford. 

Mr.  Barden  with  Mr.  O’Hara. 

Mr.  Cartwright  with  Mr.  ’  Jenks  of  New 
Hampshire. 

Mr.  Gregory  with  Mr.  Osmers. 

Mr.  Romjue  with  Mr.  Thomas  of  New  Jersey. 
Mr.  Mitchell  with  Mr.  Maas. 

Mr.  White  with  Mr.  Buckler  of  Minnesota. 
Mr.  Bates  of  Kentucky  with  Mr.  Flaherty 
Mr.  O’Connor  with  Mrs.  O’Day. 

Mr.  Robinson  of  Utah  with  Mr.  Jackson. 
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The  result  of  the  vote  was  announced 
as  above  recorded. 

A  motion  to  reconsider  was  laid  on  the 
table. 

Mr.  COOPER.  Mr.  Speaker,  I  ask 
unanimous  consent  that  in  enrolling  the 
bill  just  passed  the  Clerk  of  the  House  be 
authorized  to  make  changes  in  the  section 
numbers  and  cross  references  thereto 
made  necessary  by  the  striking  out  of 
section  111. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  DOUGHTON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  all  Members  who 
have  spoken  on  the  bill  may  have  5  legis¬ 
lative  days  in  which  to  extend  their 
remarks. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  HILL  of  Washington.  Mr.  Speak¬ 
er,  my  colleague,  the  gentleman  from 
Washington  [Mr.  Jackson],  is  unavoid¬ 
ably  absent.  Had  he  been  present  lie 
would  have  voted  for  the  so-called  Buck 
amendment  and  would  have  voted  for 

the  bill.  _ _ 

EXTENSION  OP  ENLISTMENTS  IN  THE 
NAVY 

Mr.  SABATH,  from  the  Committee  on 
Rules,  presented  the  following  report  on 
the  bill  S.  353  (H.  Res.  284)  to  provide 
for  the  extension  of  enlistments  in  the 
Navy  (Rept.  No.  1121),  which  was  read, 
and  referred  to  the  House  Calendar  and 
ordered  printed: 

Resolved,  That  immediately  upon  the 
adoption  of  this  resolution  it  shall  be  in 
order  to  move  that  the  House  resolve  itself 
into  the  Committee  of  the  Whole  House 
on  the  state  of  the  Union  for  the  considera¬ 
tion  of  S.  353,  a  bill  to  provide  for  the 
extension  of  enlistments  in  the  Navy.  That 
after  general  debate,  which  shall  be  con¬ 
fined  to  the  bill  and  shall  continue  not  to 
exceed  1  hour,  to  be  equally  divided  and 
controlled  by  the  chairman  and  the  rank¬ 
ing  minority  member  of  the  Committee  on 
Naval  Affairs,  the  bill  shall  be  read  for 
amendments  under  the  5-minute  rule.  At 
the  conclusion  of  the  reading  of  the  bill 
tor  amendment,  the  Committee  shall  rise 
and  report  the  same  to  the  House  with  such 
amendments  as  may  have  been  adopted, 
and  the  previous  question  shall  be  con*' 
sidered  as  ordered  on  the  bill  and  amend¬ 
ments  thereto  to  final  passage  without  in¬ 
tervening  motion  except  one  motion  to  re¬ 
commit. 

REQUISITIONING  OP  PROPERTY  RE¬ 
QUIRED  FOR  DEFENSE  OF  THE  UNITED 


STATES 
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Mr.  SABATH,  from  the  Committee  on 
Rules,  presented  the  following  report 
(H.  Res.  287)  on  the  bill  S.  1579  to 
authorize  the  President  of  the  United 
States  to  requisition  property  required 
for  the  defense  of  the  United  States 
(Rept.  No.  1122)  j  which  was  read,  and 
referred  to  the  House  Calendar  and 
ordered  printed: 

Resolved,  That  upon  the  adoption  of  this 
resolution  if  shall  be  in  order  to  move 
that  the  House  resolve  itself  into  the  Com¬ 
mittee  of  the  Whole  House  on  the  state  of 
the  Union  for  the  consideration  of  the  bill 
(S.  1579)  to  authorize  the  President  of  the 
United  States  to  requisition  property  re¬ 
quired  for  the  defense  of  the  United  States. 
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That  after  general  debate,  which  shall  be 
confined  to  the  bill  and  continue  not  to 
exceed  2  hours,  to  be  equally  divided  and 
controlled  by  the  chairman  and  ranking 
minority  member  of  the  Committee  on  Mili¬ 
tary  Affairs,  the  bill  shall  be  read  for 
amendment  under  the  5-minute  rule.  At 
the  conclusion  of  the  reading  of  the  bill 
for  amendment,  the  Committee  shall  rise 
and  report  the  same  to  the  House  with  such 
amendments  as  may  have  been  adopted,  and 
the  previous  question  shall  be  considered 
as  ordered  on  the  bill  and  amendments 
thereto  to  final  passage  without  intervening 
motion,  except  one  motion  to  recommit. 

EXTENSION  OF  REMARKS 

Mr.  McARDLE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Record  and  to  include 
therein  a  letter  from  President  Wilson, 
a  letter  from  former  Secretary  of  the 
Treasury,  Mr.  McAdoo,  and  a  letter  from 
Vtr.  Livingston  Farrand  of  the  American 
Red  Cross. 

The  SPEAKER.  Without  objection  it 
s  so  ordered. 

There  was  no  objection. 

Mr.  MANSFIELD.  Mr.  Speaker,  I 
unanimous  consent  to  revise  and  ex-/ 
my  remarks  and  to  embrace  therj 
n  aMetter  written  by  my  colleague. 
feentleJnan  from  Texas  [Mr.  Kleberj 
the  Department  of  Agriculture. 

The  SPEAKER.  Without  objection  it 
is  so  ordere 

There  was^jo  objection. 

Mr.  ALLEN  of  Louisiana.,  Mr.  Speak¬ 
er,  I  ask  unanrenous  consent  to  extend 
my  remarks  and\o  include  therein  cer¬ 
tain  pertinent  paragraphs. 

The  SPEAKER.  \0thout  objection  it 
is  so  ordered. 

There  was  no  oblfecti£ 

Mr.  KEEFE.  Mr.  Speaker,  I  ask  unan¬ 
imous  consent  to  revise  and  extend  the 
remarks  I  made  today  in  th&vCommittee 
of  the  Whole  and  to  includeXas  a  part 
thereof  the  majority  opinion  in'Uie  case 
of  Hoeper  against  the  Wisconsm  Tax 
Commission. 

The  SPEAKER.  Without  objectidte,  it 
is  so  ordered. 

There  was  no  objection. 

/Mr.  TINKHAM.  Mr.  Speaker,  with 
unanimous  consent  I  desire  to  extend  in 
the  Appendix  of  the  Record  a  recent  edi¬ 
torial  from  the  Saturday  Evening  Post. 

The  SPEAKER.  Without  objection  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  HOFFMAN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Record  on  three  separate 
and  distinct  subjects  and  in  two  of  those 
to  include  newspaper  articles. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mich¬ 
igan,  [Mr.  Hoffman!? 

There  was  no  objection. 

Mr.  McGRANERY  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Record  and  to  include 
two  short  editorials. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Penn¬ 
sylvania  [Mr.  McGranery]? 

There  was  no  objection. 

(Mr.  O’BRIEN  of  Michigan  asked  and 
was  given  permission  to  extend  his  own 
remarks  in  the  Record.) 


PUNISHMENT  OF  PERSONS  TRANSPORT¬ 
ING  STOLEN  CATTLE 

Mr.  WALTERS  submitted  a  conference 
report  and  statement  on  the  bill  S.  1261, 
to  provide  for  the  punishment  of  persons 
transporting  stolen  cattle  in  interstate 
commerce,  and  for  other  purposes. 

BILLS  PRESENTED  TO  THE  PRESIDENT 

Mr.  KIRWAN,  from  the  Committee  on 
Enrolled  Bills,  reported  that  that  com¬ 
mittee  did  on  this  day  present  to  the  Pres¬ 
ident,  for  his  approval,  bills  of  the  House 
of  the  following  titles: 

H  R.  1359.  An  act  for  the  relief  of  Robert 
Edward  Lee;  and,'' 

H  R  4671.  Arj-  act  to  authorize  a  plant- 
protection  force  for  naval  shore  establish¬ 
ments,  and  for  other  purposes. 

THE  LATE  ALVA  M  LUMPKIN 

Mr.  BRYSON.  Mr.  Speaker,  I  offer  the 
following  resolution,  and  ask  for  its  im¬ 
mediate  consideration. 

The  Clerk  read  the  resolution  (H.  Res. 
288) ,  as  follows: 

Resolved,  That  the  House  has  heard  wTith 
profound  sorrow  of  the  death  of  Hon.  Alva 
M.  Lumpkin,  a  Senator  of  the  United  States 
from  the  State  of  South  Carolina. 

Resolved,  That  the  Clerk  communicate 
these  resolutions  to  the  Senate  and  transmit 
a  copy  thereof  to  the  family  of  the  deceased 
Senator. 

Resolved,  That  as  a  further  mark  of  respect 
to  the  memory  of  the  deceased  the  House  do 
now  adjourn 

The  resolution  was  agreed  to 
ADJOURNMENT 

Accordingly  (at  5  o’clock  and  2  minutes 
p.  m.)  the  House  adjourned  until  tomor¬ 
row,  Tuesday,  August  5,  1941,  at  12  o’clock 
noon. 


COMMITTEE  HEARINGS 
Committee  on  Interstate  and  Foreign 
Commerce 

There  will  be  a  meeting  of  the  Com¬ 
mittee  on  Interstate  and  Foreign  Com¬ 
merce  at  10  a.  m.  Tuesday,  August  5, 
1941.  Business  to  be  considered:  Hear¬ 
ings  on  H.  R.  5343,  daylight-saving  time. 
Committee  on  Public  Buildings  and 
Grounds 

[There  will  be  a  meeting  of  the  Com¬ 
mittee  on  Public  Buildings  and  Grounds 
at  l(m.  m.  on  Tuesday.  August  5,  1941, 
in  the  gaucus  room  for  consideration  of 
House  Resolution  209. 

Committee  on  the  Judiciary 
The  hearing  scheduled  for  Wednesday, 
August  6,  194Igon  H.  R.  5234  has  been 
postponed. 

Committee  on  Indian  Affairs 
There  will  be  a  meeting  of  the  Com¬ 
mittee  on  Indian  Affairs  on  Wednesday, 
August  6,  1941,  at  10  mC  a.  m„  for  the 
consideration  of  H.  R.  53^1,  H.  R.  5359, 
S.  1151,  and  Calendar  Wednesday  bills. 

EXECUTIVE  COMMUNICATIONS,  ETC. 
Under  clause  2  of  rule  XXIV,  executive 
communications  were  taken  from  the 
Speaker’s  table  and  referred  as  follows: 

809.  A  letter  from  the  Secretary  of  W»r, 
transmitting  a  letter  from  the  Chiet  of  Engi¬ 
neers,  United  States  Army,  dated  May  17,  1941, 
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submitting  a  report,  together  with  accom¬ 
panying  papers  and  an  illustration,  on  Sault 
Ste  Marie  Power  Plant,  Michigan,  prepared  in 
collaboration  with  the  Federal  Power  Commis¬ 
sion  (H.  Doc  No.  339);  to  the  Committee  on 
Rivers  and  Harbors,  and  ordered  to  be 
printed,  with  an  illustration. 

810.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  June  4,  1941, 
submitting  a  report,  together  with  accom¬ 
panying  papers  and  illustrations,  on  reexami¬ 
nation  of  Delaware  River  between  Philadel¬ 
phia  and  the  sea,  with  a  view  to  modification 
of  anchorages,  requested  by  resolution  of  the 
Committee  on  Rivers  and  Harbors,  House  of 
Representatives,  adopted  February  11,  1941 
(H.  Doc.  No.  340) ;  to  the  Committee  on  Rivers 
and  Harbors,  and  ordered  to  be  printed,  with 
two  illustrations. 

811.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  June  5,  1941, 
submitting  a  report,  together  with  accom¬ 
panying  papers,  and  an  illustration,  on  reex¬ 
amination  of  Columbia  and  Lower  Willamette 
Rivers  below  Vancouver,  Wash.,  and  Portland, 
Oreg.,  with  a  view  to  improving  the  old  mouth 
of  the  Cowlitz  River,  requested  by  resolution 
of  the  Committee  on  Rivers  and  Harbors, 
House  of  Representatives,  adopted  November 
29,  1939  (H  Doc.  No  341);  to  the  Committee 
on  Rivers  and  Harbors  and  ordered  to  be 
printed,  with  an  illustration. 

812.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  June  5,  1941, 
submitting  a  report,  together  with  accom¬ 
panying  papers,  on  reexamination  of  St.  Croix 
River.  Minn.,  and  Wis.,  with  a  view  to  improve¬ 
ment  in  the  vicinity  of  Stillwater,  Minn.,  re¬ 
quested  by  resolution  of  the  Committee  on 
Rivers  and  Harbors,  House  of  Representatives, 
adopted  March  16,  1939;  to  the  Committee  on 
Rivers  and  Harbors. 

813.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  Engi¬ 
neers,  United  States  Army,  dated  June  5. 
1941,  submitting  a  report,  together  with  ac¬ 
companying  papers,  on  a  preliminary  exami¬ 
nation  and  survey  of  Delaware  River  and 
tributaries,  New  York,  Pennsylvania,  New 
Jersey,  and  Delaware,  authorized  by  the  Flood 
Control  Acts  approved  June  22,  1936,  and 
August  28,  1937,  and  the  act  approved  March 
3,  1936,  and  review  of  reports  on  Lehigh  River, 
Pa.,  requested  by  resolution  of  the  Commit¬ 
tee  on  Flood  Control,  House  of  Representa¬ 
tives,  adopted  March  19.  1937;  to  the  Com¬ 
mittee  on  Flood  Control. 


REPORTS  OF  COMMITTEES  ON  PUBLIC 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  reports  of 
committees  were  delivered  to  the  Clerk 
for  printing  and  reference  to  the  proper 
calendar,  as  follows: 

.Mr  JARMAN :  Committee  oh  Printing 
House  Resolution  285.  Resolution  authoriz¬ 
ing  the  Committee  on  the  Judiciary  of  the 
House  of  Representatives  to  have  printed  ad¬ 
ditional  copies  of  the  hearings  held  before  a 
subcommittee  of  said  committee  on  the  bill 
(H.  R.  4394)  to  amend  the  Bankruptcy  Act 
and  acts  amendatory  thereof;  without  amend¬ 
ment  (Rept  No.  1118) .  Referred  to  the  House 
Calendar. 

Mr  ROBINSON  o|  Utah:  Committee  on  the 
Territories.  H.  R.  4795.  A  bill  to  amend  the 
Hawaiian  Homes  Commission  Act  of  1920,  as 
amended,  by  amending  sections  203  (4),  208 
(3),  209,  213,  215,  220,  and  222  thereof  and 
by  adding  thereto  a  new  section  to  be  num¬ 
bered  section  225,  all  relating  to  the  powers, 
duties,  and  functions  of  the  Hawaiian  Homes 
Commission;  with  amendment  (Rept.  No. 


1119).  Referred  to  the  Committee  of  the 
Whole  House  on  the  state  of  the  Union. 

Mr.  MAY:  Committee  on  Military  Affairs. 
S  1579.  An  act  to  authorize  the  President  of 
the  United  States  to  requisition  property  re¬ 
quired  for  the  defense  of  the  United  States; 
with  amendment  (Rept.  No.  1120) .  Referred 
to  the  Committee  of  the  Whole  House  on  the 
state  of  the  Union. 

Mr.  SABATH:  Committee  on  Rules.  House 
Resolution  284.  Resolution  providing  for  the 
consideration  of  S  353,  a  bill  to  provide  for 
the  extension  of  enlistments  in  the  Navy; 
without  amendment  (Rept.  No.  1121).  Re¬ 
ferred  to  the  House  Calendar. 

Mr.  SABATH:  Committee  on  Rules  House 
Resolution  287.  Resolution  providing  for  the 
consideration  of  S.  1579,  to  authorize  the 
President  of  the  United  States  to  requisition 
property  required  for  the  defense  of  the 
United  States;  without  amendment  (Rept. 
No.  1122).  Referred  to  the  House  Calendar 

Mr.  SUMNERS  of  Texas;  Committee  of 
conference  on  the  disagreeing  votes  of  the 
two  Houses.  S.  1261.  An  act  to  provide  for 
the  punishment  of  persons  transporting 
stolen  cattle  in  interstate  commerce,  and  for 
other  purposes  (Rept  No.  1123).  Referred 
to  the  Committee  of  the  Whole  House  on  the 
state  of  the  Union. 


Under  clause  3  of  rule  XXII,  public 
bills  and  resolutions  were  introduced 
and  severally  referred  as  follows: 

By  Mr  GATHINGS: 

H.R  5480.  A  bill  to  provide  pay  for  of¬ 
ficers  in  accordance  with  the  rank  and  grade 
in  which  they  were  inducted  and  served  in 
the  land  forces;  ‘-^o  the  Committee  on  Mili¬ 
tary  Affairs. 

By  Mr  VAN  ZANDT: 

H.  R.  5481  A  Dill  td- transfer  Blair  County, 
Pa.,  from  the  western  judicial  district  of 
Pennsylvania  to  the  middle  judicial  district 
of  Pennsylvania;  to  the  Committee  on  the 
Judiciary. 

By  Mr  VINSON  of  Georgia: 

H  R  5482.  A.  bill  to  expedite  -shipbuilding, 
and  for  other  purposes;  to  the  Committee  on 
Naval  Affairs. 

H.R.  5483.  A  bill  to  establish  additional 
commissioned  warrant  officer  grades’"  in  the 
Navy  and  Marine  Corps,  and  for  other  .pur¬ 
poses;  to  the  Committee  on  Naval  Affairs. 

By  Mr.  DIMOND: 

H  R  5484.  A  bill  for  the  relief  of  the, 
Tlingit  and  Haida  Indians  of  Alaska;  to  the 
Committee  on  Indian  Affairs. 

By  Mr  O’BRIEN  of  Michigan: 

H.  R  5485  A  bill  reclassifying  the  salaries 
of  supervisors  of  the  Postal  Service,  readjust¬ 
ing  their  salaries  and  compensation  on  an 
equitable  basis;  to  the  Committee  on  the 
Post  Office  and  Post  Roads 

By  Mr.  RANDOLPH: 

H.  R.  5486.  A  bill  to  provide  for  means  of 
egress  for  buildings  in  the  District  of  Colum¬ 
bia,  and  for  other  purposes;  to  the  Commit¬ 
tee  on  the  District  of  Columbia 

By  Mr  CONNERY: 

H.  R.  5487.  A  bill  to  promote  the  efficiency 
of  the  United  States  Navy;  to  the  Committee 
on  Naval  Affairs. 

By  Mr  DINGELL: 

H.  R.  5488.  A  bill  to  equalize  the  tax  bur¬ 
dens  of  husbands  and  wives  in  non-com¬ 
munity-property  States  with  those  living  in 
the  community-property  States;  to  the  Com¬ 
mittee  on  Ways  and  Means. 

By  Mr.  MAGNUSON: 

H.  R.  5489.  A  bill  to  amend  sections  116, 
118,  126,  128,  and  135  of  the  Judicial  Code,  as 
amended,  to  divide  the  ninth  judicial  circuit 
of  the  United  States,  and  to  create  an  elev¬ 
enth  judicial  circuit;  to  the  Committee  on 
the  Judiciary. 
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By  Mr  PIERCE: 

H.  R.  5490.  A  bill  to  authorize  the  Secre¬ 
tary  of  the  Interior  to  quit-claim  to  the 
States  of  Oregon  and  California,  respectively, 
all  the  right,  title,  and  interest  of  the  United 
States  in  and  to  the  lands  of  Goose  Lake  in 
Oregon  and  California;  to  the  Committee  on 
the  Public  Lands. 

By  Mr.  COLE  of  Maryland: 

H.  J.  Res.  228.  Joint  resolution  consenting 
to  an  interstate  oil  compact  to  conserve  oil 
and  gas;  to  the  Committee  on  Interstate  and 
Foreign  Commerce. 

By  Mr.  CANNON  of  Florida: 

H.  Con.  Res.  50.  Concurrent  resolution  ex¬ 
pressing  the  opinion  of  Congress  as  to  the 
prosecution  of  defense  construction  projects 
under  the  Work  Projects  Administration;  to 
the  Committee  on  Appropriations. 

By  Mr.  PATTON: 

H.  Res.  286.  Resolution  for  the  service  of  a 
notary  public  (Truman  Ward);  to  the  Com¬ 
mittee  on  Accounts. 


PRIVATE  BILLS  AND  RESOLUTIONS 

Under  clause  1  of  rule  XXII,  private 
bills  and  resolutions  were  introduced  and 
severally  referred  as  follows: 

By  Mr.  ALLEN  of  Illinois: 

H.  R. 5491  A  bill  for  the  relief  of  Myrtle 
Murphy;  to  the  Committee  on  Claims. 

H.  R.  5492.  A  bill  for  the  relief  of  Lucille 
O.  Geiken;  to  the  Committee  on  Claims. 

By  Mr.  CONNERY: 

H.  R.  5493.  A  bill  for  the  relief  of  Peter 
Paul  Bik;  to  the  Committee  on  Naval  Affairs 

By  Mr.  HARRIS  of  Arkansas: 

H.  R  5494.  A  bill  for  the  relief  of  R.  H 
Beggs;  to  the  Committee  on  Claims. 

By  Mr.  HEALEY: 

H.  R.  5495.  A  bill  for  the  relief  of  John  A. 
Lane;  to  the  Committee  on  Military  Affairs. 

By  Mr.  TINKHAM: 

H.  R.  5496.  A  bill  for  the  relief  of  Cecile 
McLaughlin;  to  the  Committee  on  Claims. 


PETITIONS,  ETC. 

Under  clause  1  of  rule  XXII,  petitions 
and  papers  were  laid  on  the  Clerk’s  desk 
and  referred  as  follows: 

1725.  By  Mr.  CONNERY:  Petition  of  the 
Lynn  Fish  and  Game  Protective  Association, 
of  Lynn,  Mass.,  protesting  against  the  pas¬ 
sage  of  legislation  preventing  the  use  of 
game-bird  feathers  in  the  manufacturing  of 
fishing  flies  or  lures;  to  the  Committee  on 
Agriculture. 

1726  By  Mr,  HARRINGTON:  Petition  of 
Mrsi  W.  S.  Green  and  other  citizens,  of 
Sioux  City,  Iowa,  supporting  Senate  bill  860; 
to  the  Committee  on  Military  Affairs. 

1727  By  Mr  JARRETT:  Petition  of  Mr,  and 
Mrs,  J.  A.  Hunter  and  other  residents  of  West 
Middlesex,  Pa.,  urging  passage  of  Senate  bill 
860;  go  the  Committee  on  Military  Affairs. 

1728.  Also  p'etition  of  J.  P.  Hoffman  and 
other  residents  of  West  Middlesex,  Pa.,  urging 
passage  of  Senate  bill  860;  to  the  Committee 
on  Military  Affairs. 

1729.  Also,  petition  of  Blanche  Smith  and 
other  residents  of  Sharpsville,  Pa.,  and 
Sharon,  Pa.;  to  the  Committee  on  Military 
Affairs. 

1730.  By  Mr.  KRAMER:  'Petition  of  the 
California  Elks  Association  in  convention  as¬ 
sembled  at  Santa  Cruz,  Calif,,  petitioning 
the  Congress  of  the  United  States  and  the 
Legislature  of  the  State  of  California  to  en¬ 
act  such  laws  as  may  be  necessary  to  outlaw 
the  Communist  Party  as  a  political  party  in 
this  State  and  Nation  and  to  prohibit  it  from 
appearing  upon  any  ballot  in  this  State  or 
in  the  United  States  of  America;  to  the  Com¬ 
mittee  on  the  Judiciary. 
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IN  TILE  SENATE  OF  THE  UNITED  STATES 

August  5  (legislative  day,  July  28),  1941 
Read  twice  and  referred  to  the  Committee  on  Finance 


AN  ACT 

To  provide  revenue,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act,  divided  into  titles  and  sections  according  to 

4  the  following  Table  of  Contents,  may  be  cited  as  the 

5  “Revenue  Act  of  1941”: 
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1  TITLE  I— -INDIVIDUAL  AND  CORPORATION 

2  INCOME  TAXES 

3  SEC.  101.  SURTAX  ON  INDIVIDUALS. 

4  Section  12  (b)  of  the  Internal  Revenue  Code  is 

5  amended  to  read  as  follows: 

6  “(b)  Rates  of  Surtax. — There  shall  be  levied,  col- 


7  lected,  and  paid  for  each  taxable  year  upon  the  surtax  net 
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1  income  of  every  individual  the  surtax  shown  in  the  following 

2  table : 


“If  the  surtax  net  income  is :  The  surtax  shall  be : 


Not  over  $2,000 _ _ 

Over  $2,000  but  not  over  $4,000 _ 

Over  $4,000  but  not  over  $6,000 _ 

Over  $6,000  but  not  over  $8,000 _ 

Over  $8,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $12, 000- 

Over  $12,000  but  not  over  $14,000- 

Over  $14,000  but  not  over  $16,000- 

Over  $16,000  but  not  over  $18,000- 

Over  $18,000  but  not  over  $20,000_ 

Over  $20,000  but  not  over  $22,000_ 

Over  $22,000  but  not  over  $26, 000- 

Over  $26,000  but  not  over  $32, 000- 

Over  $32,000  but  not  over  $38,000_ 

Over  $38,000  but  not  over  $44,000- 

Over  $44,000  but  not  over  $50,000- 

Over  $50,000  but  not  over  $60,000_ 

Over  $60,000  but  not  over  $70,000- 

Over  $70,000  but  not  over  $80, 000- 

Over  $80,000  but  not  over  $90, 000- 

Over  $90,000  but  not  over  $100,000- 


Over  $100,000 
$150,000. 

but 

not 

over 

Over  $150,000 
$200,000. 

but 

not 

over 

Over  $200,000 
$250,000. 

but 

not 

over 

Over  $250,000 
$300,000. 

but 

not 

over 

Over  $300,000 
$400,000. 

but 

not 

over 

Over  $400,000 
$500,000. 

but 

not 

over 

5%  of  the  surtax  net  income. 

$100,  plus  8%  of  excess  over  $2,000. 

$260,  plus  11%  of  excess  over 

$4,000. 

$480,  plus  15%  of  excess  over 

$6,000. 

$780,  plus  19%  of  excess  over 

$8,000. 

$1,160  plus  22%  of  excess  over 

$10,000. 

$1,600,  plus  25%  of  excess  over 

$12,000. 

$2,100,  plus  28%  of  excess  over 
$14,000. 

$2,660,  plus  31%  of  excess  over 
$16,000. 

$3,280,  plus  33%  of  excess  over 
$18,000. 

$3,940,  plus  36%  of  excess  over 

$20,000. 

$4,660,  plus  39%  of  excess  over 

$22,000. 

$6,220,  plus  42%  of  excess  over 
$26,000. 

$8,740,  plus  45%  of  excess  over 
$32,000. 

$11,440,  plus  48%  of  excess  over 
$38,000. 

$14,320,  plus  50%  of  excess  ovei 
$44,000. 

$17,320,  plus  53%  of  excess  over 
$50,000. 

$22,620,  plus  55%  of  excess  over 
$60,000. 

$28,120,  plus  57%  of  excess  over 
$70,000. 

$33,820,  plus  59%  of  excess  over 
$80,000. 

$39,720,  plus  61%  of  excess  over 
$90,000. 

$45,820,  plus  62%  of  excess  over 

$100,000. 

$76,820,  plus  63%  of  excess  over 
$150,000. 

$108,320,  plus  64%  of  excess  over 

$200,000. 

$140,320,  plus  66%  of  excess  over 
$250,000. 

$173,320,  plus  68%  of  excess  over 
$300,000. 

$241,320,  plus  70%  of  excess  over 
$400,000. 
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“If  the  surtax  net  income  is:  The  surtax  shall  be : 

Over  $500,000  but  not  over  $311,320,  plus  71%  of  excess  over 

$750,000.  $500,000. 

Over  $750,000  but  not  over  $488,820,  plus  72%  of  excess  over 

$1,000,000.  $750,000. 

Over  $1,000,000  but  not  over  $608,820,  plus  73%  of  excess  over 

$2,000,000.  $1,000,000. 

Over  $2,000,000  but  not  over  $1,398,820,  plus  74%  of  excess  over 

$5,000,000.  $2,000,000. 

Over  $5,000,000.  $3,618,820,  plus  75%  of  excess  over 

$5,000,000.” 

SEC.  102.  SURTAX  ON  CORPORATIONS. 

(a)  General  Rule. — The  Internal  Revenue  Code  is 
amended  inserting  after  section  15  a  new  section  to  read  as 
follows : 

“SEC.  16.  SURTAX  ON  CORPORATIONS. 

“  (a)  Corporation  Surtax  1Stet  Income. — For  the 
purposes  of  this  chapter  the  term  ‘corporation  surtax  net 
income’  means  the  net  income  minus  the  credit  for  dividends 
received  provided  in  section  26  (b) . 

“(b)  Imposition  of  Tax. — There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  corporation 
surtax  net  income  of  every  corporation  (except  a  corporation 
subject  to  the  tax  imposed  by  section  231  (a)  or  Supplement 
Q)  a  surtax  as  follows : 

“Upon  corporation  surtax  net  incomes  not  in  excess 
of  $25,000,  5  per  centum  of  the  amount  thereof; 

“Upon  corporation  surtax  net  incomes  in  excess  of 
$25,000,  $1,250,  plus  6  per  centum  of  the  excess  over 
$25,000.” 
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(b)  Surtax  on  Mutual  Investment  Companies.™ 
Supplement  Q  of  the  Internal  Revenue  Code  (relating  to 
mutual  investment  companies )  is  amended  by  inserting  at  the 
end  thereof  a  new  section  to  read  as  follows : 

“SEC.  363.  SURTAX  ON  MUTUAL  INVESTMENT  COMPANIES. 

“  (a)  Supplement  Q  Surtax  Net  Income.— For  the 
purposes  of  this  chapter  the  term  ‘Supplement  Q  surtax  net 
income’  means  the  net  income,  computed  without  the  net 
operating  loss  deduction  provided  in  section  23  (s),  minus 
the  dividends  paid  during  the  taxable  year  increased  by  the 
consent  dividends  credit  provided  in  section  28.  For  the 
purposes  of  this  subsection  the  amount  of  dividends  paid  shall 
be  computed  in  the  same  manner  as  provided  in  subsections 
(d),  (e),  (f),  (g),  (h)  ,  and  (i)  of  section  27  for  the  pur¬ 
pose  of  the  basic  surtax  credit  provided  in  section  27. 

“(b)  Imposition  of  Tax. — There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  Supplement 
Q  surtax  net  income  of  every  mutual  investment  company  a 
surtax  as  follows : 

“Upon  Supplement  Q  surtax  net  incomes  not  in 
excess  of  $25,000,  5  per  centum  of  the  amount  thereof; 

“Upon  Supplement  Q  surtax  net  incomes  in  excess 
of  $25,000,  $1,250,  plus  6  per  centum  of  the  excess  over 
$25,000.” 

(c)  Surtax  on  Banks.— Section  104  (b)  of  the 
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Internal  Revenue  Code  (relating  to  certain  banks  and  trust 
companies)  is  amended  to  read  as  follows: 

“(b)  Rate  of  Tax. — Banks  shall  be  subject  to  tax 
under  section  13  or  section  14  (b),  and  under  section  16.” 

(d)  Surtax  ox  Resident  Foreign  Corpora¬ 
tions. — Section  231  (b)  of  the  Internal  Revenue  Code 
(relating  to  certain  foreign  corporations)  is  amended  to  read 
as  follows: 

“(b)  Resident  Corporations. — A  foreign  corpora¬ 
tion  engaged  in  trade  or  business  within  the  United  States 
or  having  an  office  or  place  of  business  therein  shall  be  tax¬ 
able  as  provided  in  section  14  (c)  (1)  and  section  16.” 

(e)  Surtax  on  Corporations  Entitled  to  tiie 
Benefits  of  Section  251. — Section  251  (c)  (1)  of  the 
Internal  Revenue  Code  (relating  to  the  tax  on  corporations 
entitled  to  the  benefits  of  section  251)  is  amended  to  read 
as  follows: 

“  ( 1 )  Corporation  tax. — A  domestic  corporation 
entitled  to  the  benefits  of  this  section  shall  be  subject 
to  tax  imder  section  13  or  section  14  (b),  and  under 
section  16.” 

(f)  Surtax  on  China  Trade  Act  Corporations.— 
(1)  Surtax. — Section  261  (a)  of  the  Internal  Revenue 

Code  (relating  to  the  tax  on  China  Trade  Act  corporations) 
is  amended  to  read  as  follows : 
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“  (a)  Corporation  Tax. — A  corporation  organized 
under  the  China  Trade  Act,  1922,  42  Stat.  849  ( U.  S.  C., 
1934  ed.,  title  15,  chap.  4),  shall  be  subject  to  tax  under 
section  13  or  section  14  (h),  and  under  section  16.” 

(2)  Credit  of  China  Trade  Act  Corporations. — 
Section  262  (a)  of  the  Internal  Revenue  Code  (relating  to 
credit  against  net  income  of  China  Trade  Act  corporations) 
is  amended  by  striking  out  “sections  13,  14,  and  600”  and 
inserting  in  lieu  thereof  “sections  13,  14,  16,  and  600”;  and 
by  striking  out  “section  13  or  14”  wherever  occurring  therein 
and  inserting  in  lieu  thereof  “section  13,  14,  or  16”. 

SEC.  103.  INCOME  DEFENSE  TAX  MADE  PERMANENT. 

(a)  The  heading  of  section  15  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows:  “SEC.  15.  DEFENSE 
TAX.” 

(b)  The  first  sentence  of  section  15  of  the  Internal  Reve¬ 
nue  Code  is  amended  to  read  as  follows : 

“In  the  case  of  any  taxpayer,  the  amount  of  tax  under 
this  chapter  for  any  taxable  year  beginning  after  December 
31,  1940,  shall  be  the  tax  computed  without  regard  to  this 
section,  increased  by  10  per  centum;  except  that  in  the  case 
of  a  corporation  the  increase  shall  be  limited  to  10  per  centum 
of  the  tax  computed  without  regard  to  sections  16  and  363 
and  without  regard  to  the  amendments  made  by  section 
101  (a) ,  (b) ,  and  (c)  of  the  Second  Revenue  Act  of  1940.” 
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SEC.  104.  TAX  ON  NONRESIDENT  ALIEN  INDIVIDUALS. 

(a)  Tax  in  General. — Section  211  (a)1  (1)  (A)  of 
the  Internal  Revenue  Code  (relating  to  tax  on  nonresident 
alien  individuals  not  engaged  in  trade  or  business  within  the 
United  States  and  not  having  an  office  or  place  of  business 
therein)  is  amended  by  striking  out  “15  per  centum”  and 
inserting  in  lieu  thereof  “25  per  centum”. 

(b)  Aggregate  Receipts  More  Than  $23,800. — 

Section  211  (a)  (2)  of  the  Internal  Revenue  Code  is 

amended  to  read  as  follows : 

“(2)  Aggregate  more  than  $23,800. — The  tax 
imposed  by  paragraph  ( 1 )  shall  not  apply  to  any  indi¬ 
vidual  if  the  aggregate  amount  received  during  the  tax¬ 
able  year  from  the  sources  therein  specified  is  more  than 
$23,800.” 

(c)  Tax  Where  Gross  Income  of  More  Than 
$23,800. — Section  211  (c)  of  the  Internal  Revenue  Code 
(relating  to  tax  on  certain  nonresident  alien  individuals)  is 
amended  by  striking  out  “$24,000”  wherever  occurring 
therein  and  inserting  in  lieu  thereof  “$23,800”;  and  by  strik¬ 
ing  out  “15  per  centum”  and  inserting  in  lieu  thereof  “25 
per  centum”. 

SEC.  105.  TAX  ON  FOREIGN  CORPORATIONS. 

Section  231  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  tax  on  nonresident  foreign  corporations )  is  amended  by 
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striking  out  “15  per  centum”  and  inserting  in  lieu  thereof 
“25  per  centum”. 

SEC.  106.  WITHHOLDING  OF  TAX  AT  SOURCE. 

(a)  Sections  143  (a)  and  (lb)  and  144  of  the  Internal 
Kevenue  Code  are  amended  by  striking  out  “15  per  centum” 
wherever  occurring  therein  and  inserting  in  lieu  thereof  “27  y 
per  centum”. 

(b)  Section  143  (k)  of  the  Internal  Kevenue  Code  is 
repealed. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall  apply 
only  with  respect  to  the  period  beginning  with  the  tenth  day 
after  the  date  of  the  enactment  of  this  Act. 

SEC.  107.  TREATY  OBLIGATIONS. 

No  amendment  made  by  this  title  shall  apply  in  any 
case  where  its  application  would  be  contrary  to  any  treaty 
obligation  of  the  United  States. 

SEC.  108.  REDUCTION  IN  PURSUANCE  OF  TREATIES  OF 
RATES  OF  TAX  AND  WITHHOLDING  ON  NON¬ 
RESIDENT  ALIEN  INDIVIDUALS  RESIDENT  IN, 
AND  CORPORATIONS  ORGANIZED  UNDER  LAWS 
OF,  WESTERN  HEMISPHERE  COUNTRIES. 

(a)  Section  143  (a)  (1)  (relating  to  withholding  of 
tax  on  tax-free  covenant  bonds)  ;  section  143  (b)  (relating 
to  withholding  of  tax  on  dividends,  rents,  etc.)  ;  section  144 
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(relating  to  payment  of  corporation  income  tax  at  source)  ; 
section  211  (a)  (1)  (relating  to  tax  on  nonresident  alien 
individuals)  ;  and  section  231  (a)'  (1)  (relating  to  tax  on 
nonresident  foreign  corporations)  of  the  Internal  Revenue 
Code  are  amended  by  striking  out  “a  contiguous  country’’ 
and  inserting  in  lieu  thereof  “any  country  in  North,  Central, 
or  South  America,  or  in  the  West  Indies,  or  of  Newfound¬ 
land”. 

(b)  Section  211  (a)  ( 3 )  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“(3)  Residents  of  certain  countries. — The 
provisions  of  paragraph  ( 2 )  shall  not  apply  to  a  resident 
of  any  country  in  North,  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Newfoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 

(c)  Section  211  (c)  (4)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“(4)  This  subsection  shall  not  apply  to  a  resident 
of  any  country  in  North,  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Newfoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 
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SEC.  109.  DEFENSE  TAX  ON  PERSONAL  HOLDING  COMPA¬ 
NIES  AND  TRANSFERS  TO  AVOID  INCOME  TAX 
MADE  PERMANENT. 

(a)  Personal  Holding  Companies —Section  500 
(b)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “and  before  January  1,  1945/’  and  by  striking  out  in 
the  heading  “For  Five  Years”. 

(b)  Transfers  to  Avoid  Income  Tax.— Section  1250 
(b)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “and  before  July  1,  1945”  and  by  striking  out  in  the 
heading  “For  Five  Years”. 

SEC.  110.  CREDIT  FOR  DEPENDENTS. 

Section  25  (b)  (2)  of  the  Internal  Revenue  Code 

(relating  to  credit  for  dependents)  is  amended  to  read  as 
follows : 

“  (2)  Credit  for  dependents. — 

“(A)  Allowance  in  General. — $400  for  each 
person  (other  than  husband  or  wife)  dependent 
upon  and  receiving  his  chief  support  from  the  tax¬ 
payer  if  such  dependent  person  is  under  eighteen 
years  of  age  or  is  incapable  of  self-support  because 
mentally  or  physically  defective. 

“(B),  Exception  for  Certain  Heads  of  Fam¬ 
ilies. — H  the  taxpayer  would  not  occupy  the  status 
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of  head  of  a  family  except  by  reason  of  there  being 
one  or  more  dependents  for  whom  he  would  be 
entitled  to  credit  under  subparagraph  (A),  the 
credit  under  such  subparagraph  shall  be  disallowed 
with  respect  to  one  of  such  dependents.” 

SEC.  111.  NONINTEREST-BEARING  OBLIGATIONS  ISSUED 
AT  DISCOUNT. 

Section  42  of  the  Internal  Revenue  Code  (relating  to 
period  in  which  items  of  gross  income  are  included)  is 
amended  by  inserting  before  the  first  sentence  thereof  “  (a) 
General  Rule. — ”,  and  by  inserting  at  the  end  of  such  sec¬ 
tion  a  new  subsection  to  read  as  follows : 

“(b)  Noninterest-bearing  Obligations  Issued  at 
Discount. — If,  in  the  case  of  a  taxpayer  owning  any  non- 
interest-bearing  obligation  issued  at  a  discount  and  redeem¬ 
able  for  fixed  amounts  increasing  at  stated  intervals,  the  in¬ 
crease  in  the  redemption  price  of  such  obligation  occurring 
in  such  taxable  year  does  not  (under  the  method  of  account¬ 
ing  used  in  computing  his  net  income)  constitute  income  to 
him  in  such  year,  such  taxpayer  may,  at  his  election  made  in 
his  return  for  any  taxable  year  beginning  after  December  31, 
1940,  treat  such  increase  as  income  received  in  such  taxable 
year.  If  any  such  election  is  made  with  respect  to  any  such 
obligation,  it  shall  apply  also  to  all  such  obligations  owned  by 
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the  taxpayer  at  the  beginning  of  the  first  taxable  year  to 
which  it  applies  and  to  all  such  obligations  thereafter  acquired 
by  him  and  shall  be  binding  for  all  subsequent  taxable  years, 
unless  upon  application  by  the  taxpayer  the  Commissioner 
permits  him,  subject  to  such  conditions  as  the  Commissioner 
deems  necessary,  to  change  to  a  different  method.  In  the 
case  of  any  such  obligations  owned  by  the  taxpayer  at  the 
beginning  of  the  first  taxable  year  to  which  his  election  ap¬ 
plies,  the  increase  in  the  redemption  price  of  such  obligations 
occurring  between  the  date  of  acquisition  and  the  first  day  of 
such  taxable  year  shall  also  be  treated  as  income  received  in 
such  taxable  year.” 

SEC.  112.  INFORMATION  RETURNS  WITH  RESPECT  TO 
FEDERAL  OBLIGATIONS. 

(a)  Section  147  (d)  of  the  Internal  Revenue  Code  (ex¬ 
empting  interest  on  obligations  of  the  United  States  from 
information  requirement)  is  repealed. 

(b)  Section  147  (b)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “and  (2)”  and  inserting  in  lieu 
thereof  “  (2)  in  the  case  of  payments  of  interest  upon  obliga¬ 
tions  of  the  United  States  or  any  agency  or  instrumentality 
thereof,  and  (3)”. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall 
take  effect  upon  the  day  after  the  date  of  the  enactment  of 
this  Act. 
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SEC.  113.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  AP¬ 
PLICABLE. 

The  amendments  made  by  this  title  (except  sections 
106  and  112)  shall  he  applicable  only  with  respect  to  tax¬ 
able  years  beginning  after  December  31,  1940. 

TITLE  II— EXCESS  PROFITS  TAX 

SEC.  201.  EXCESS  PROFITS  TAX  RATES  AND  CREDITS. 

(a)  Rates. — Section  710  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“  (a)  Imposition. — 

“  ( 1 )  General  rule. — There  shall  be  levied,  col¬ 
lected,  and  paid,  for  each  taxable  year,  on  the  adjusted 
excess  profits  net  income,  as  defined  in  subsection  (b), 
of  every  corporation  (except  a  corporation  exempt  under 

section  727)  the  tax  shown  in  the  following  table: 

“If  the  adjusted  excess  profits  The  tax  shall  be : 
net  income  is: 

Not  over  $20,000 _  35%  of  the  adjusted  excess  profits 

net  income. 

Over  $20,000,  but  not  over  $50,000_  $7,000,  plus  10%  of  excess  over 

$20,000. 

Over  $50,000,  but  not  over  $100, 000_  $19,000,  plus  45%  of  excess  over 

$50,000. 

Over  $100,000,  but  not  over  $41,500,  plus  50%  of  excess  over 
$250,000.  $100,000. 

Over  $250,000,  but  not  over  $116,500,  plus  55%  of  excess  over 
$500,000.  $250,000. 

Over  $500,000_„ _  $254,000,  plus  60%  of  excess  over 

$500,000. 

“  (2)  Special  rule  in  certain  cases  where 

INVESTED  CAPITAL  CREDIT  IS  USED. — Ill  the  CUSC  of  a 
taxpayer  entitled  to  have  its  excess  profits  credit  com- 
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puted  under  either  section  713  (income  credit)  or  sec¬ 
tion  714  (invested  capital  credit),  if  the  use  of  the 
credit  under  section  714  is  more  advantageous  to  the 
taxpayer,  the  tax  imposed  by  this  section  shall  be  the 
sum  of — 

“(A)  an  amount  determined  under  paragraph 
(1)  of  this  subsection  with  the  use  of  the  credit 
provided  in  section  714,  plus — 

“(B)  10  per  centum  of  the  amount,  if  any,  by 
which — 

“  (i)  the  adjusted  excess  profits  net  income 
computed  with  the  use  of  the  credit  under  sec¬ 
tion  713  and  with  the  excess  profits  credit  carry¬ 
over  which  would  he  available  for  the  taxable 
year  if  the  excess  profits  credit  applicable  to 
each  of  the  preceding  taxable  years  for  which 
tax  is  imposed  by  this  subchapter  had  been  the 
excess  profits  credit  computed  under  section 
713,  exceeds 

“(ii)  the  adjusted  excess  profits  net  in¬ 
come  computed  with  the  use  of  the  credit  under 
section  714. 

“  ( 3 )  Limitation  on  application  of  special 
pule. — If  the  tax  under  paragraph  (2)  is  greater  than 
the  amoimt  determined,  with  the  use  of  the  credit  pro- 
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vided  in  section  713,  under  paragraph  (1)  of  this 
subsection,  the  tax  shall  be  the  amount  so  determined 
under  paragraph  ( 1 ) . 

“  (4)  Application  of  pates  in  case  of  certain 
exchanges. — If  the  taxpayer’s  highest  bracket  amount 
for  the  taxable  year  computed  under  section  752  (relat¬ 
ing  to  certain  exchanges)  is  less  than  $500,000,  then  in 
the  application  of  the  table  in  paragraph  (1)  of  this 
subsection  to  such  taxpayer,  in  lieu  of  each  amount, 
other  than  the  percentages,  specified  in  such  table,  there 
shall  be  substituted  an  amount  which  bears  the  same 
ratio  to  the  amount  so  specified  as  the  highest  bracket 
amount  so  computed  bears  to  $500,000.” 

(b)  Excess  Profits  Credit — Based  on  Invested 
Capital. — Section  714  of  the  Internal  Revenue  Code,  as 
amended,  is  amended  to  read  as  follows: 

“SEC.  714.  EXCESS  PROFITS  CREDIT— BASED  ON  INVESTED 
CAPITAL. 

‘‘The  excess  profits  credit,  for  any  taxable  year,  com¬ 
puted  under  this  section,  shall  be  the  amount  shown  in  the 

following  table: 

“If  the  invested  capital  for  the 
taxable  year,  determined  under 


section  715,  is :  The  credit  shall  be : 

Not  over  $5,000,000 -  8%  of  the  invested  capital. 

Over  $5,000,000 -  $400,000,  plus  7%  of  the  excess  over 

$5,000,000.” 


H.  R.  5417 - 3 
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SEC.  202.  DISCLAIMER  OF  CREDIT. 

(a)  Section  712  (c)  of  tlie  Internal  Revenue  Code 
(relating  to  disclaimers  of  excess-profits  credit)  is  amended 
to  read  as  follows: 

“  (c)  Effect  of  Disclaimer  of  Credit— If  the  tax¬ 
payer  states  in  its  return  for  the  taxable  year  under  this  sub- 
chapter  that  it  disclaims  the  use  of  the  credit  computed  under 
section  714,  such  credit  shall  not,  for  the  purposes  of  the 
internal  revenue  laws,  be  applicable  to  the  computation  of 
the  tax  under  this  subchapter  for  such  taxable  year.” 

(b)  The  last  sentence  of  section  729  (b)  (1)  is 
amended  to  read  as  follows:  “If  the  taxpayer  states  in  such 
return  that  it  disclaims  the  use  of  the  credit  computed  under 
section  714  in  the  computation  of  the  tax  under  this  sub¬ 
chapter  for  the  taxable  year,  the  computation  and  informa¬ 
tion  based  on  such  credit  may  be  omitted  from  the  return.” 

(c)  Section  741  (b)  of  the  Internal  Revenue  Code  (re¬ 
lating  to  disclaimers  of  excess-profits  credit)  is  amended  to 
read  as  follows: 

“(b)  Effect  of  Disclaimer  of  Credit. — If  the  tax¬ 
payer  states  in  its  return  for  the  taxable  year  under  this  sub¬ 
chapter  that  it  disclaims  the  use  of  the  credit  computed  under 
section  714,  such  credit  shall  not,  for  the  purposes  of  the 
internal  revenue  laws,  be  applicable  to  the  computation  of 
the  tax  under  this  subchapter  for  such  taxable  year.” 
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SEC.  203.  CASES  IN  WHICH  NO  RETURN  REQUIRED. 

Section  729  (b)  (2)  of  the  Internal  He  venue  Code  is 
amended  to  read  as  follows : 

“(2)  No  return  required. — Notwithstanding 
subsection  (a),  no  return  under  section  52  (a)  shall  be 
required  to  be  filed  under  this  subchapter : 

“(A)  By  any  taxpayer  entitled  to  have  its 
excess-profits  credit  computed  under  either  section 
713  or  section  714  for  any  taxable  year  for  which 
its  excess-profits  net  income,  computed  with  the 
adjustments  provided  in  section  711  (a)  (1)  and 
placed  on  an  annual  basis  as  provided  in  section 
711  (a)  (3),  is  not  greater  than  $5,000;  or 

“(B)  By  any  taxpayer  not  entitled  to  have 
its  excess-profits  credit  computed  under  section  713 
for  any  taxable  year  for  which  its  excess-profits  net 
income,  computed  with  the  adjustments  provided  in 
section  711  (a)  (2)  and  placed  on  an  annual  basis 
as  provided  in  section  711  (a)  (3),  is  not  greater 
than  $5,000.’’ 

SEC.  204.  DEDUCTION  OF  EXCESS-PROFITS  TAX. 

(a)  Amendment  of  Section  23  (c) . — Section  23 
(c)  of  the  Internal  Revenue  Code  (relating  to  the  deduction 
of  taxes  in  computing  net  income)  is  amended  to  read  as 
follows : 
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“(c)  Taxes  Generally. — 

“(1)  Ali  iOWAXCE  ix  GEXERAii. — Taxes  paid  or 
accrued  within  the  taxable  year,  except — 

“  (A)  Federal  income  taxes; 

“(B)  war-profits  and  excess-profits  taxes  im¬ 
posed  by  Title  II  of  the  Be  venue  Act  of  1917, 
Title  III  of  the  Kevenue  Act  of  1918,  Title  III 
of  the  Bevenue  Act  of  1921,  section  216  of  the 
National  Industrial  Becovery  Act,  or  section  702  of 
the  Bevenue  Act  of  1934,  or  by  any  such  provisions 
as  amended  or  supplemented ; 

“(C)  income,  war-profits,  and  excess-profits 
taxes  imposed  by  the  authority  of  any  foreign  coun¬ 
try  or  possession  of  the  United  States;  but  this 
deduction  shall  be  allowed  in  the  case  of  a  taxpayer 
who  does  not  signify  in  his  return  his  desire  to  have 
to  any  extent  the  benefits  of  section  131  (relating 
to  credit  for  taxes  of  foreign  countries  and  posses¬ 
sions  of  the  United  States)  ; 

“(D)  estate,  inheritance,  legacy,  succession, 
and  gift  taxes ;  and 

“(E):  taxes  assessed  against  local  benefits  of  a 
kind  tending  to  increase  the  value  of  the  property 
assessed;  but  this  paragraph  shall  not  exclude  the 
allowance  as  a  deduction  of  so  much  of  such  taxes 
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as  is  properly  allocable  to  maintenance  or  interest 
charges. 

“  (2)  Excess-profits  tax  under  chapter  2E — 
special  rules. — For  the  purposes  of  this  subsection,  in 
tlie  case  of  the  excess-profits  tax  imposed  by  Sub- 
chapter  E  of  Chapter  2 — 

“  (A)  The  deduction  shall  be  limited  to  the  tax 
imposed  for  the  taxable  year,  but  any  portion  of  such 
tax  paid  after  the  taxable  year  shall  be  considered 
as  having  been  paid  within  the  taxable  year; 

“(B)  No  reduction  in  such  tax  shall  be  made  by 
reason  of  the  credit  for  income,  war-profits,  or  excess- 
profits  taxes  paid  to  any  foreign  country  or  posses¬ 
sion  of  the  United  States; 

“(C)  Such  tax  shall  be  computed  without  re¬ 
gard  to  the  adjustments  provided  in  section  734;  and 
“(D)  Such  tax,  in  the  case  of  a  consolidated 
return  under  section  730,  shall  be  allocated  to  the 
members  of  the  affiliated  group  under  regulations 
prescribed  by  the  Commissioner,  with  the  approval 
of  the  Secretary.” 

(b)  Amendment  of  Section  102  (d). — Section  102 
(d)  (1)  (A)  of  the  Internal  Revenue  Code  (relating  to 

the  deduction  of  taxes  in  computing  section  102  net  income) 
is  amended  to  read  as  follows : 
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(c) 

COME.— 


BER 


“  (A)'  Taxes. — Federal  income,  war-profits,  and 
excess-profits  taxes  ( other  than  the  tax  imposed  by 
Subchapter  E  of  Chapter  2  for  a  taxable  year  begin¬ 
ning  after  December  31,  1940)  paid  or  accrued  dur¬ 
ing  the  taxable  year,  to  the  extent  not  allowed  as  a 
deduction  by  section  23,  but  not  including  the  tax 
imposed  by  this  section  or  a  corresponding  section  of 
a  prior  income-tax  law!” 

Computation  of  Excess-Profits  Net  In- 

(1)  Taxable  years  beginning  after  decem- 

31,  1940  — 

(A)  Section  711  (a)  (1)  (A)  (relating  to 
adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  imder  income  credit)  is  amended 
to  read  as  follows : 

“(A)  Income  Taxes. — In  computing  such  nor¬ 
mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  be  allowed;”. 

(B)  Section  711  (a)  (2)  (C)  (relating  to 
adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  under  invested  capital  credit)  is 
amended  to  read  as  follows : 

“(C),  Income  Taxes. — In  computing  such  nor- 
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mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  he  allowed;”. 

(2)  Taxable  years  ix  the  base  period.— Sec¬ 
tion  711  (b)  (1)  (A)  (relating  to  adjustment  for 

income  taxes  for  taxable  years  in  the  base  period)  is 
repealed. 

(d)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions.— 

(1)  Section  711  (a)  (1)  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the 
following  new  subparagraph : 

“(G)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
be  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(2)  Section  711  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  fol¬ 
lowing  new  subparagraph: 

“(I)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
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net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
he  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(e)  Excess-Profits  Credit  Carry-Over. — Section 
710  (c)  (1)  (defining  the  unused  excess-profits  credit)  is 
amended  by  adding  at  the  end  thereof  a  new  sentence  to  read 
as  follows:  ‘Tor  such  purpose  the  excess-profits  credit  and 
the  excess-profits  net  income  for  any  taxable  year  begin¬ 
ning  in  1940  shall  be  computed  under  the  law  applicable 
to  taxable  years  beginning  in  1941.”. 

(f)  Equity  Invested  Capital. — Section  718  (c) 
(3)  (relating  to  the  computation  of  earnings  and  profits 
for  invested  capital  purposes)  is  amended  bv  adding  after 
the  word  “subchapter”  the  words  “or  Chapter  1”. 

(g)  Adjustment  of  Abnormal  Base  Period  Xet 
Income. — Section  722  (c)  (placing  a  limit  on  the  amount 
of  relief  afforded  under  section  722)  is  amended  by  adding  at 
the  end  thereof  a  new  sentence  to  read  as  follows:  “Eor 
the  purposes  of  tills  subsection  and  subsection  (d)  the  tax¬ 
payer’s  normal-tax  net  income  shall  be  computed  without 
deduction  of  the  tax  imposed  by  this  subchapter.”. 

(h)  Nondeductibllity  of  Excess  Profits  Tax  in 
Computation  of  Declared  Value  Excess  Profits 
Tax. — Section  602  of  the  Internal  Revenue  Code  is  amended 
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by  striking  out  “computed  without  the  deduction  of  the  tax 
imposed  by  section  600”  and  inserting  in  lieu  thereof  “com¬ 
puted  without  the  deduction  of  the  tax  imposed  by  section 
600  or  the  tax  imposed  by  Subchapter  E  of  Chapter  2. 

(i)  Adjusted  Declared  Value. — 

(1)  Section  1202  (b)  (1)  (C)  of  the  Internal 

Revenue  Code  is  amended  to  read  as  follows: 

“(C)  its  net  income,  computed  without  the 
deduction  of  the  tax  imposed  by  Subchapter  E  of 
Chapter  2,”. 

(2)  Section  1202  (b)  (1)  (iii)  is  amended  to  read 
as  follows: 

“(iii)  the  excess  of  the  deductions  allow¬ 
able  for  income  tax  purposes  (not  including  the 
deduction  for  the  tax  imposed  by  Subchapter  E 
of  Chapter  2)  over  its  gross  income.” 

SEC.  205.  NEW  CAPITAL. 

Section  718  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “and”  at  the  end  of  paragraph  (4)  ; 
by  striking  out  the  period  at  the  end  of  paragraph  (5) 
and  inserting  in  lieu  thereof  a  semicolon  and  the  word  “and”, 
and  by  inserting  at  the  end  thereof  the  following: 

“(6)  New  capital. — An  amount  equal  to  25 
per  centum  of  the  new  capital  for  such  day.  The  term 
‘new  capital’  for  any  day  means  so  much  of  the  amounts 
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of  money  or  property  includible  for  sucli  day  under 
paragraphs  (1)  and  (2)  as  was  previously  paid  in 
during  a  taxable  year  beginning  after  December  31, 
1940,  and  so  much  of  the  distributions  in  stock  in¬ 
cludible  for  such  day  under  paragraph  (3)  as  was  pre¬ 
viously  made  during  a  taxable  year  beginning  after 
December  31,  1940,  subject  to  the  following  limitations: 

“  (A)  There  shall  not  be  included  money  or 
property  paid  in  by  a  corporation  in  an  exchange  to 
which  section  112  (b)  (3),  (4),  or  (5),  or  so 

much  of  section  112  (c),  (d),  or  (e)  as  refers  to 
section  112  (b)  (3),  (4),  or  (5)  is  applicable,  or 
would  have  been  applicable  if  the  term  ‘control’  had 
been  defined  in  section  112  (h)  to  mean  the  owner¬ 
ship  of  stock  possessing  more  than  50  per  centum  of 
the  total  combined  voting  power  of  all  classes  of 
stock  entitled  to  vote  or  more  than  50  per  centum 
of  the  total  value  of  shares  of  all  classes  of  stock. 

“.(B)  There  shall  not  be  included  money  or 
property  paid  in  to  the  taxpayer  by  a  transferor  cor¬ 
poration  if  immediately  after  such  transaction  the 
transferor  and  the  taxpayer  are  members  of  the  same 
controlled  group.  As  used  in  this  subparagraph  and 
subparagraph  (C) ,  a  controlled  group  means  one  or 
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more  chains  of  corporations  connected  through  stock 
ownership  with  a  common  parent  corporation  if  (i) 
more  than  50  per  centum  of  the  total  combined 
voting  power  of  all  classes  of  stock  entitled  to  vote, 
or  more  than  50  per  centum  of  the  total  value  of 
shares  of  all  classes  of  stock,  of  each  of  the  cor¬ 
porations  (except  the  common  parent  corporation) 
is  owned  directly  by  one  or  more  of  the  other 
corporations,  and  (ii)  the  common  parent  cor¬ 
poration  owns  directly  more  than  50  per  centum 
of  the  total  combined  voting  power  of  all  classes 
of  stock  entitled  to  vote,  or  more  than  50  per 
centum  of  the  total  value  of  shares  of  all  classes 
of  stock,  of  at  least  one  of  the  other  corporations. 

“(C)  There  shall  not  be  included  a  distribution 
in  stock  described  in  paragraph  (3)  made  to  another 
corporation,  if  immediately  after  the  distribution  the 
taxpayer  and  the  distributee  are  members  of  the 
same  controlled  group. 

“  (I))  Increase  in  Inadmissible  Assets. — The  new 
capital  for  any  day  of  the  taxable  year,  computed 
without  the  application  of  subparagraph  (E),  shall 
be  reduced  by  the  excess,  if  any,  of  the  amount  com¬ 
puted  under  section  720  (b)  with  respect  to  inad- 
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missible  assets  held  on  such  day,  over  the  amount 
computed  under  section  720  (b)  with  respect  to 
inadmissible  assets  held  on  the  first  day  of  the  tax¬ 
payer’s  first  taxable  year  beginning  after  December 
31,  1940.  For  the  purposes  of  this  subparagraph,  in 
determining  whether  obligations  which  are  described 
in  section  22  (b)  (4)  any  part  of  the  interest  from 
which  is  excludible  from  gross  income  or  allowable 
as  a  credit  against  net  income  are  to  be  treated  as 
admissible  or  inadmissible  assets,  such  obligations 
shall  be  treated  in  the  same  manner  as  they  are 
treated  for  the  taxable  year  for  which  tax  under  this 
subchapter  is  being  computed. 

“  (E)  Maximum  New  Capital  Allowable. — The 
new  capital  for  any  day  of  the  taxable  year  shall  not 
be  more  than  the  amount,  if  any,  by  which — 

“  (i)  the  sum  of  the  equity  invested  capital 
(computed  without  regard  to  this  paragraph) 
and  the  borrowed  capital  (as  defined  in  section 
719  (a)  )  of  the  taxpayer  as  of  such  day,  re¬ 
duced  by  the  amount  of  money  or  property  paid 
in  which  is  excluded  by  reason  of  the  limitation 
of  subparagraph  (A)  or  (B)  of  this  paragraph, 
exceeds 
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“  (ii)  the  sum  of  such  equity  invested  capital 
and  borrowed  capital  as  of  the  beginning  of  the 
first  day  of  such  taxpayer’s  first  taxable  year 
beginning  after  December  31,  1940,  reduced  by 
the  amount,  if  any,  by  which  the  accumulated 
earnings  and  profits  as  of  such  first  day  of  such 
first  taxable  year  exceed  the  accumulated 
earnings  and  profits  (computed  without  regard 
to  distributions  made  in  taxable  years  beginning 
after  December  31,  1940)  as  of  the  beginning 
of  the  first  day  of  the  taxable  year  for  which 
the  tax  under  this  subchapter  is  being  com¬ 
puted.” 

SEC.  206.  CORPORATIONS  ENGAGED  IN  MINING  STRATEGIC 
METALS. 

Section  731  of  the  Internal  Revenue  Code  (exempting 
from  excess  profits  tax  income  derived  from  mining  certain 
metals)  shall  not  apply  with  respect  to  any  taxable  year 
beginning  after  December  31,  1940. 

SEC.  207.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  AP¬ 
PLICABLE. 

The  amendments  made  by  this  title  shall  be  applicable 
only  with  respect  to  taxable  years  beginning  after  December 
31,  1940. 
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TITLE  III— CAPITAL  STOCK  TAX  AND  DE¬ 
CLARED  VALUE  EXCESS-PROFITS  TAX 

SEC.  301.  CAPITAL  STOCK  TAX. 

(a)  Increase  in  Rate  of  Tax. — Section  1200  (a) 
and  (b)  of  the  Internal  Revenue  Code  (relating  to  rate  of 
capital  stock  tax)  is  amended  by  striking  out  “$1”  and 
inserting  in  lieu  thereof  “$1.25”. 

(b)  Defense  Tax  Rate. — Section  1200  (c)  of  the 
Internal  Revenue  Code  is  repealed. 

(c)  Effective  Date. — Subsections  (a)  and  (b)  shall 
be  effective  only  with  respect  to  the  year  ending  June  30, 
1941,  and  succeeding  years. 

SEC.  302.  DECLARED  VALUE  EXCESS-PROFITS  TAX — DE¬ 
FENSE  TAX  MADE  PERMANENT. 

Section  600  (b)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“(b)  Defense  Tax. — In  the  case  of  any  taxpayer,  the 
amount  of  tax  payable  under  this  section  for  any  income- 
tax  taxable  year  ending  after  June  30,  1940,  shall  be  10 
per  centum  greater  than  the  amount  of  tax  which  would 
be  payable  if  computed  without  regard  to  this  subsection.” 

TITLE  IV— ESTATE  AND  GIFT  TAXES 

SEC.  401.  ESTATE  TAX  RATES. 

(a)  Rates. — Section  935  (b)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 
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“  (b)  The  tentative  tax  refen’ed  to  in  subsection  (a)  (1) 
of  this  section  shall  be  the  tentative  tax  shown  in  the  follow¬ 
ing  table : 

“If  the  net  estate  is:  The  tentative  tax  shall  be: 

Not  over  $5,000 _  3%  of  the  net  estate. 


Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000_ 

Over  $20,000  but  not  over  $30,000_ 

Over  $30,000  but  not  over  $40,000_ 

Over  $40,000  but  not  over  $50,000_ 

Over  $50,000  but  not  over  $60,000_ 


Over  $60,000 
$100,000. 

but 

not 

over 

Over  $100,000 
$250,000. 

but 

not 

over 

Over  $250,000 
$500,000. 

but 

not 

over 

Over  $500,000 
$750,000. 

but 

not 

over 

Over  $750,000 
$1,000,000. 

but 

not 

over 

Over  $1,000,000 
$1,250,000. 

but 

not 

over 

Over  $1,250,000 

but 

not 

over 

4  ,500,000 

but 

not 

over 

Over  V$2, 000, 000 
$2,500,000. 

but 

not 

over 

Over  $2,500,000 
$3,000,000. 

but 

not 

over 

$150,  plus  7%  of  excess  over  $5,000. 


$500,  plus 
$10,000. 

10% 

of 

excess 

over 

$1,500,  plus 
$20,000. 

13% 

of 

excess 

over 

$2,800,  plus 
$30,000. 

16% 

of 

excess 

over 

$4,400,  plus 
$40,000. 

20% 

of 

excess 

over 

$6,400,  plus 
$50,000. 

23% 

of 

excess 

over 

$8,700,  plus 
$60,000. 

25% 

of 

excess 

over 

$18,700,  plus  27%  of  excess  over 

$100,000. 

$59,200,  plus  29%  of  excess  over 
$250,000. 

$131,700,  plus  32%  of  excess  over 
$500,000. 

$211,700,  plus  34%  of  excess  over 
$750,000. 

$296,700,  plus  36%  of  excess  over 

$1,000,000. 

$386,700,  plus  38%  of  excess  over 
$1,250,000. 

$481,700,  plus  41%  of  excess  over 
$1,500,000. 

$686,700,  plus  45%  of  excess  over 

$2,000,000. 

$911,700,  plus  48%  of  excess  over 
$2,500,000. 


Over  $3,000,000 
$3,500,000. 

but 

not 

over 

Over  $3,500,000 
$4,000,000. 

but 

not 

over 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

Over  $5,000,000 
$6,000,000. 

but 

not 

over 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

Over  $8,000,000 
$10,000,000. 

but 

not 

over 

Over  $10,000,000. 


$1,151,700,  plus  51%  of  excess  over 
$3,000,000. 

$1,406,700,  plus  54%  of  excess  over 
$3,500,000. 

$1,676,700,  plus  58%  of  excess  over 
$4,000,000. 

$2,256,700,  plus  61%  of  excess  over 
$5,000,000. 

$2,866,700,  plus  64%  of  excess  over 

$6,000,000. 

$3,506,700,  plus  66%  of  excess  over 
$7,000, 000. 

$4,166,700,  plus  69%  of  excess  over 

$8,000,000. 

$5,546,700,  plus  70%  of  excess  over 

$10,000,000. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 


32 


(b)  Effective  Date  of  Amendment. —The  amend¬ 
ment  made  by  subsection  (a)  shall  be  applicable  only  to 
estates  of  decedents  d}dng  after  the  date  of  the  enactment  of 
this  Act. 

(c)  Defense  Tax  Made  Permanent.— Subchapter 
0  of  Chapter  3  of  the  Internal  Revenue  Code  is  amended 
by  striking  out  “and  before  the  expiration  of  five  years  after 
such  date” ;  by  striking  out  in  the  heading  of  the  subchapter 
“FOR  FIVE  YEARS”;  and  by  striking  out  in  the  heading 
of  section  951  “FOR  FIVE  YEARS”. 

SEC.  402.  GIFT  TAX  RATES. 


(a)  Rates. — The  Rate  Schedule  of  section  1001  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows : 


“If  the  net  gifts  are: 

Not  over  $5,000 _ 

Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000_ 

Over  $20,000  but  not  over  $30,000_ 

Over  $30,000  but  not  over  $40, 000- 

Over  $40,000  but  not  over  $50,000_ 

Over  $50,000  but  not  over  $60, 000- 

Over  $60,000  but  not  over  $100,000- 


Over  $100,000 
$250,000. 

but 

not 

over 

Over  $250,000 
$500,000. 

but 

not 

over 

Over  $500,000 
$750,000. 

but 

not 

over 

Over  $750,000 
$1,000,000. 

but 

not 

over 

The  tax  shall  be : 

2 1%  of  the  net  gifts. 

$112.50,  plus  51%  of  excess  over 
$5,000. 

$375,  plus  71%  of  excess  over 

$10,000. 

$1,125,  plus  9f%  of  excess  over 

$20,000. 

$2,100,  plus  12%  of  excess  over 
$30,000. 

$3,300.  plus  15%  of  excess  over 
$40,000. 

$4,800,  plus  17J%  of  excess  over 
$50,000. 

$6,525,  plus  18f%  °f  excess  over 
$60,000. 

$14,025,  plus  201%  of  excess  over 

$100,000. 

$44,400,  plus  21f%  of  excess  over 
$250,000. 

$98,775,  plus  24%  of  excess  over 
$500,000. 

$158,775,  plus  251%  of  excess  over 
$750,000. 
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“If  the  net  gifts  are 

»  • 

The  tax  shall  be : 

Over  $1,000,000 
$1,250,000. 

but 

not 

over 

$222,525,  plus  27%  of  excess  over 
$1,000,000. 

Over  $1,250,000 
$1,500,000. 

but 

not 

over 

$290,025,  plus  284%  of  excess  over 
$1,250,000. 

Over  $1,500,000 
$2,000,000. 

but 

not 

over 

$361,275,  plus  30J%  of  excess  over 
$1,500,000. 

Over  $2,000,000 
$2,500,000. 

but 

not 

over 

$515,025.  plus  332%  of  excess  over 
$2,000,000. 

Over  $2,500,000 
$3,000,000. 

but 

not 

over 

$683,775,  plus  36%  of  excess  over 
$2,500,000. 

Over  $3,000,000 
$3,500,000. 

but 

not 

over 

$863,775,  plus  381%  of  excess  over 
$3,000,000. 

Over  $3,500,000 
$4,000,000.  ' 

but 

not 

over 

$1,055,025,  plus  401%  of  excess 
over  $3,500,000. 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

$1,257,525,  plus  434%  of  excess 
over  $1,000,000. 

Over  $5,000,000 
$6,000,000. 

but 

not 

over 

$1,692,525,  plus  45f%  of  excess 
over  $5,000,000. 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$2,150,025,  plus  48%  of  excess  over 
$6,000,000. 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$2,630,025,  plus  491%  of  excess 
over  $7,000,000. 

Over  $8,000,000 
$10,000,000. 

but 

not 

over 

$3,125,025,  plus  51-f%  of  excess 
over  $8,000,000. 

Over  $10,000,000 

$4,160,025,  plus  521%  of  excess 

over  $10,000,000.' 


(b)  Yeaes  to  Which  Amendment  Applicable. — 
The  amendment  made  by  subsection  (a)  shall  be  ap¬ 
plied  in  computing  the  tax  for  the  calendar  year  1942  and 
each  calendar  year  thereafter  (but  not  the  tax  for  the  calen¬ 
dar  year  1941  or  a  previous  calendar  year) ,  and  such  amend¬ 
ment  shall  lie  applied  in  ail  computations  in  respect  of  the 
calendar  year  1941  and  previous  calendar  years  for  the 
purpose  of  computing  the  tax  for  the  calendar  year  1942 
and  any  calendar  year  thereafter. 

(c)  Defense  Tax  Rates  Made  Peemanent. — Sec¬ 
tion  1001  (d)  of  the  Internal  Revenue  Code  is  amended  by 
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striking  ont  “1941  to  1945,  both  inclusive,”  and  inserting  in 
lieu  thereof  “after  1940”;  and  by  striking  out  in  the  heading 
“for  1940-1945”. 

TITLE  V— EXCISE  TAXES 

Part  I — 1932  Excise  Taxes  Made  Permanent 
SEC.  501.  1932  EXCISE  TAXES  MADE  PERMANENT. 

Section  3452  of  the  Internal  Revenue  Code  (relating  to 
expiration  of  1932  excise  taxes)  is  repealed. 

SEC.  502.  PIPE  LINE  TAX. 

Section  3460  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  termination  of  tax  on  transportation  by  pipe  line)  is 
amended  by  striking  out  “originating  before  July  1,  1945”. 
SEC.  503.  TECHNICAL  AMENDMENT. 

The  heading  of  Subtitle  C  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“SUBTITLE  C— MANUFACTURERS’  EXCISE  AND 
IMPORT  TAXES  AND  TEMPORARY  TAXES” 

SEC.  504.  BOND  TAX. 

Section  3481  (b)  (relating  to  expiration  of  tax  on 
transfer  of  bonds )  is  repealed. 

SEC.  505.  CONVEYANCE  TAX. 

Section  3482  (relating  to  tax  on  conveyances)  is 
amended  by  striking  out  “delivered  before  July  1,  1945”. 
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Part  II — Defense  Tax  Rates  Made  Permanent  (No  In¬ 
crease  in  Tax  and  No  Change  in  Basis  of  Tax) 

SEC.  521.  DEFENSE  EXCISE  TAX  RATES  MADE  PERMA¬ 
NENT  WHICH  ARE  NOT  INCREASED  BY  THIS 
ACT. 

(a)  The  following  sections  of  the  Internal  Revenue 
Code  are  amended  as  follows: 

(1)  Box  seats. — Section  1700  (b)  (1)  is 

amended  by  striking  out  “10  per  centum”  and  inserting 
in  lieu  thereof  “11  per  centum”. 

(2)  Sales  outside  box  office. — Section  1700 
(c)  ( 1 )  is  amended  by  striking  out  “10  per  centum”  and 
inserting  in  lieu  thereof  “11  per  centum”. 

(3)  Corporate  securities— Section  1801  is 
amended  by  striking  out  “10  cents  until  July  1,  1945, 
and  5  cents  thereafter”  and  inserting  in  lieu  thereof 
“11  cents”. 

(4)  Capital  stock  issues.— Section  1802  (a) 
is  amended  bv  striking  out  “10  cents  until  July  1,  1945, 
and  5  cents  thereafter”  and  the  comma  wherever  fol¬ 
lowing  such  expression  and  inserting  in  lieu  thereof 
“11  cents”;  and  by  striking  out  “2  cents  until  July  1, 
1945,  and  1  cent  thereafter,”  and  inserting  in  lieu  thereof 
“3  cents”. 
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(5)  Capital  stock  tbansfees— Section  1802 
(b)  is  amended  by  striking  out  “4  cents  until  July  1, 
1945,  and  2  cents  thereafter,”  and  inserting  in  lieu 
thereof  “5  cents”;  and  by  striking  out  “5  cents  instead 
of  4  cents  until  July  1,  1945”  and  inserting  in  lieu 
thereof  “6  cents”. 

(6)  IxsuEANCE  policies— Section  1804  is 
amended  by  striking  out  “3  cents”  and  inserting  in  lieu 
thereof  “4  cents”. 

(?)  Passage  tickets.— Section  1806  is  amended 
by  striking  out  “$1”  and  inserting  in  lieu  thereof 
“$1.10”;  by  striking  out  “$3”  and  inserting  in  lieu 
thereof  “$3.30”;  and  by  striking  out  “$5”  and  inserting 
in  lieu  thereof  “$5.50”. 

(8)  Oigaeettes. — Section  2000  (c)  (2)  is 

amended  by  striking  out  “$3”  and  inserting  in  lieu 
thereof  “$3.25”  and  by  striking  out  “$7.20”  and  insert¬ 
ing  in  lieu  thereof  “$7.80”. 

(9)  Pistols  and  eevolvees. — Section  2700  (a) 
is  amended  by  striking  out  “10  per  centum”  and  insert¬ 
ing  in  lieu  thereof  “11  per  centum”. 

(10)  Febmented  malt  liqitoes. — Section  3150 
(a)  is  amended  by  striking  out  “$5”  and  inserting  in 
lieu  thereof  “$6”. 

(11)  Wholesalees  of  liquoe— Section  3250 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 


37 

(a)  (1)  is  amended  by  striking  out  ‘'$100”  and 

inserting  in  lieu  thereof  “$110”. 

(12)  Retailers  of  liquor. — Section  3250  (b)  is 
amended  by  striking  out  “$25”  and  inserting  in  lieu 
thereof  “$27.50”. 

(13)  Brewers. — Section  3250  (c)  is  amended  by 
striking  out  “$100”  and  inserting  in  lieu  thereof  “$110” 
and  by  striking  out  “$50”  and  inserting  in  lieu  thereof 
“$55”. 

(14)  Wholesalers  of  malt  liquors.— Section 
3250  (d)  is  amended  by  striking  out  “$50”  and  in¬ 
serting  in  lieu  thereof  “$55”. 

(15)  Retailers  of  malt  liquors. — Section 
3250  (e  )  (1)  ^  amended  by  striking  out  “$20”  and 
inserting  in  lieu  thereof  “$22”,  and  section  3250  (e) 
(3)  is  amended  by  striking  out  “$2”  and  inserting  in 
lieu  thereof  “$2.20”. 

(16)  Rectleeers. — Section  3250  (f)  (1)  is 

amended  by  striking  out  “$200”  and  inserting  in  lieu 
thereof  “$220”;  and  by  striking  out  “$100”  and  insert¬ 
ing  in  lieu  thereof  “$110”. 

(17)  Stills. — Section  3250  (j)  is  amended  by 
striking  out  “$50”  and  inserting  in  hen  thereof  “$55”; 
and  by  striking  out  “$20”  and  inserting  in  lieu  thereof 
“$22”. 

(18) ] 


etc. — Section  3407  is  amended  by 
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striking  out  “1 0  per  centum”  and  inserting  in  lieu  thereof 
“11  per  centum”. 

(19) ,  Electrical  energy— Section  3411  is 
amended  by  striking  out  “3  per  centum”  and  inserting 
in  lieu  thereof  “3+  per  centum”. 

(20)  Gasoline. — Section  3412  (a)  is  amended  by 
striking  out  “1  cent”  and  inserting  in  lieu  thereof  “14- 
cents”. 

(21 )  Lubricating  oils. — Section  3413  is  amended 
by  striking  out  “4  cents”  and  inserting  in  lieu  thereof 
“41  cents”. 

(22)  Transportation  of  oil  by  pipe  line. — 
Section  3460  (a)  is  amended  by  striking  out  “4  per 
centum”  and  inserting  in  lieu  thereof  “41  per  centum”. 

(23)  Transfer  of  bonds. — Section  3481  (a)  is 
amended  by  striking  out  “4  cents”  and  inserting  in  lieu 
thereof  “5  cents”. 

(24)  Conveyances.— Section  3482  is  amended  by 
striking  out  “50  cents”  and  inserting  in  lieu  thereof  “55 
cents”. 

(b)  The  rates  specified  in  subsection  (a)  shall  be 
applicable  only  with  respect  to  the  period  after  the  date  of  the 
enactment  of  this  Act,  and  the  rates  specified  in  section 
1650  (a),  section  2004,  and  section  3190  of  the  Internal 
Revenue  Code  shall  not  apply  with  respect  to  such  period. 
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Part  III — Increases  in  Rates  of  Existing  Excise  Taxes 
SEC.  531.  PLAYING  CARDS. 

Section  1807  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “10  cents”  and  inserting  in  lieu 
thereof  “13  cents”. 

SEC.  532.  SAFE  DEPOSIT  BOXES. 

Section  1850  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “10  per  centum”  and  inserting  in 
lieu  thereof  “20  per  centum”. 

SEC.  533.  DISTILLED  SPIRITS. 

(a)  Rate  on  Distilled  Spirits  and  Brandy. — 

Section  2800  (a)  (1)  of  the  Internal  Revenue  Code  is 

amended  by  striking  out  “at  the  rate  of  $2.25  (and  on 
brandy  at  the  rate  of  $2)”  and  by  inserting  in  lieu  thereof 
“at  the  rate  of  $4  (and  on  brandy  at  the  rate  of  $3.75)  ”. 

(b)  Rate  on  Imported  Perfumes  Containing 
Alcohol. — Section  2800  (a)  (3)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “$2.25”  and  inserting  in 
lieu  thereof  “$4”. 

(c)  Drawback  on  Distilled  Spirits.— The  third 
paragraph  of  section  2887  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “but  shall  not  exceed  a  rate  of  $3 
(or,  in  the  case  of  brandy,  $2.75)”  and  inserting  in  lieu 
thereof  “but  shall  not  exceed  a  rate  of  $4  (or,  in  the  case 
of  brandy,  $3.75)  ”. 
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W  Floor  Stocks  Tax— Section  2800  of  the  Inter¬ 
nal  Revenue  Code  is  amended  by  inserting  at  the  end  thereof 
the  following  new  subsection : 

“  (i)  Floor  Stocks  Tax.— 

“(1)  Upon  all  distilled  spirits  upon  which  the 
internal-revenue  tax  imposed  by  law  has  been  paid,  and 
which  on  the  effective  date  of  Part  III  of  Title  V  of 
the  Revenue  Act  of  1941  are  held  and  intended  for  sale 
or  for  use  in  the  manufacture  or  production  of  any  article 
intended  for  sale,  there  shall  be  levied,  assessed,  collected, 
and  paid  a  floor  stocks  tax  of  $1  on  each  proof-gallon, 
and  a  proportionate  tax  at  a  like  rate  on  all  fractional 
parts  of  such  proof-gallon. 

“(2)  Every  person  required  by  this  subsection  to 
pay  any  floor  stocks  tax  shall,  on  or  before  the  first 
day  of  the  third  month  beginning  after  such  effective 
date,  under  such  regulations  as  the  Commissioner,  with 
the  approval  of  the  Secretary,  shall  prescribe,  make  a 
return  and  pay  such  tax.  Payment  of  the  tax  shown  to 
be  due  may  be  extended  to  a  date  not  later  than  the 
first  day  of  the  tenth  month  beginning  after  such 
effective  date,  upon  the  filing  of  a  bond  for  payment 
thereof  in  such  form  and  amount  and  with  such  surety 
or  sureties  as  the  Commissioner,  with  the  approval  of 
the  Secretary,  may  prescribe. 
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“  (3)  All  provisions  of  law,  including  penalties,  ap¬ 
plicable  in  respect  of  internal-revenue  taxes  on  distilled 
spirits  shall,  insofar  as  applicable  and  not  inconsistent 
with  this  subsection,  be  applicable  in  respect  of  the  floor 
stocks  tax  imposed  hereunder.  Eor  the  purposes  of  this 
subsection  the  term  ‘distilled  spirits’  shall  include  prod¬ 
ucts  produced  in  such  manner  that  the  person  producing 
them  is  a  rectifier  within  the  meaning  of  section 
3254  (g).” 

SEC.  534.  WINES. 

(a)  Rate  on  Still  Wines. — Section  3030  (a)  (1) 
(A)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “5  cents”  and  inserting  in  lieu  thereof  “8  cents”;  by 
striking  out  “15  cents”  and  inserting;  in  lieu  thereof  “24 
cents”;  and  by  striking  out  “25  cents”  and  inserting  in  lieu 
thereof  “50  cents”. 

(b)  Rate  on  Sparkling  Wines,  Liqueurs,  Cor¬ 
dials,  Etc. — Section  3030  (a)  (2)  of  the  Internal  Reve¬ 
nue  Code  is  amended  by  striking  out  “2-J-  cents”  and  inserting 
in  lieu  thereof  “4  cents”;  and  by  striking  out  “1-J-  cents” 
and  inserting  in  lieu  thereof  “2-J-  cents”. 

(c)  Subchapter  E  of  Chapter  26  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the  following 
new  section : 


H.  R.  5417 - 6 
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“SEC.  3192.  FLOOR  STOCKS  TAX  ON  WINES. 

“  (a)  Floob  Stocks  Tax. — U pon  all  wines  upon  which 
the  internal-revenue  tax  imposed  by  law  has  been  paid, 
and  which  on  the  effective  date  of  Part  III  of  Title  V  of 
the  Eevenue  Act  of  1941  are  held  and  intended  for  sale  or 
for  use  in  the  manufacture  or  production  of  an  article  intended 
for  sale,  there  shall  be  levied,  assessed,  collected,  and  paid  a 
floor  stocks  tax  at  rates  equal  to  the  increases  in  rates  of  tax 
(over  the  defense  tax  rates)  made  applicable  to  such  articles 
by  section  534  of  the  Eevenue  Act  of  1341. 

“(b)  EetuBjSTS. — Every  person  required  by  subsection 
(a)  to  pay  any  floor  stocks  tax  shall,  on  or  before  the  first 
day  of  the  third  month  beginning  after  such  effective  date, 
under  such  regulations  as  the  Commissioner,  with  the  ap¬ 
proval  of  the  Secretary,  shall  prescribe,  make  a  return  and 
pay  such  tax.  Payment  of  the  tax  shown  to  be  due  may  be 
extended  to  a  date  not  later  than  the  first  day  of  the  tenth 
month  beginning  after  such  effective  date,  upon  the  fifing 
of  a  bond  for  payment  thereof  in  such  form  and  amount 
and  with  such  surety  or  sureties  as  the  Commissioner,  with 
the  approval  of  the  Secretary,  may  prescribe. 

“(c)  Laws  Applicable. — All  provisions  of  law,  in¬ 
cluding  penalties,  applicable  in  respect  of  the  taxes  imposed 
by  section  3030  (a)  shall,  insofar  as  applicable  and  not 
inconsistent  with  this  subsection,  be  applicable  with  respect 
to  the  floor  stocks  tax  imposed  by  subsection  (a) .” 
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SEC.  535.  TIRES  AND  TUBES. 

(a)  Rate  on  Tires. — Section  3400  (1)  of  the  Internal 
Revenue  Code  is  amended  by  striking  out  “2^  cents”  and 
inserting  in  lieu  thereof  “5  cents”. 

(b)  Rate  on  Tubes. — Section  3400  (2)  of  the  In¬ 
ternal  Revenue  Code  is  amended  by  striking  out  “4  cents” 
and  inserting  in  lieu  thereof  “9  cents”. 

(c)  Floor  Stocks  Tax  on  Tires  and  Inner 
Tubes. — Section  3400  of  the  Internal  Revenue  Code  is 
amended  by  inserting  “(a)  Tax. — ”  before  the  beginning 
thereof  and  by  inserting  at  the  end  thereof  the  following: 

“(b)  Floor  Stocks  Tax. — Upon  tires  and  inner  tubes 
subject  to  tax  under  subsection  (a)  of  the  type  used  on 
vehicles  subject  to  tax  under  section  3403  (a)  or  (b)  which 
on  the  effective  date  of  Part  III  of  Title  V  of  the  Revenue 
Act  of  1941  are  held  for  sale  by  any  person  there  shall  be 
levied,  assessed,  collected,  and  paid  a  floor  stocks  tax  at  the 
rate  of  24  cents  per  pound  in  the  case  of  tires  and  44  cents 
per  pound  in  the  case  of  inner  tubes.  The  tax  shall  apply  to 
tires  and  inner  tubes  held  for  sale  on,  or  in  connection  with, 
or  held  for  use  in  the  manufacture  or  production  of,  articles  the 
sale  of  which  will  be  subject  to  tax  under  section  3403  (a)  or 
(b) .  The  tax  shall  not  apply  to  tires  and  inner  tubes  held 
for  sale  by  the  manufacturer,  producer,  or  importer  thereof, 
and  to  tires  and  inner  tubes  the  sale  of  which  will  be  subject 
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under  the  provisions  of  sections  3444  (a)  (2)  and  3445  to 
the  manufacturers’  tax  on  tires  and  inner  tubes.” 

SEC.  536.  EFFECTIVE  DATE  OF  PART  III. 

The  amendments  made  by  this  Part  shall  be  applicable 
only  with  respect  to  the  period  beginning  with  the  effective 
date  of  this  Part,  and  the  rates  specified  in  section  1650  (a) , 
section  1807  (b),  section  2004,  section  2800  (g),  and  sec¬ 
tion  3190  of  the  Internal  Revenue  Code  shall  not  apply 
with  respect  to  such  period.  This  Part  shall  take  effect  on 
the  first  day  of  the  first  month  which  begins  more  than  10 
days  after  the  date  of  the  enactment  of  this  Act. 

Part  IV — Changes  in  Basis  of  Computing  Tax  (Rates  In¬ 
creased  in  Certain  Cases) 

SEC.  541.  ADMISSIONS  TAX. 

(a)  Reduction  of  Exemption.— Section  1700  (a) 
(1)  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“(1)  Rate. — A  tax  of  1  cent  for  each  10  cents  or 
fraction  thereof  of  the  amount  paid  for  admission  to  any 
place,  including  admission  by  season  ticket  or  subscrip¬ 
tion;  except  that  in  case  the  amount  paid  for  admission 
is  less  than  10  cents,  no  tax  shall  be  imposed.  In  the 
case  of  persons  (except  bona  fide  employees,  municipal 
officers  on  official  business,  children  under  twelve  years 
of  age,  members  of  the  military  or  naval  forces  of  the 
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United  States  when  in  uniform,  and  members  of  the 
Civilian  Conservation  Corps  when  in  uniform)  admitted 
free  or  at  reduced  rates  to  any  place  at  any  time  when 
and  under  circumstances  under  which  an  admission 
charge  is  made  to  other  persons,  an  equivalent  tax  shall 
he  collected  based  on  the  price  so  charged  to  such  other 
persons  for  the  same  or  similar  accommodations,  to  be 
paid  by  the  person  so  admitted.  Amounts  paid  for  ad¬ 
mission  by  season  ticket  or  subscription  shall  be  exempt 
only  if  the  amount  which  would  be  charged  to  the  holder 
or  subscriber  for  a  single  admission  is  less  than  10  cents.” 

(b)  Termination  of  Exemptions. — Section  1701  of 
the  Internal  Revenue  Code  (relating  to  exemptions  from 
admissions  tax)  shall  not  apply  with  respect  to  amounts 
paid,  on  or  after  the  effective  date  of  this  Part,  for  admission. 

(c)  Exemption  of  National  Park,  Etc.,  Admis¬ 
sions  Terminated. — The  Interior  Department  Appropria¬ 
tion  Act,  1942,  is  amended  by  striking  out  that  part  thereof 
under  the  heading  “national  park  service”  which  reads 
as  follows : 

“Hereafter  fees  incident  to  admission  to  the  national 
parks  and  monuments  and  other  areas  in  the  national  park 
system,  charged  and  collected  with  the  approval  of  the 
Secretary  of  the  Interior,  shall  be  exempt  from  all  Federal 
tax  on  admissions.” 
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The  Act  entitled  “An  Act  making  appropriations  for 
the  Department  of  the  Interior  for  the  fiscal  year  ending 
June  30,  1936,  and  for  other  purposes”,  approved  May  9, 
1935,  is  amended  by  striking  out  that  pail  thereof  under 
the  heading  “national  park  service’’  which  reads  as 
follows:  “:  Provided ,  That  any  admission  fee  charged  for 
entrance  to  Carlsbad  Caverns  and  any  fee  charged  for  guide 
service  therein,  shall  be  exempt  from  all  taxes  on  admissions”. 
SEC.  542.  CABARET,  ROOF  GARDEN,  ETC.,  TAX. 

(a)  Imposition. — Section  1700  (e)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows : 

“(e)  Tax  on  Cabarets,  Roof  Gardens,  Etc.— 

“  ( 1 )  Rate. — A  tax  equivalent  to  5  per  centum  of 
all  amounts  paid  for  admission,  refreshment,  service,  and 
merchandise,  at  any  roof  garden,  cabaret,  or  other 
similar  place  furnishing  a  public  performance  for  profit,  if 
any  payment,  or  part  thereof,  for  admission,  refresh¬ 
ment,  service,  or  merchandise,  entitles  the  patron  to  be 
present  during  any  portion  of  such  performance.  No 
tax  shall  be  applicable  under  subsection  (a)  (1)  on  ac¬ 
count  of  an  amount  paid  with  respect  to  which  tax  is  im¬ 
posed  under  this  subsection. 

“(2)  By  whom  paid. — The  tax  imposed  under 
paragraph  ( 1 )  shall  be  returned  and  paid  by  the  person 
receiving  such  payments.” 
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(b)  Place  of  Payment. — Section  1715  (b)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(b)  Place  of  Payment.— The  taxes  collected  under 
subsection  (a) ,  and  the  taxes  required  to  be  paid  under 
section  1700  (c) ,  (d) ,  or  (e) ,  shall  be  paid  to  the  collector 
of  the  district  in  which  the  principal  office  or  place  of  busi¬ 
ness  is  located.” 

(c)  Returns. — Section  1716  (a)  of  the  Internal 

Revenue  Code  is  amended  to  read  as  follows : 

“(a)  Requirement. — Every  person  required  under 
subsection  (a)  of  section  1715  to  collect  the  taxes,  or  re¬ 
quired  under  section  1700  (c),  (d),  or  (e)  to  pay  the 
taxes,  imposed  by  this  chapter  shall  make  returns  under 
oath,  in  duplicate,  in  such  manner  and  containing  such 
information  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  may,  by  regulation,  prescribe.” 

(d)  Section  1700  (c)  (3)  and  section  1700  (d)  (3) 
of  the  Internal  Revenue  Code  are  repealed  as  of  the  effective 
date  of  this  Part. 

SEC.  543.  CLUB  DUES. 

(a)  Reduction  of  Exemption  and  Defense  Tax 
Rate  Made  Permanent. — Section  1710  (a)  (1)  and  (2) 
of  the  Internal  Revenue  Code  are  amended  to  read  as 
follows : 

“  (1)  Dues  or  membership  fees.— A  tax  equiva- 
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lent  to  11  per  centaim  of  any  amount  paid  as  dues  or 
membership  fees  to  any  social,  athletic,  or  sporting  club 
or  organization,  if  the  dues  or  fees  of  an  active  resident 
annual  member  are  in  excess  of  $10  per  year. 

“(2)  Initiation  fees— A  tax  equivalent  to  11 
per  centum  of  any  amount  paid  as  initiation  fees  to  such 
a  club  or  organization,  if  such  fees  amount  to  more  than 
$10,  or  if  the  dues  or  membership  fees,  not  including 
initiation  fees,  of  an  active  resident  annual  member  are 
in  excess  of  $10  per  year.” 

(b)  Definition  of  Dues. — Section  1712  (a)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(a)  Dues. — The  term  ‘dues’  includes  any  assessment, 
irrespective  of  the  purpose  for  which  made,  and  any  charges 
for  social  privileges  or  facilities,  or  for  golf,  tennis,  polo, 
swimming,  or  other  athletic  or  sporting  privileges  or  facili¬ 
ties,  for  any  period  of  more  than  six  days ;  and”. 

SEC.  544.  AUTOMOBILE,  TRUCK,  BUS,  AND  PARTS  TAX. 

(a)  Increase  of  Hate  and  Classification  of 
Busses. — Section  3403  (a)  and  (b)  of  the  Internal  Reve¬ 
nue  Code  are  amended  to  read  as  follows : 

“(a)  Automobile  truck  chassis,  automobile  truck 
bodies,  automobile  bus  chassis,  automobile  bus  bodies,  truck 
and  bus  trailer  and  semitrailer  chassis,  truck  and  bus  trailer 
and  semitrailer  bodies,  tractors  of  the  kind  chiefly  used  for 
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highway  transportation  in  combination  with  a  trailer  or 
semitrailer  (including  in  each  of  the  above  cases  parts  or 
accessories  therefor  sold  on  or  in  connection  therewith  or 
with  the  sale  thereof)  ,  5  per  centrum  A  sale  of  an  auto¬ 
mobile  truck,  bus,  or  truck  or  bus  trailer  or  semitrailer,  shall, 
for  the  purposes  of  this  subsection,  be  considered  to  be  a 
sale  of  the  chassis  and  of  the  body. 

“(b)  Other  automobile  chassis  and  bodies,  chassis  and 
bodies  for  trailers  or  semitrailers  suitable  for  use  in  connec¬ 
tion  with  passenger  automobiles,  and  motorcycles  (includ¬ 
ing  in  each  case  parts  or  accessories  therefor  sold  on  or  in 
connection  therewith  or  with  the  sale  thereof),  except 
tractors,  7  per  centum.  A  sale  of  an  automobile,  trailer, 
or  semitrailer  shall,  for  the  purposes  of  this  subsection,  be 
considered  to  be  a  sale  of  the  chassis  and  of  the  body.” 

(b)  Increase  in  Kate  on  Parts  and  Exclusion 
of  Kadios  Erom  Automobile  Tax. — The  first  sentence 
of  section  3403  (c)  of  the  Internal  Kevenue  Code  is  amended 
to  read  as  follows:  “Parts  or  accessories  (other  than  tires 
and  inner  tubes  and  other  than  radios)  for  any  of  the 
articles  enumerated  in  subsection  (a)  or  (b) ,  5  per  centum.” 

(c)  Credits  on  Account  of  Tire  and  Tube  Tax. — 
Section  3403  ( e )  of  the  Internal  Kevenue  Code  is  amended 
to  read  as  follows : 

“(e)  If  tires  or  inner  tubes  on  which  tax  has  been 
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imposed  under  tills  chapter  are  sold  on  or  in  connection 
with,  or  with  the  sale  of,  a  chassis,  body,  or  motor  cycle, 
there  shall  (under  regulations  prescribed  by  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary)  be  credited 
against  the  tax  under  this  section  an  amount  equal  to,  in  the 
case  of  an  article  taxable  under  subsection  (a) ,  5  per  centum, 
and  in  the  case  of  an  article  taxable  under  subsection  (b), 
7  per  centum — 

“(1)  of  the  purchase  price  (less,  in  the  case  of 
tires,  the  part  of  such  price  attributable  to  the  metal  rim 
or  rim  base)  if  such  tires  or  inner  tubes  were  taxable 
under  section  3400  (relating  to  tax  on  tires  and  inner 
tubes)  ;  or 

“  (2)  if  such  tires  or  inner  tubes  were  taxable  under 
section  3444  (relating  to  use  by  manufacturer,  producer, 
or  importer)  then  of  the  price  (less,  in  the  case  of  tires, 
the  part  of  such  price  attributable  to  the  metal  rim  or  rim 
base)  at  winch  such  or  similar  tires  or  inner  tubes  are 
sold,  in  the  ordinary  course  of  trade,  by  manufacturers, 
producers,  or  importers  thereof,  as  determined  by  the 
Commissioner.  In  lieu  of  the  rates  of  credit  of  5  per 
centum  and  7  per  centum  above  provided,  the  rates, 
respectively,  for  the  following  periods,  shall  be  as  follows : 

“  (A)  With  respect  to  the  period  after  June  30, 

1940,  and  before  the  effective  date  of  the  increase  in 
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tax  on  automobiles  made  by  the  Revenue  Act  of 
1941,  2^-  per  centiun  and  3^  per  centum;  and 

“  (B)  With  respect  to  the  period  before  July  1, 
1940,  2  per  centum  and  3  per  centum.” 

( d )  Credits  ox  Termination  of  Tax. — Section  3403 
(f)  of  the  Internal  Revenue  Code  (relating  to  credits  and 
refunds  on  termination  of  automobile  tax)  is  repealed. 

SEC.  545.  RADIOS,  PHONOGRAPHS,  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

Section  3404  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3404.  TAX  ON  RADIO  RECEIVING  SETS,  PHONO¬ 
GRAPHS,  PHONOGRAPH  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

“There  shall  be  imposed  upon  the  following  articles  (in¬ 
cluding  in  each  case,  except  in  the  case  of  musical  instru¬ 
ments,  parts  or  accessories  therefor  sold  on  or  in  connection 
with  the  sale  thereof)  sold  by  the  manufacturer,  producer,  or 
importer  a  tax  equivalent  to  10  per  centum  of  the  price  for 
which  sold: 

“(a)  Radio  receiving  sets,  automobile  radio  receiv¬ 
ing  sets,  combination  radio  and  phonograph  sets,  and 
phonographs. 

“(b)  Chassis,  cabinets,  tubes,  reproducing  units, 
power  packs,  antennae  of  the  'built-in’  type,  and  phono- 
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1  graph  mechanisms,  which'  are  suitable  for  use  on  or  in 

2  connection  with,  or  as  component  parts  of,  any  of  the 

3  articles  enumerated  in  subsection  (a) ,  whether  or  not 

4  primarily  adapted  for  such  use. 

5  “(c)  Phonograph  records. 

6  “(d)  Musical  instruments/ ’ 

7  SEC.  546.  MECHANICAL  REFRIGERATORS. 

8  Section  3405  of  the  Internal  Revenue  Code  is  amended 

9  to  read  as  follows : 

10  "SEC.  3405.  TAX  ON  REFRIGERATORS,  REFRIGERATING  AP- 

11  PARATUS,  AND  AIR-CONDITIONERS. 

12  “There  shall  be  imposed  on  the  following  articles  (in- 

13  eluding  in  each  case  parts  or  accessories  therefor  sold  on 

14  or  in  connection  with  the  sale  thereof)  sold  by  the  manu- 

15  facturer,  producer,  or  importer  a  tax  equivalent  to  10  per 

16  centum  of  the  price  for  which  so  sold : 

17  “  (a)  Refrigerators,  etc. — Refrigerators,  bever- 

18  age  coolers,  ice  cream  cabinets,  water  coolers,  food  and 

19  beverage  display  cases,  food  and  beverage  storage  cabi- 

20  nets,  ice  making  machines,  and  milk  cooler  cabinets, 

21  each  such  article  having,  or  being  primarily  designed 

22  for  use  with,  a  mechanical  refrigerating  unit  operated 

23  by  electricity,  gas,  kerosene,  or  gasoline. 

24  “(b)  Refrigerating  apparatus. — Compressors, 

25  condensers,  evaporators,  expansion  units,  absorbers,  and 
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controls,  for,  or  suitable  for  use  as  part  of,  or  with,  a 
refrigerating  plant,  refrigerating  system,  refrigerating 
equipment  or  unit,  or  any  of  the  articles  enumerated  in 
subsection  (a) . 

“(c)  Aie-conditionees. — Self-contained  air-condi¬ 
tioning  units. 

“(d)  Components. — Cabinets,  compressors,  con¬ 
densers,  fans,  blowers,  heating  coils,  cooling  coils,  filters, 
humidifiers,  and  controls,  for,  or  suitable  for  use  as  part 
of,  or  with,  any  of  the  articles  enumerated  in  subsection 

(c).” 

SEC.  547.  MATCHES. 

Section  3409  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3409.  TAX  ON  MATCHES. 

“(a)  Manufactueees’  Tax.— There  shall  be  imposed 
upon  matches  sold  by  the  manufacturer,  producer,  or  im¬ 
porter,  a  tax  of  2  cents  per  1,000  matches,  except  that  in  the 
case  of  fancy  wooden  matches  and  wooden  matches  having 
a  stained,  dyed,  or  colored  stick  or  stem,  packed  in  boxes 
or  in  bulk,  the  tax  shall  be  5|-  cents  per  1,000  matches. 

“(b)  Flooe  Stocks  Tax.— On  matches  subject  to  tax 
under  subsection  (a)  which,  on  the  effective  date  of  Part 
IV  of  Title  V  of  the  Revenue  Act  of  1941,  are  held  and 
intended  for  sale,  or  for  disposition  in  connection  with  the 


54 


1  sale  of  other  articles,  there  shall  be  levied,  assessed,  collected, 

2  and  paid  a  floor  stocks  tax  at  the  rate  of  2  cents  per  thousand 

3  matches.  The  tax  shall  not  apply  to  matches  in  retail  stocks 

4  held  at  the  place  where  intended  to  be  sold  or  disposed  of. 

5  The  tax  shall  not  apply  to  matches  held  for  sale  by  the 

6  manufacturer,  producer,  or  importer  thereof,  nor  to  fancy 

7  wooden  matches  or  wooden  matches  having  a  stained,  dyed, 

8  or  colored  stick  or  stem.” 

9  SEC.  548.  TELEPHONE,  TELEGRAPH,  ETC. 

10  Sections  3465  and  3466  of  the  Internal  Revenue  Code 

11  are  amended  to  read  as  follows : 

12  “SEC.  3465.  IMPOSITION  AND  RATE  OF  TAX. 

13  “(a)  There  shall  be  imposed: 

14  “  ( 1 )  In  the  case  of  each  telegraph,  telephone,  cable 

15  or  radio  dispatch,  message,  or  conversation  which  origi- 

16  nates  within  the  United  States  for  which  the  charge 

17  is  more  than  24  cents,  a  tax  of  5  cents  for  each  50  cents, 

18  or  fraction  thereof,  of  the  charge.  Only  one  payment 

19  of  such  tax  shall  be  required  notwithstanding  the  lines 

20  or  stations  of  one  or  more  persons  are  used  for  the 

21  transmission  of  such  dispatch,  message,  or  conversation; 

22  and 

23  “(2)  A  tax  equivalent  to  5  per  centum  of  the 

24  amount  paid  for  any  of  the  following  services: 

25  “(A)  Leased  wire  or  talking  circuit  special 
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service;  or 
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“(B)  tWire  and  equipment  services  \ (including 
teletypewriter  service,  burglar  alarm  service,  news 
ticker  services,  stock  quotation  and  information 
services,  and  all  other  similar  services) . 

The  tax  shall  apply  under  this  paragraph  whether  or  not 
the  wires  or  services  are  within  a  local  exchange  area. 

“  ( 3 )  A  tax  equivalent  to  5  per  centum  of  the 
amount  paid  by  subscribers  for  local  telephone  service 
and  for  any  other  telephone  sendee  in  respect  of  which 
a  tax  is  not  payable  under  paragraph  ( 1 )  or  ( 2 ) . 
Amounts  paid  for  the  installation  of  instruments,  wires, 
poles,  switchboards,  apparatus,  and  equipment  shall  not 
be  considered  amounts  paid  for  service.  Service  paid  for 
by  inserting  coins  in  coin-operated  telephones  shall  not 
be  subject  to  the  tax  imposed  by  this  paragraph. 

“(b)  This  section  shall  not  apply  to  the  amount  paid 
for  so  much  of  the  service  described  in  paragraph  (2)  of 
subsection  (a)  as  is  utilized  in  the  conduct,  by  a  common 
carrier  or  telephone  or  telegraph  company  or  a  radio  broad¬ 
casting  station  or  network,  of  its  business  as  such. 

“SEC.  3466.  EXEMPTION  FROM  TAX. 

“  (a)  No  tax  shall  be  imposed  under  section  3465  upon 
any  payment  received  for  services  or  facilities  furnished  to  the 
United  States  or  to  any  State  or  Territory,  or  political  sub¬ 
division  thereof,  or  the  District  of  Columbia. 
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“(b)  No  tax  shall  be  imposed  under  section  3465  (a) 
(i)  and  (2)  upon  any  payment  received  from  airy  person 
for  services  or  facilities  utilized  in  the  collection  of  news  for 
the  public  press  or  radio  broadcasting,  or  in  the  dissemination 
of  news  through  the  public  press  or  by  means  of  radio  broad¬ 
casting,  if  the  charge  for  such  services  or  facilities  is  billed  in 
writing  to  such  person.  Section  3465  (a)  (3)  shall  not  be 
construed  as  imposing  a  tax  on  services  and  facilities  described 
in  section  3465  (a)  (1)  or  (2)  which  are  exempt  from 

tax  under  this  subsection. 

“(c)  The  right  to  exemption  under  this  section  shall  be 
evidenced  in  such  manner  as  the  Commissioner  with  the 
approval  of  the  Secretary  may  by  regulation  prescribe.” 
SEC.  549.  INSTALLMENT,  ETC.,  PAYMENTS. 

Section  3441  (c)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“(c)  (1)  In  the  case  of  (A)  a  lease,  (B)  a  contract 
for  the  sale  of  an  article  wherein  it  is  provided  that  the  price 
shall  be  paid  by  installments  and  title  to  the  article  sold  does 
not  pass  until  a  future  date  notwithstanding  partial  payment 
by  installments,  or  (C)  a  conditional  sale,  there  shall  be  paid 
upon  each  payment  with  respect  to  the  article  that  portion  of 
the  total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment. 

“(2)  In  the  application  of  paragraph  (1)  to  the  articles 
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with  respect  to  which  the  rate  of  tax  is  increased  by  the  Reve- 
nue  Act  of  1941  or  by  the  Revenue  Act  of  1940,  wdiere  the 
lease,  contract  of  sale,  or  conditional  sale,  and  delivery 
thereunder — 

“(A)  was  made  before  July  1,  1940,  the  total  tax 
referred  to  in  paragraph  ( 1 )  shall  be  the  tax  at  the  rate 
in  force  on  June  30,  1940,  and  not  at  any  greater  rate ;  or 
“  (B)  was  made  after  June  30,  1940,  and  before 
July  1,  1941,  the  total  tax  referred  to  in  paragraph  (1) 
shall  be  the  tax  at  the  rate  in  force  on  June  30,  1941,  and 
not  at  any  greater  rate. 

“(3)  Despite  the  provisions  of  paragraph  (1),  no  tax 
shall  be  imposed  with  respect  to  any  article  not  taxable  under 
the  law  in  existence  on  the  day  before  the  date  of  the  enact¬ 
ment  of  the  Revenue  Act  of  1941,  if  with  respect  to  such 
article  the  lease,  contract  for  sale,  or  conditional  sale,  and 
delivery  thereunder,  was  made  before  July  1,  1941.” 

SEC.  550.  EFFECTIVE  DATE  OF  PART  IV. 

(a)  The  amendments  made  by  this  Part  shall  be  ap¬ 
plicable  only  with  respect  to  the  period  beginning  with  the 
effective  date  of  this  Part,  and  the  rates  specified  in  section 
1G50  (a),  section  1807  (b),  section  2004,  section  2800 
(g),  and  section  3190  of  the  Internal  Revenue  Code  shall 
not  apply  with  respect  to  such  period.  This  Part  shall 
take  effect  on  the  first  day  of  the  first  month  which  begins 
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more  than  10  days  after  the  date  of  the  enactment  of  this 
Act. 

(b)  Despite  the  provisions  of  subsection  (a),  the  tax 
imposed  by  section  1700  (e)  of  the  Internal  Revenue  Code, 
as  amended  by  section  542  of  this  Act  (relating  to  cabaret, 
etc.,  tax) ,  shall  be  applicable  only  with  respect  to  the  period 
beginning  at  10:00  A.  M.  on  the  effective  date  of  this  Part, 
and  the  tax  imposed  by  such  subsection  as  in  force  prior  to 
its  amendment  by  section  542  of  this  Act,  as  modified  by 
section  1650  (a)  of  the  Internal  Revenue  Code,  shall  be 
applicable  with  respect  to  the  period  before  10:00  A.  M. 
on  such  date. 

(c)  Despite  the  provisions  of  subsection  (a) ,  the  amend¬ 
ment  of  section  3465  (a)  (2)  made  by  section  548  of  this 
Act  (relating  to  tax  on  leased- wire,  etc.,  services)  shall  be 
applicable  only  to  amounts  paid  on  or  after  such  effective 
date  for  services  rendered,  on  or  after  the  effective  date  of 
this  Part,  and  the  provisions  of  such  subsection  before  its 
amendment  by  section  548  shall  be  applicable  with  respect 
to  the  period  before  such  effective  date. 

(d)  Despite  the  provisions  of  subsection  (a) ,  section 
8465  (a)  (3)  of  the  Internal  Revenue  Code  (relating  to 
tax  on  telephone  bills) ,  added  to  the  Internal  Revenue  Code 
by  section  548  of  this  Act,  shall  appfy  only  to  the  amounts 
paid  in  pursuance  of  bills  rendered,  after  the  expiration  of 
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five  days  after  the  effective  date  of  this  Part,  for  services 
for  which  no  previous  bill  was  rendered.  Such  section  3465 
(a)  (3)  shall  not  apply  to  amounts  paid  for  services 

otherwise  taxable  under  section  3465  (a)  (1)  which  were 
rendered  before  such  effective  dates;  nor  to  amounts  paid 
for  services  otherwise  taxable  under  section  3465  (a)  (2) 
which  were  rendered  or  paid  for  before  such  effective  date. 

Part  V — New  Excise  Taxes 
SEC.  551.  SOFT  DRINKS. 

Subchapter  A  of  chapter  29  of  the  Internal  Revenue 
Code  is  amended  by  inserting  after  section  3401  the  follow¬ 
ing  new  section : 

“SEC.  3402.  TAX  ON  SOFT  DRINKS. 

“  (a)  Definitions. — As  used  in  this  section — 

“  ( 1 )  The  term  ‘soft  drinks’  means  carbonated  bever¬ 
ages  of  the  kind  commonly  known  as  soft  drinks,  carbo¬ 
nated  liquids  of  the  kind  commonly  known  or  commonly 
used  as  mixers,  sparkling  waters,  and  carbonated  natural 
or  artificial  mineral  waters  if  such  mineral  waters  contain 
not  more  than  60  grains  of  minerals  (dried  at  the  tem¬ 
perature  of  boiling  water)  per  U.  S.  gallon.  As  used 
in  this  paragraph  the  term  ‘carbonated’  includes  both 
natural  and  artificial  carbonation. 

“(2)  The  term  ‘bottler’  means  any  person  who 
places  soft  drinks  in  bottles. 
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“  (3)  The  term  ‘bottle’  means  any  bottle,  can,  keg,  or 
similar  closed  container. 

“(b)  Bottled  Soft  Drinks.— 

“(1)  Imposition  of  tax— There  shall  he  im¬ 
posed  on  soft  drinks  in  bottles  sold  by  the  bottler  or  im¬ 
porter,  a  tax  at  the  following  rates : 

“(A)'  If  the  bottle  contains  not  more  than  33 
fluid  ounces : 

“If  bottled  or  imported  to  retail  at  not  more 
than  10  cents  per  bottle,  •§-  cent  per  bottle. 

“If  bottled  or  imported  to  retail  at  more 
than  10  cents  and  not  more  than  20  cents  per 
bottle,  -J-  cent  per  bottle. 

“If  bottled  or  imported  to  retail  at  more 
than  20  cents  per  bottle,  cent  per  bottle. 
“(B)  If  the  bottle  contains  more  than  33  fluid 
oimces,  6  per  centum  of  the  price  for  which  so  sold. 
“(2)  Retail  prices. — Whenever  in  paragraph 
( 1 )  reference  is  made  to  soft  drinks  bottled  or  imported 
to  retail  at  not  more  than  a  certain  price  per  bottle,  then 
in  determining  the  tax  to  be  paid  regard  shall  be  had  to 
the  ordinary  retail  price  of  a  single  bottle  in  its  prin¬ 
cipal  market. 

“(c)  Finished  or  Fountain  Syrups  — 

“  ( 1 )  Imposition  of  tax.— There  shall  be  im- 
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posed  upon  finished  or  fountain  syrups,  of  the  kind  used 
in  manufacturing,  compounding,  or  mixing  soft  drinks, 
sold  or  used  by  the  manufacturer,  producer,  or  importer, 
a  tax  of  6  cents  per  gallon. 

“(2)  Exempt  sales. — Xo  tax  shall  he  imposed 
under  this  subsection  with  respect  to  the  sale  of  such 
syrups  where  it  is  established  to  the  satisfaction  of  the 
Commissioner  that  such  syrups  are  sold  (A)  to  a  bottler 
for  use  in  the  preparation  of  bottled  soft  drinks,  or  (B)  to 
a  person,  who  does  not  engage  in  the  preparation  of  soft 
drinks,  for  consumption  by  him  in  some  use  other  than 
the  preparation  of  soft  drinks. 

“(3)  Exempt  uses. — Xo  tax  shall  be  imposed 
under  this  subsection  with  respect  to — 

“  (A)  The  use  of  such  syrups  by  the  manu¬ 
facturer,  producer,  or  importer  in  the  preparation  of 
bottled  soft  drinks;  or 

“(B)  The  consumption  of  such  syrups  by  the 
manufacturer,  producer,  or  importer,  who  is  not 
engaged  in  the  preparation  of  soft  drinks,  in  some 
use  other  than  the  preparation  of  soft  drinks. 

“(d)  Caeboxic  Acid  Gas.— 

“  ( 1 ) i  Imposition  of  tax. — There  shall  be  im¬ 
posed  upon  carbonic  acid  gas  in  gaseous,  liquid,  or  solid 
form,  suitable  for  use  in  the  preparation  of  soft  drinks, 
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sold  by  the  manufacturer,  producer,  or  importer,  or  by 
a  dealer  in  such  gas,  to  any  person  who  sells  soft  drinks 
otherwise  than  in  bottles,  a  tax  of  4  cents  per  pound. 

“(2)  Exempt  sales. — No  tax  shall  be  imposed 
under  this  subsection  with  respect  to  the  sale  of  carbonic 
acid  gas  where  it  is  established  to  the  satisfaction  of  the 
Commissioner  that — 

“(A)  Such  gas  is  sold  for  use  by  the  vendee 
in  the  preparation  of  bottled  soft  drinks,  or  for  con¬ 
sumption  by  him  in  some  use  other  than  the  prepa¬ 
ration  of  soft  drinks ;  or 

“(B)  Such  gas  is  sold  for  resale  by  the  vendee 
in  the  course  of  his  regular  business  as  a  dealer 
in  carbonic  acid  gas,  if  such  gas  is  in  due  course  so 
resold. 

“(e)  Inapplicability  of  Provisions. — The  provi¬ 
sions  of  section  3442  (1)  and  (2) ,  section  3443  (a)  (1), 
and  section  3444,  shall  not  be  applicable  to  the  taxes  imposed 
by  this  section. 

“(f)  Effective  Date. — This  section  shall  take  effect 
on  the  effective  date  of  Part  V  of  Title  V  of  the  Bevenue 
Act  of  1941.” 

SEC.  552.  NEW  MANUFACTURERS’  EXCISE  TAXES. 

Subchapter  A  of  Chapter  29  of  the  Internal  Bevenue 
Code  is  amended  by  inserting  after  section  3405  the  follow¬ 
ing  new  section: 
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“SEC.  3406.  EXCISE  TAXES  IMPOSED  BY  THE  REVENUE 
ACT  OF  1041. 

“  (a)  Imposition. — There  shall  be  imposed  on  the 
following  articles,  sold  by  the  manufacturer,  producer,  or 
importer,  a  tax  equivalent  to  the  rate,  on  the  price  for  which 
sold,  set  forth  in  the  following  paragraphs  (including  in  each 
case  parts  or  accessories  of  such  articles  sold  on  or  in  con¬ 
nection  therewith,  or  with  the  sale  thereof)  : 

“  ( 1 )  Spouting  goods. — Badminton  nets ;  badmin¬ 
ton  rackets  (measuring  22  inches  over-all  or  more  in 
length)  ;  badminton  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  badminton  racket 
string;  badminton  shuttlecocks,  badminton  standards; 
baseballs;  baseball  bats  (measuring  26  inches  or  more  in 
length)  ;  baseball  body  protectors  and  shin  guards;  base¬ 
ball  gloves  and  mitts ;  baseball  masks ;  basketballs ;  billiard 
and  pool  tables  (measuring  45  inches  over-all  or  more  in 
length)  ;  billiard  and  pool  balls  and  cues  for  such  tables; 
bowling  balls  and  pins;  boxing  gloves,  masks,  head 
guards,  and  ear  guards;  clay  pigeons;  cricket  balls; 
cricket  bats;  croquet  balls  and  mallets;  curling  stones; 
deck  tennis  rings,  nets,  and  posts;  fencing  equipment; 
fishing  rods,  creels,  reels,  and  artificial  lures,  baits,  and 
flies;  footballs;  football  harness;  football  helmets;  golf 
bags  (measuring  26  inches  or  more  in  length)  ;  golf 
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balls;  golf  clubs  (measuring  30  indies  or  more  in 
length)  ;  gymnasium  equipment  and  apparatus;  hockey 
balls;  hockey  pucks;  hockey  sticks  (measuring  30  inches 
or  more  in  length)  ;  indoor  baseballs;  indoor  baseball  bats 
(measuring  26  inches  or  more  in  length)  ;  indoor  baseball 
gloves  and  mitts;  lacrosse  balls;  lacrosse  sticks;  mass 
balls;  polo  balls;  polo  mallets;  push  balls;  skates;  skis; 
ski  poles ;  snow  shoes ;  snow  toboggans  and  sleds ;  soccer 
balls;  softball  balls;  softball  bats  (measuring  26  inches 
or  more  in  length)  ;  softball  gloves  and  mitts;  squash 
balls;  squash  rackets  (measuring  22  inches  over-all  or 
more  in  length)  ;  squash  racket  frames  (measuring  22 
inches  over-all  or  more  in  length )  ;  squash  racket  string ; 
tennis  balls;  table  tennis  tables,  balls,  nets,  and  paddles; 
tennis  nets;  tennis  rackets  (measuring  22  inches  over-all 
or  more  in  length)  ;  tennis  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  tennis  racket  string; 
track  hurdles;  traps  for  throwing  clay  pigeons;  vaulting 
poles,  cross  bars,  and  standards;  volley  balls,  nets,  and 
standards ;  water  polo  balls  and  goals ;  and  wrestling  head 
harness;  10  per  centum. 

“(2)  Luggage. — Trunks,  valises,  traveling  bags, 
suitcases,  hat  boxes  for  use  by  travelers,  fitted  toilet 
cases  (not  including  contents),  and  other  traveler’s 
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luggage,  and  leather  and  imitation  leather  brief  cases,  10 
per  centum. 

“(3)'  Electeic  appliances.— Electric  direct 
motor-driven  fans  and  air  circulators;  electric  storage 
water  heaters;  electric  flat  irons;  electric  air  heaters  (not 
including  furnaces)1;  electric  immersion  heaters;  electric 
heating  pads  and  blankets:  electric  appliances  of  the 
t}Tpe  used  for  cooking,  wanning,  or  keeping  warm  food 
or  beverages  for  consumption  on  the  premises;  electric 
mixers,  whippers,  and  juicers;  and  household  type  elec¬ 
tric  vacuum  cleaners;  10  per  centum. 

“(4)  PnoTOGEAPinc  apparatus. — Cameras  and 
lenses;  unexposed  photographic  films  (including  motion 
picture  films  but  not  including  X-Ray  film ) ,  photo¬ 
graphic  plates  and  sensitized  paper;  photographic  ap¬ 
paratus  and  equipment ;  and  any  apparatus  or  equipment 
designed  especially  for  use  in  the  taking  of  photographs 
or  motion  pictures  or  in  the  developing,  printing,  or 
enlarging  of  photographs  or  motion  picture  films;  10 
per  centum. 

“(5)  Electeic  signs.— Neon-tube  signs,  electric 
signs,  and  electric  advertising  devices,  10  per  centum. 

“(6)  Business  and  stoee  machines. — Adding 
machines,  addressing  machines,  autographic  registers, 
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bank  proof  machines,  billing  machines,  bookkeeping 
machines,  calculating  machines,  card  punching  machines, 
cash  registers,  change  making  machines,  check  writing 
machines,  check  signing  machines,  check  cancelling 
machines,  check  perforating  machines,  check  cutting 
machines,  check  dating  machines,  other  check  protector 
machine  devices,  comptometers,  computing  machines, 
coin  counters,  dictographs,  dictaphones,  dictaphone  rec¬ 
ord  shaving  machines,  dictating  machines,  duplicating 
machines,  embossing  machines,  envelope  opening  ma¬ 
chines,  erasing  machines,  folding  machines,  fanfold  ma¬ 
chines,  fare  registers,  fare  boxes,  listing  machines, 
line-a-time  and  similar  machines,  mailing  machines, 
multigraph  machines,  multigraph  typesetting  machines, 
multigraph  type  justifying  machines,  numbering  ma¬ 
chines,  portable  paper  fastening  machines,  pay  roll 
machines,  pencil  sharpeners,  postal  permit  mailing  ma¬ 
chines,  punch  card  machines,  sorting  machines,  stencil 
cutting  machines,  shorthand  writing  machines,  sealing 
machines,  tabulating  machines,  ticket  counting  machines, 
ticket  issuing  machines,  typewriters,  transcribing  ma¬ 
chines,  time  recording  devices,  and  combinations  of  any 
of  the  foregoing,  10  per  centum. 

“  (7)  Rubber  articles— Articles  of  which  rubber 
is  the  component  material  of  chief  weight,  10  per  centum. 
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The  tax  imposed  under  this  paragraph  shall  not  be 
applicable  to  footwear,  articles  designed  especially  for 
hospital  or  surgical  use,  or  articles  taxable  under  any 
other  provision  of  this  Chapter. 

“(8)  Washing  machines. — Washing  machines 
of  the  kind  used  in  commercial  laundries,  10  per  centum. 
No  tax  sball  be  imposed  under  this  paragraph  on  washing 
machines  of  the  household  type. 

“  (9)  Optical  equipment. — Refractometers ;  spec¬ 
trometers  ;  spectroscopes ;  colorimeters ;  polariscopes ; 
optical  measuring  instruments;  telescopic  sights;  projec¬ 
tion  lenses  and  prisms;  optical  machinery;  microscopes; 
telescopes;  photo-micro  and  micro-projection  apparatus; 
fire  control  optical  instruments;  and  searchlight  mirrors 
and  reflectors ;  10  per  centum. 

“(b)  Exemption  if  Article  Taxable  as  Jew¬ 
elry. — No  tax  shall  be  imposed  under  this  section  on  any 
article  taxable  under  section  2400  (relating  to  jewelry  tax) . 

“(c)  Effective  Date. — This  section  shall  take  effect 
on  the  effective  date  of  Part  V  of  Title  V  of  the  Revenue 
Act  of  1941.” 

SEC.  553.  NEW  RETAILERS’  EXCISE  TAXES. 

(a)  Imposition  of  Tax— The  Internal  Revenue  Code 
is  amended  by  adding  after  Chapter  18  the  following  new 
chapter : 
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“CHAPTER  19— RETAILERS’  EXCISE  TAXES 

“SEC.  2400.  TAX  ON  JEWELRY,  ETC. 

“There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the  price 
for  which  so  sold:  All  articles  commonly  or  commercially 
known  as  jewelry,  whether  real  or  imitation;  pearls,  precious 
and  semi-precious  stones,  and  imitations  thereof;  articles  made 
of,  or  ornamented,  mounted  or  fitted  with,  precious  metals 
or  imitations  thereof;  watches  and  clocks  and  cases  and 
movements  therefor;  gold,  gold-plated,  silver,  silver-plated  or 
sterling  flatware  or  hollow  ware;  opera  glasses;  lorgnettes; 
marine  glasses;  field  glasses;  and  binoculars.  The  tax  im¬ 
posed  by  this  section  shall  not  apply  to  any  article  used  for 
religious  purposes,  to  surgical  instruments,  or  to  frames  or 
mountings  for  spectacles  or  eyeglasses. 

“SEC.  2401.  TAX  ON  FURS. 

“There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the 
price  for  which  so  sold:  Articles  made  of  fur  on  the  hide 
or  pelt,  and  articles  of  which  such  fur  is  the  component  ma¬ 
terial  of  chief  value. 

“SEC.  2402.  TAX  ON  TOILET  PREPARATIONS. 

“  (a)  Tax. — There  is  hereby  imposed  upon  the  follow¬ 
ing  articles  sold  at  retail  a  tax  equivalent  to  10  per  centum 
of  the  price  for  which  so  sold:  Perfumes,  essences,  extracts, 
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toilet  waters,  cosmetics,  petroleum  jellies,  hair  oils,  pomades, 
hair  dressings,  hair  restoratives,  hair  dyes,  aromatic  cachous, 
toilet  powders,  and  any  similar  substance,  article,  or  prepara¬ 
tion,  by  whatsoever  name  known  or  distinguished;  any  of 
the  above  which  are  used  or  applied  or  intended  to  be  used 
or  applied  for  toilet  purposes. 

“(b)  Beauty  Parlors,  Etc. — For  the  purposes  of 
subsection  (a),  if  any  person  operating  a  barber  shop, 
beauty  parlor,  or  similar  establishment,  uses  any  article 
described  in  subsection  (a)  in  the  treatment  of  any  cus¬ 
tomer  or  patron,  the  total  amount  so  used  during  any  month 
shall  be  considered  as  sold  at  retail  by  such  person  during 
such  month,  and  the  fair  retail  price  of  such  amount,  as 
determined  by  the  Commissioner,  shall  be  considered  to  be 
the  price  at  which  so  sold. 

“SEC.  2403.  RETURN  AND  PAYMENT  OF  RETAILERS’  EX¬ 
CISE  TAXES. 

“  (a)  Every  person  who  sells  at  retail  any  article  tax¬ 
able  under  this  chapter  shall  make  monthly  returns  under 
oath  in  duplicate  and  pay  the  taxes  imposed  by  this  chapter 
to  the  collector  for  the  district  in  which  is  located  his  principal 
place  of  business  or,  if  he  has  no  principal  place  of  business 
in  the  United  States,  then  to  the  collector  at  Baltimore,  Mary¬ 
land.  Such  returns  shall  contain  such  information  and  be 
made  at  such  times  and  in  such  manner  as  the  Commissioner, 
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with  the  approval  of  the  Secretary,  may  by  regulations  pre¬ 
scribe. 

“.(b),  The  tax  shall,  without  assessment  by  the  Commis¬ 
sioner  or  notice  from  the  collector,  be  due  and  payable  to  the 
collector  at  the  time  so  fixed  for  filing  the  return.  If  the 
tax  is  not  paid  when  due,  there  shall  be  added  as  part  of 
the  tax  interest  at  the  rate  of  6  per  centum  per  annum  from 
the  time  when  the  tax  became  due  until  paid. 

“SEC.  2404.  DEFINITION  OF  SALE. 

“For  the  purposes  of  this  chapter,  the  lease  of  an  article 
shall  be  considered  the  sale  of  such  article. 

“SEC.  2405.  LEASES,  CONDITIONAL  SALES,  ETC. 

“In  the  case  of  (a)  a  lease,  (b)  a  contract  for  the  sale 
of  an  article  wherein  it  is  provided  that  the  price  shall  he 
paid  by  installments  and  title  to  the  article  sold  does  not  pass 
until  a  future  date  notwithstanding  partial  payment  by  in¬ 
stallments,  or  (c)  a  conditional  sale,  there  shall  be  paid  upon 
each  payment  with  respect  to  the  article  that  portion  of  the 
total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment.  No  tax 
shall  be  imposed  under  this  chapter  on  the  sale  of  any  article 
taxable  under  section  2400  or  section  2401  if  with  respect 
to  such  article  the  lease,  contract  for  sale,  or  conditional  sale 
was  made,  delivery  thereunder  was  made,  and  a  part  of  the 
consideration  was  paid,  before  July  1,  1941. 
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“SEC.  2406.  TAX-FREE  SALES. 

“Under  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  no  tax  under  this  chapter 
shall  be  imposed  with  respect  to  the  sale  of  any  article — 
“  (a)  for  the  exclusive  use  of  the  United  States,  any 
State,  Territory  of  the  United  States,  or  any  political 
subdivision  of  the  foregoing,  or  the  District  of  Columbia ; 

“(b)  for  export,  or  for  shipment  to  a  possession  of 
the  United  States,  and  in  due  course  so  exported  or 
shipped. 

“SEC.  2407.  CREDITS  AND  REFUNDS. 

“(a)  A  credit  against  tax  under  this  chapter,  or  a  re¬ 
fund,  may  be  allowed  with  respect  to  an  article,  when  the 
price  on  which  the  tax  was  based  is  readjusted  by  reason  of 
return  or  repossession  of  the  article,  or  by  a  bona  fide  dis¬ 
count,  rebate,  or  allowance,  in  the  amount  of  that  part  of 
the  tax  proportionate  to  the  part  of  the  price  which  is  re¬ 
funded  or  credited. 

“(b)  No  overpayment  of  tax  under  this  chapter  shall  be 
credited  or  refunded,  in  pursuance  of  a  court  decision  or  other¬ 
wise,  unless  the  person  who  paid  the  tax  establishes,  in  ac¬ 
cordance  with  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  ( 1 )  that  he  has  not  in¬ 
cluded  the  tax  in  the  price  of  the  article  with  respect  to  which 
it  was  imposed,  or  collected  the  amount  of  tax  from  the  pur- 
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chaser,  or  (2)  that  lie  has  repaid  the  amount  of  the  tax  to  the 
purchaser  of  the  article,  or  unless  he  files  with  the  Commis¬ 
sioner  written  consent  of  such  purchaser  to  the  allowance  of 
the  credit  or  refund. 

“SEC.  2408.  APPLICABILITY  OF  ADMINISTRATIVE  PROVI¬ 
SIONS. 

“All  provisions  of  law  (including  penalties)  applicable 
in  respect  of  the  taxes  imposed  by  section  2700  shall,  insofar 
as  applicable  and  not  inconsistent  with  this  chapter,  be  ap¬ 
plicable  in  respect  of  the  taxes  imposed  by  this  chapter. 
“SEC.  2409.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  prescribe  and  publish  all  needful  rules  and  regulations 
for  the  enforcement  of  this  chapter. 

“SEC.  2410.  EFFECTIVE  DATE. 

“This  chapter  shall  be  effective  on  and  after  the  effective 
date  of  Part  V  of  Title  V,  of  the  Revenue  Act  of  1941/’ 
(b)  Termination  of  Manufacturers’  Tax  on 
Toilet  Preparations. — The  tax  imposed  by  section  3401 
of  the  Internal  Revenue  Code  shall  not  apply  to  articles 
sold  on  or  after  the  effective  date  of  this  Part. 

SEC.  554.  TRANSPORTATION  OF  PERSONS,  ETC. 

(a)  The  heading  of  Subchapter  C  is  amended  to  read  as 
follows :  “SUBCHAPTER  D— ADMINISTRATIVE  PRO¬ 


VISIONS”. 
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(b)  Chapter  30  of  the  Internal  Revenue  Code  is  amended 
by  inserting  after  section  3468  the  following  new  subchapter : 
“SUBCHAPTER  C— TRANSPORTATION  OF  PERSONS 
“SEC.  3469.  TAX  ON  TRANSPORTATION  OF  PERSONS,  ETC. 

“  (a)  Transportation. — There  shall  be  imposed  upon 
the  amount  paid  within  the  United  States,  on  or  after  the 
effective  date  of  Part  V  of  Title  V  of  the  Revenue  Act  of 
1941,  for  the  transportation,  on  or  after  such  effective  date, 
of  persons  by  rail,  motor  vehicle,  water,  or  air,  within  or 
without  the  United  States,  a  tax  equal  to  5  per  centum  of 
the  amount  so  paid.  Such  tax  shall  apply  to  transportation 
by  motor  vehicles  having  a  passenger  seating  capacity  of 
less  than  10  adult  passengers,  including  the  driver,  only  when 
such  vehicle  is  operated  on  an  established  line. 

“(b)  Exemption  of  Certain  Trips. — The  tax  im¬ 
posed  by  subsection  (a)  shall  not  apply  to  amounts  paid  for 
transportation  which  do  not  exceed  35  cents,  to  amounts 
paid  for  commutation  or  season  tickets  for  single  trips  of  less 
than  thirty  miles,  or  to  amounts  paid  for  commutation  tickets 
for  one  month  or  less. 

“(c)  Seats,  Berths,  Etc.— There  shall  be  imposed 
upon  the  amount  paid  within  the  United  States  for  seating 
or  sleeping  accommodations  in  connection  with  transporta¬ 
tion  with  respect  to  w'hich  a  tax  is  imposed  by  subsection 
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(a)  a  tax  equivalent  to  5  per  centum  of  the  amoimt  so 
paid. 

“  (d)  Returns  and  Payment. — The  taxes  imposed  by 
this  section  shall  be  paid  by  the  person  making  the  payment 
subject  to  the  tax.  Each  person  receiving  any  payment 
specified  in  subsection  (a)  or  (c)  shall  collect  the  amount 
of  the  tax  imposed  from  the  person  making  such  payment, 
and  shall,  on  or  before  the  last  day  of  each  month,  make  a 
return,  under  oath,  for  the  preceding  month,  and  pay  the  taxes 
so  collected  to  the  collector  in  the  district  in  which  his  prin¬ 
cipal  place  of  business  is  located,  or  if  he  has  no  principal 
place  of  business  in  the  United  States,  to  the  collector  at 
Baltimore,  Maryland.  Such  returns  shall  contain  such  in¬ 
formation  and  be  made  in  such  manner  as  the  Commissioner 
with  the  approval  of  the  Secretary  may  by  regulations 
prescribe. 

“(e)  Extensions  of  Time. — The  Commissioner  may 
extend  the  tune  for  making  returns  and  paying  the  taxes  col¬ 
lected,  under  such  rules  and  regulations  as  he  shall  prescribe 
with  the  approval  of  the  Secretary,  but  no  such  extension 
shall  be  for  more  than  ninety  days. 

“(f)  Governmental  Exemption. — The  tax  imposed 
by  this  section  shall  not  apply  to  the  payment  for  transporta¬ 
tion  or  facilities  furnished  to  the  United  States,  or  to  any 
State  or  Territory,  or  political  subdivision  thereof,  or  the 
District  of  Columbia.” 
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(c)  Stamp  Tax  ox  Passage  Tickets  Not  to 
Apply. — No  tax  shall  be  imposed  under  Chapter  11  of  the 
Internal  Revenue  Code  on  a  ticket  sold  or  issued  for  passage 
the  amount  paid  for  which  is  taxable  under  section  3469  of 
the  Internal  Revenue  Code. 

(d)  Technical  Amendments. — 

(1)  Section  55  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “subchapters  A  and  B 
of”. 

(2)  Section  3471  (a)  and  (c)  are  amended  by  in¬ 
serting  after  “subchapter  B”  wherever  occurring  therein 
“or  subchapter  C”. 

(3)  Section  3472  of  the  Internal  Revenue  Code  is 
amended  bv  striking  out  “of  subchapters  A  and  B”. 

SEC.  555.  COIN-OPERATED  AMUSEMENT  AND  GAMING  DE¬ 
VICES. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part : 

“Part  IX — Coin-Operated  Amusement  and  Gaming  Devices 
“SEC.  3267.  TAX  ON  COIN-OPERATED  AMUSEMENT  AND 
GAMING  DEVICES. 

“  (a)  Rate. — Every  person  who  maintains  for  use  or  per¬ 
mits  the  use  of,  on  any  place  or  premises  occupied  by  him,  a 
coin-operated  amusement  or  gaming  device  shall  pay  a  special 
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tax  of  $25  per  year  in  respect  of  such  device,  and  shall  pay  an 
additional  special  tax  of  $25  per  year  for  each  additional 
such  device  so  maintained  or  the  use  of  which  is  so  permitted. 
If  one  such  device  is  replaced  by  another,  such  other  device 
shall  not  be  considered  an  additional  device. 

“(b)  Definition. — As  used  in  this  Part,  the  term  ‘coin- 
operated  amusement  and  gaming  devices’  means  ( 1 )  so-called 
‘pin-ball’  and  other  similar  amusement  machines,  operated  by 
means  of  the  insertion  of  a  coin,  token,  or  similar  object, 
and  (2)  so-called  ‘slot’  machines  which  operate  by  means 
of  insertion  of  a  coin,  token,  or  similar  object  and  which,  by 
application  of  the  element  of  chance,  may  deliver,  or  entitle 
the  person  playing  or  operating  the  machine  to  receive,  cash, 
premiums,  merchandise,  or  tokens.  The  term  does  not  in¬ 
clude  bona  fide  vending  machines  in  which  are  not  incor¬ 
porated  gaming  or  amusement  features. 

“(c)  Applicability  of  Administrative  Provi¬ 
sions. — An  operator  of  a  place  or  premises  who  maintains  for 
use  or  permits  the  use  of  any  coin-operated  device  shall  he 
considered,  for  the  purposes  of  Subchapter  B,  to  be  engaged 
in  a  trade  or  business  in  respect  of  each  such  device. 

“(d)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part  V 
of  Title  V  of  the  Revenue  Act  of  1941.” 
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SEC.  556.  BOWLING  ALLEYS,  ETC. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part: 

"Part  X — Bowling  Alleys,  and  Billiard  and  Pool  Tables 
“SEC.  3268.  TAX  ON  BOWLING  ALLEYS,  AND  BILLIARD 
AND  POOL  TABLES. 

“(a)  Rate. — Every  person  who  operates  a  bowling 
alley,  billiard  room,  or  pool  room  shall  pay  a  special  tax  of 
$15  per  year  for  each  bowling  alley,  billiard  table,  or  pool 
table.  Every  building  or  place  where  bowls  arc  thrown  or 
where  games  of  billiards  or  pool  are  played,  except  in  private 
homes,  shall  be  regarded  as  a  bowling  alley,  billiard  room,  or 
pool  room,  respectively. 

“(b)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part 
V  of  Title  V  of  the  Revenue  Act  of  1941.” 

SEC.  557.  OUTDOOR  ADVERTISING. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  hy  adding  at  the  end  thereof  the  follow¬ 
ing  new  Part : 

“Part  XI — Outdoor  Advertising 
“SEC.  3269.  TAX  ON  OUTDOOR  ADVERTISING. 

“(a)  Tax. — Every  person  who  engages  in  business  as 
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a  lessor  of  billboards  for  outdoor  advertising  shall  pay  with 
respect  to  each  billboard  maintained  or  controlled  by  him 

o 

for  use  in  such  business  a  special  tax  at  the  following  rates: 

“Tax  Classification 

“For  each  billboard  having  an  advertising  space  area  of :  Per  Annum 

“(1)  Not  more  than  100  square  feet _ $1.00 

“(2)  More  than  100  and  not  more  than  200  square  feet _  2.  00 

“(3)  More  than  200  and  not  more  than  300  square  feet _  3.  00 

“(4)  More  than  300  and  not  more  than  400  square  feet _  5.00 

“(5)  More  than  400  and  not  more  than  600  square  feet _  8.00 

“(6)  More  than  600  square  feet _ 11.00 

“(It)  Additional  Billboards. — Where  a  person  has 
paid  the  special  tax  with  respect  to  each  of  a  number  of 
billboards  of  the  same  tax  classification  and  thereafter  dis¬ 
continues  the  maintenance  or  control  of  one  or  more,  and 
also  assumes  the  maintenance  or  control  of  additional  bill¬ 
boards  of  the  same  tax  classification,  he  shall  pay  special 
tax  only  with  respect  to  so  many  of  such  additional  bill¬ 
boards  as  exceed  the  number  with  respect  to  which  he  has 
already  paid  special  tax. 

“(c)  Definitions. — As  used  in  this  section — 

“  (1)  The  term  ‘billboard’  means  any  outdoor  struc¬ 
ture  or  device  primarily  designed  for  the  display  of  ad¬ 
vertising  matter,  and  includes  so-called  ‘sign  space’  on  the 
exterior  of  a  building  the  use  of  which  is  controlled  by 
a  person  engaged  in  business  as  lessor  of  billboards  for 
outdoor  advertising. 

“  (2)  The  term  ‘lessor’  means  any  person  who  main¬ 
tains  or  controls  the  use  of  billboards  and,  for  compensa- 
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tion,  displays  advertising  matter  thereon  for  another  per¬ 
son  or  permits  the  display  of  advertising  matter  thereon 
by  another  person. 

‘'(d)  Penalties. — Any  person  liable  for  the  special 
tax  under  this  section  with  respect  to  any  billboard  main¬ 
tained  or  controlled  by  him  who  fails  to  pay  such  tax,  besides 
being  liable  for  the  payment  of  the  tax,  shall  be  fined  not 
more  than  $50  for  each  offense. 

“(e)  Other  Laws  Applicable. — All  administrative 
and  penalty  provisions  of  subchapters  A,  B,  and  C  of  Chapter 
11,  insofar  as  applicable,  shall  apply  to  the  special  tax  im¬ 
posed  by  subsection  (a)  and  to  the  persons  upon  whom  im¬ 
posed. 

“(f)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part  V 
of  Title  V  of  the  Revenue  Act  of  1941.” 

SEC.  558.  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

The  Internal  Revenue  Code  is  amended  by  inserting 
after  Chapter  33  the  following  newr  chapter: 

“CHAPTER  33A— USE  OF  MOTOR  VEHICLES  AND 

BOATS 

“SEC.  3540.  TAX  ON  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

“  (a)  Imposition  of  Tax. — There  shall  be  imposed 
upon  the  use  of  motor  vehicles  and  boats  a  tax,  with  respect 
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to  each  year  in  which  such  use  occurs,  at  the  following 
rates: 

“  ( 1 )  Motor  vehicles — $5. 

“(2)  Boats. — 

“Over-all  length  16  feet  or  over  but  not  over 
28  feet,  $5. 

“Over-all  length  over  28  feet  but  not  over  50 
feet,  $10. 

“Over-all  length  over  50  feet  but  not  over  100 
feet,  $40. 

“Over-all  length  over  100  feet  but  not  over  150 
feet,  $100. 

“Over-all  length  over  150  feet  but  not  over  200 
feet,  $150. 

“Over-all  length  over  200  feet,  $200. 

Such  tax,  in  the  case  of  a  motor  vehicle,  shall  be  paid  by  the 
person  in  whose  name  the  motor  vehicle  is,  or  is  required  to 
be,  registered  under  the  law  of  the  State,  Territory,  or  the 
District  of  Columbia  in  which  such  motor  vehicle  is,  or  is 
required  to  be,  registered.  Such  tax,  in  the  case  of  a  boat, 
shall  be  paid  by  the  owner  of  the  boat.  The  tax  imposed  by 
this  section  shall  not  apply  to  any  use  before  February  1, 
1942,  and  use  before  such  date  shall  not  be  considered  to  be 
use  within  the  meaning  of  this  section. 

“(b)  Definitions. — For  the  purposes  of  this  section — 
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“(1)  The  term  ‘year’  means  the  year  beginning 
July  1. 

“  (2)  The  term  ‘motor  vehicle’  means  all  motor  ve¬ 
hicles  of  the  kind  chiefly  used  for  highway  transportation. 

“(3)  The  term  ‘boat’  means  all  boats  propelled  by 
machinery,  sail,  or  both,  measuring  16  feet  or  more  in 
over-all  length,  owned  by  a  citizen  or  resident  of  the 
United  States.  Such  term  does  not  include  boats  used 
exclusively  for  trade,  or  commercial  fishing,  or  boats 
used  without  profit  by  any  benevolent,  charitable,  or  reli¬ 
gious  organization  exclusively  for  furnishing  aid,  com¬ 
fort,  or  relief  to  seamen. 

“(4)  The  term  ‘use’  in  the  case  of  the  use  of  a 
motor  vehicle  means  use  on  the  public  highways. 

“(c)  Proration  of  Tax. — If  in  any  year  the  first  use 
of  the  motor  vehicle  or  boat  is  after  July  31  the  tax  shall  be 
reckoned  proportionately  from  the  first  day  of  the  month  in 
which  such  use  occurs  to  and  including  the  30th  day  of 
June  following. 

“(d)  One  Payment  Per  Year. — If  the  tax  imposed 
by  this  section  is  paid  with  respect  to  any  motor  vehicle  or 
boat  for  any  year  no  further  tax  shall  be  imposed  for  such 
year  with  respect  to  such  motor  vehicle  or  boat. 

“(e)  Evidence  of  Tax  Payment. — The  payment  of 
the  tax  imposed  by  this  section  shall  be  evidenced  by  such 
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suitable  stamp,  sticker,  or  tag  of  such  form,  which  shall  be 
affixed  to  the  motor  vehicle  or  boat  in  such  manner,  as  the 
Commissioner,  with  the  approval  of  the  Secretary,  may  by 
regulations  prescribe. 

“(f)  Manner  of  Collection —The  place,  time,  and 
manner  of  making  payment  of  the  tax,  and  of  furnishing  such 
stamp,  sticker,  or  tag  shall  be  such  as  may  be  provided  in 
regulations  prescribed  by  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary. 

“(g)  Cooperation  of  Post  Office  Department. — 
The  Commissioner  shall  furnish  to  the  Postmaster  General 
without  prepayment  a  suitable  quantity  of  stamps,  stickers, 
or  tags  to  be  distributed  to  and  kept  on  sale  by 
postmasters  in  the  United  States.  The  Postmaster  General 
may  require  each  such  postmaster  to  give  additional  or  in¬ 
creased  bond  as  postmaster  for  the  value  of  the  stamps, 
stickers,  or  tags  furnished  to  him,  and  each  such  postmaster 
shall  deposit  the  receipts  from  the  sale  of  such  stamps, 
stickers,  or  tags  to  the  credit  of  and  render  accounts  to  the 
Postmaster  General  at  such  times  and  in  such  form  as  he  may 
by  regulations  prescribe.  The  Postmaster  General  shall  at 
least  once  monthly  transfer  all  collections  from  this  source  to 
the  Treasury  as  internal-revenue  collections.  The  Postmaster 
General  is  authorized  to  cooperate  to  the  fullest  extent  pos¬ 
sible  with  the  Commissioner  in  the  sale  of  such  stamps,  stick- 
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ers,  or  tags  and  in  forwarding  to  the  Commissioner  or  to  the 
collector  of  internal  revenue  such  blanks  or  forms  as  the  Com¬ 
missioner  may  determine  necessary  to  the  collection  of  the 
tax. 

“  (h)  Sale  of  Stamps  by  Private  Persons. — If  the 
Commissioner  provides  for  the  sale  of  stamps,  stickers,  or  tags 
by  persons  not  officers  or  employees  of  the  United  States  he 
may  require  bond,  with  sufficient  sureties,  in  a  sum  to  be 
fixed  by  the  Commissioner,  conditioned  for  the  faithful 
return,  whenever  required,  of  all  quantities  or  amounts 
undisposed  of,  and  for  the  payment  for,  all  quantities  or 
amounts  sold  or  not  remaining  on  hand.  The  Commissioner, 
with  the  approval  of  the  Secretary,  may  from  time  to  time 
make  such  regulations  as  he  may  find  necessary  to  insure  the 
safekeeping  or  prevention  of  illegal  use  of  all  such  stamps, 
stickers,  or  tags. 

“(i)  Penalties  for  Unlawful  Use. — Any  person 
liable  for  the  tax  under  this  section  who  uses  or  permits  the 
use  of  the  motor  vehicle  or  boat  before  tax  has  been  paid  shall 
be  guilty  of  a  misdemeanor  and  upon  conviction  thereof  shall 
be  fined  not  more  than  $25  or  imprisoned  for  not  more  than 
30  days,  or  both.  Any  person  who  uses  or  operates  a 
motor  vehicle  or  boat  at  a  time  when  the  stamp,  sticker,  or 
tag  does  not  appear  on  the  motor  vehicle  or  boat  in  the 
manner  provided  in  the  regulations  prescribed  under  sub- 
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section  (e)  or  (f)  shall  be  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  be  fined  not  more  than  $25. 

“(j)  Exempt  Uses. — The  tax  imposed  by  this  section 
shall  not  apply  to  the  use  of  a  motor  vehicle  or  boat  by  the 
United  States,  a  State,  Territory,  the  District  of  Columbia,  or 
a  political  subdivision  of  any  of  the  foregoing.” 

SEC.  559.  EFFECTIVE  DATE  OF  PART  V. 

This  Part  shall  take  effect  on  the  first  day  of  the  first 
month  which  begins  more  than  10  days  after  the  date  of 
the  enactment  of  this  Act. 

TITLE  VI— RADIO  BROADCASTING  AND  NET¬ 
WORK  TAX 

SEC.  601.  TAX  ON  RADIO  BROADCASTING  STATIONS  AND 
NETWORKS. 

Subtitle  B  of  the  Internal  Revenue  Code  is  amended 
by  inserting  after  chapter  6  the  following  new  chapter : 

“CHAPTER  6A 

“SEC.  1220.  TAX  ON  RADIO  BROADCASTING  STATIONS  AND 
NETWORKS. 

“(a)  Rate. — For  each  calendar  year  beginning  after 
December  31,  1941,  there  shall  be  imposed  upon  every 
person  with  respect  to  operating  a  radio  broadcasting  sta¬ 
tion  or  engaging  in  network  broadcasting  for  any  part  of 
such  year,  an  excise  tax  computed  as  follows : 

“  (1)  If  the  net  time  sales  exceed  $100,000  and  do 
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not  exceed  $500,000,  an  amount  equal  to  5  per  centum 
of  the  net  time  sales,  or  an  amount  equal  to  the  net  time 
sales  in  excess  of  $100,000,  whichever  is  the  lesser. 

“  (2)  If  the  net  time  sales  exceed  $500,000  and  do 
not  exceed  $1,000,000,  an  amoimt  equal  to  10  per 
centum  of  the  net  time  sales,  or  an  amoimt  equal  to 
$25,000  plus  the  amount  of  the  net  time  sales  in  excess 
of  $500,000,  whichever  is  the  lesser. 

“(3)  If  the  net  time  sales  exceed  $1,000,000,  an 
amount  equal  to  15  per  centimi  of  the  net  time  sales, 
or  an  amoimt  equal  to  $100,000  plus  the  amount  of  the 
net  time  sales  in  excess  of  $1,000,000,  whichever  is  the 
lesser. 

“(b)  Definitions. — For  the  purposes  of  this  section — 

“(1)  ‘Network  broadcasting’  means  the  making  of 
arrangements  with  persons  operating  radio  broadcasting 
stations  for  the  simultaneous  broadcast  of  an  identical 
program  by  two  or  more  connected  stations  and  the 
distribution  of  programs  by  wire  or  radio  to  such 
persons. 

“  (2)  ‘Time  sales’  means  the  gross  amount  received 
or  accrued  from  the  sale  of  broadcast  time.  Where  the 
sale  is  for  a  consideration  other  than  money  the  gross 
amount  considered  to  be  received  or  accrued  shall  be 
the  seller’s  published  card  rate  for  broadcast  time. 
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Where  the  sale  is  for  a  consideration,  less  a  commis¬ 
sion  to  an  advertising  agency  (whether  such  sale  is 
made  to  such  agency  or  its  principal)  the  amount  of 
such  commission  (not  in  excess  of  15  per  centum  of 
such  consideration)  shall  be  excluded  in  determining 
the  gross  amount  received  or  accrued  with  respect  to 
such  sale. 

“(3)  ‘Net  time  sales’  means  time  sales  minus  the 
amounts  paid  or  incurred  for  broadcast  time  to  other 
persons  operating  radio  stations  or  engaged  in  network 
broadcasting. 

“SEC.  1221.  RETURNS. 

“  (a)  Requirement. — Every  person  liable  for  tax  under 
section  1220  shall  make  a  return  under  oath.  Such  return 
shall  contain  such  information  and  be  made  in  such  manner 
as  the  Commissioner  with  the  approval  of  the  Secretary  may 
by  regulations  prescribe. 

“(b)  Time  for  Filing.™ 

“  ( 1 )  General  rule. — Such  return  shall  be  made 
within  two  months  after  the  close  of  the  year  with  re¬ 
spect  to  which  such  tax  is  imposed. 

“(2)  Extension  of  time. — The  Commissioner 
may  extend  the  time  for  making  the  returns,  under  such 
rules  and  regulations  as  he  may  prescribe  with  the  ap- 
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proval  of  the  Secretary,  but  no  such  extension  shall  be 
for  more  than  sixty  days. 

“(c)  Place  for  Filing. — The  return  shall  be  made 
to  the  collector  for  the  district  in  which  is  located  the  prin¬ 
cipal  place  of  business  of  the  taxpayer,  or,  if  it  has  no  principal 
place  of  business  in  the  United  States,  then  to  the  collector  at 
Baltimore,  Maryland. 

“SEC.  1222.  OTHER  LAWS  APPLICABLE. 

“All  provisions  of  law  (including  penalties)  applicable 
in  respect  of  the  taxes  imposed  by  chapter  6  shall,  insofar  as 
not  inconsistent  with  this  chapter,  be  applicable  in  respect 
of  the  tax  imposed  by  this  chapter.” 

Passed  the  House  of  Representatives  August  4,  1941. 

Attest:  SOUTH  TRIMBLE, 

Clerk. 
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Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  McCarran  to  the  bill  (H.  R. 
5417)  to  provide  revenue,  and  for  other  purposes,  viz : 

1  On  page  ,  line  ,  under  title  II,  strike  out  all  of 

2  section  20(3,  entitled  “CORPORATIONS  ENGAGED  IN  MIN- 

3  ING  STRATEGIC  METALS.” 
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H.  R.  5417 


IN  THE  SENATE  OF  THE  UNITED 
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August  7  (legislative  day,  July  28),  1941 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  Overton  to  the  bill  (H.  R. 
5417)  to  provide  revenue,  and  for  other  purposes,  viz:  At 
the  proper  place  in  the  bill  insert  the  following  new  section: 

1  SEC.  .  EXCLUSION  FROM  GROSS  INCOME. 

2  Section  22  (b)  of  the  Internal  Revenue  Code  is 

3  amended  by  adding  at  the  end  thereof  the  following  new 

4  paragraph : 

5  “  (10)  Congressional  mileage  allowance. — 

6  Amounts  received  for  mileage  under  any  Legislative 

7  Branch  Appropriation  Act  by  the  President  of  the  Senate, 

8  Senators,  Representatives,  Delegates  from  Hawaii  and 

9  Alaska,  and  the  Resident  Commissioner  from  Puerto 

10  Rico.” 
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77th  CONGRESS 
1st  Session 


H.  R.  5417 


IN  THE  SENATE  OE  THE  UNITED  STATES 

August  15  (legislative  day,  August  14),  1941 
Referred  to  the  Committee  on  Finance  and  ordered  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  Bone  to  the  bill  (H.  B.  5417) 
to  provide  revenue,  and  for  other  purposes,  viz:  At  the  proper 
place  insert  the  following  new  section : 

1  SEC.  .  GROSS  ESTATE  DEDUCTIONS. 

2  (a)  Deduction  From  Gross  Estate  of  Citizens  or 

3  Residents  of  the  United  States. — Section  812  (d) 

4  of  the  Internal  Revenue  Code  is  amended  by  adding  at  the 

5  end  thereof  the  following  new  sentence:  “Any  contribution 

6  or  gift — 

7  “(1)  which  was  promised  to  any  such  corporation, 

8  trustee  or  trustees,  fraternal  society,  order,  or  assoeia- 

9 


10 


tion,  by  the  decedent  prior  to  his  death, 

“(2)  the  whole  or  any  part  thereof  is  paid  to  the 
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promisee  by  the  executor  prior  to  the  expiration  of  the 
period  for  the  payment  of  tax  as  provided  in  section  822, 
and 

“(3)  is  to  he  used  in  accordance  with  the  limita¬ 
tions  imposed  upon  the  use  of  contributions  or  gifts  by 
this  subsection, 

shall,  with  respect  to  the  amount  so  paid,  be  considered  a 
transfer  for  the  purposes  of  this  subsection.” 

(b)  Deduction  feom  Gboss  Estate  of  Noneesi- 
DENTS  NOT  CITIZENS  OF  THE  UNITED  STATES. — Section 
861  (a)  (3)  of  the  Internal  Revenue  Code  is  amended  by 
adding  at  the  end  thereof  the  following  new  sentence :  “Any 
contribution  or  gift — 

“  ( 1 )  which  was  promised  to  any  such  corporation, 
trustee  or  trustees,  fraternal  society,  order,  or  association, 
by  the  decedent  prior  to  his  death, 

“(2)  the  whole  or  any  part  thereof  is  paid  to  the 
promisee  by  the  executor  prior  to  the  expiration  of  the 
period  for  the  payment  of  tax  as  provided  in  section  822, 
and 

“  (3 )  is  to  be  used  in  accordance  with  the  limitations 
imposed  upon  the  use  of  contributions  or  gifts  by  this 
paragraph, 

shall,  with  respect  to  the  amount  so  paid,  be  considered  a 
transfer  for  the  purposes  of  this  paragraph.” 


3 


1  (c)  Effective  Date  of  Amendments. — The  amend- 

2  merits  made  by  this  section  shall  be  applicable  only  to  estates 

3  of  decedents  dying  after  Decmher  31,  1939. 
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77th  Congress 

1st  /Session 


SENATE 


Calendar  No.  703 


I 


Rept.  673 
Part  1 


THE  REVENUE  BILL  OE 


September  2,  1941. — Ordered  to 


Mr.  George,  from  the  Committee  on  Finance,  submitted  the  following 

REPORT 

[To  accompany  H.  R.  5417] 

The  Committee  on  Finance,  to  whom  was  referred  the  bill  (H.  R. 
5417)  to  provide  revenue,  and  for  other  purposes,  having  had  the 
same  under  consideration,  report  favorably  thereon  with  certain 
amendments  and,  as  amended,  recommend  that  the  bill  do  pass. 

Estimates  of  Revenue 

The  bill  as  passed  by  the  House  was  estimated  to  produce  added  tax 
revenue  of  $3,216,400,000  annually.  The  amendments  made  by 
your  committee  add  $463,400,000  to  this  figure,  bringing  the  total 
additional  annual  yield  to  $3,679,800,000. 

The  additional  revenue  to  be  secured  by  your  committee  bill  over 
that  of  the  House  bill  comes  principally  from  the  following  sources: 
i  corporation  normal  tax  $19,000,000,  corporation  surtax  $120,500,000, 
and  individual  income  tax  $332,400,000. 

The  following  table  sets  out  the  estimated  yields  of  the  House  bill 
and  the  Finance  Committee  bill,  with  the  increase  or  decrease  of  the 
Finance  Committee  bill  over  the  House  bill.  It  should  be  noted  that 
the  figures  contemplate  a  year  of  full  operation. 

S.  Rept.  673,  77-1,  pt.  1 - 1 
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REVENUE  BILL  OF  194  1 


Estimated  revenue  effect 1 2  of  the  revenue  hill  of  1941  ( H .  R.  5417 )  os  passed  by  the 
House  of  Representatives  Aug.  4,  1941,  and  as  reported  by  the  Senate  Finance 
Committee,  Sept.  2,  1941 

[In  millions  of  dollars] 


Estimated  increase  or  decrease 
(— )  over  yield  or  present  law 

Estimated  in¬ 
crease  (+)  or 
decrease  (— ) 

House  bill 

Senate  Finance 
Committee 

Senate  Finance 
Committee 
over  House  bill 

Income  taxes: 

Corporation: 

Normal  tax.  .  _ 

-520. 1 

-501.  1 

+19.0 

Surtax.  ... _  ...  _  . . 

644.7 

765.2 

+120.5 

Excess-profits  tax . . . . .  _ . 

1, 198.  3 

1, 130.  6 

-67.7 

Total  corporation  income  taxes _ _  .  . 

1,  322.  9 

1,394.  7 

+71.8 

Individual  .  ...  . 

864.8 

1, 197.  2 

+332. 4 

Total  income  taxes _  _ _ _  _ 

2, 187.  7 

2,  591.  9 

+404.2 

Miscellaneous  internal  revenue; 

Capital-stock  tax  .  . . . 

22.3 

-16.  1 

-38.4 

Estate  tax  _  ...  .  ..  _  _ 

135.9 

141.  6 

+5.7 

Gift  tax...  _ 

16.0 

16.0 

0 

Total _ 

174.2 

141.  5 

-32.7 

Manufacturers'  and  retailers’  excise  taxes: 

Distilled  spirits .  . .  . . 

2  122.3 

2  123.0 

+.7 

Wines _ _ _ _ _ _ _ _  _ 

2  5.0 

2  14.4 

+9.4 

Passenger  automobiles,  parts,  and  accessories . 

72.  2 

72.2 

0 

Automobile  trucks,  busses,  and  trailers . . . 

16.  1 

16.1 

0 

Tires  and  tubes _  _ 

44.6 

44.  6 

0 

Refrigerators,  refrigerating  apparatus,  and  air-con¬ 
ditioners  . . .  .  .  . 

16.6 

16.6 

0 

Matches . . . . . . 

2  8.  2 

2  8.  2 

0 

Playing  cards..  ....  . . . .  _ 

1.0 

1.0 

0 

Radio  receiving  sets  and  parts. . . . 

9.4 

9.4 

0 

Phonographs  and  phonograph  records _ 

4.  5 

4.5 

0 

Musical  instruments . 

3.6 

3.6 

0 

Sporting  goods _ _  _ _ 

8.5 

8.  2 

-.3 

Luggage - - - 

4.5 

4.5 

0 

Electrical  appliances.. . .  . . . 

12.6 

12.6 

0 

Photographic  apparatus.. . . . 

10.0 

9.9 

-.1 

Electric  signs. .  _  . . . .  . .  . . 

2.7 

2.  7 

0 

Business  and  store  machines . . . . . 

13.0 

13.0 

0 

Rubber  articles . . . . . 

21.3 

21.  3 

0 

Washing  machines _  _  ...  ...  .  .. 

.4 

5.7 

+5.3 

Optical  equipment _ _  _  _  ..  ... 

.3 

.3 

0 

Soft  drinks _  .  . . 

22.6 

0 

-22.6 

Gas  and  oil  appliances. _ _ 

19.2 

+19.2 

Electric-light  bulbs _ _ _  _ 

8.0 

+8.0 

Jewelry,  etc.. .  . . . 

56.2 

56.2 

0 

Furs . . .  . . . 

20.  7 

20.7 

0 

Toilet  preparations. . . . . . 

19.  7 

19.7 

0 

Total  manufacturers’  and  retailers'  excise  taxes... 

496.0 

515.6 

+19.6 

Miscellaneous  taxes: 

Admissions...  .  . . .  ...  ..  . 

60.0 

105.9 

+45.9 

Cabarets,  roof  gardens,  etc _ ■_ _ 

2.0 

2.0 

0 

Club  dues _ 

2.8 

2.8 

0 

Safe  deposit  boxes. .  .  _  _  _ 

1.7 

1.  7 

0 

Telephone,  telegraph,  radio  and  cable  facilities, 
leased  wires,  etc. . 

26.6 

24.3 

-2.3 

Telephone  bill  .  _  _  _.  ...  _  ...  _ 

43.6 

87.2 

+43.6 

Transportation  of  persons..:  ..  ..  ....... 

36.5 

35.5 

-1.0 

Use  of  motor  vehicles  and  boats _  _ 

160.2 

160.2 

0 

Bowling  alleys  and  billiard  and  pool  tables . 

2.  0 

1.3 

-.7 

Coin-operated  amusement  and  gambling  de¬ 
vices _  _ _ _ 

8.9 

9.9 

+1.0 

Radio  broadcasting-  ..  . 

12.5 

0 

-12.5 

Outdoor  advertising.  ...  ... 

1.7 

0 

-1.7 

Total  miscellaneous  taxes . 

358.5 

430.  9 

+72.3 

Total  excise  and  miscellaneous  taxes _ 

854.  5 

946.4 

+91.9 

Total  miscellaneous  internalre  venue. _  ...  . 

1,028.7 

1,  087.  9 

+59.2 

Total  _ _ _ _ _ 

3,  216.  4 

3,  679.  8 

+463.4 

1  All  estimates  show  full-year  effect.  Estimates  for  corporation  and  individual  income  taxes  and  the  gift 
tax  are  based  on  levels  of  income  estimated  for  calendar  year  1941;  all  other  estimates  are  based  on  income 
levels  estimated  for  fiscal  year  1942. 

2  Excluding  nonrecurring  floor  stocks  taxes  collectible  only  in  fiscal  year  1942 — distilled  spirits,  $38,000,000; 
wines,  $1 ,000,000  under  House  bill,  $2,900,000  under  Senate  Finance  Committee  agreement;  matches,  $700,000; 
tires  and  tubes,  $6,700,000. 

Treasury  Department,  Division  of  Research  and  Statistics,  Aug.  29,  1941. 
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In  order  that  a  more  complete  summary  of  the  entire  revenue  may 
be  obtained,  the  following  tables  set  forth  the  estimated  receipts 
under  present  law  coupled  with  those  expected  under  the  committee 
bill.  The  first  table  deals  with  the  income  and  excess-profits  taxes 
and  the  second  sets  out  the  estate,  gift,  capital  stock,  and  excise  taxes. 

Income  taxes — estimated  calendar  year  19/fl  liabilities  under  present  law  and  estimated 
increased  income  tax  liabilities  under  a  full  year  effect  of  the  income  tax  provisions 
of  the  revenue  bill  of  194-1  ( H .  R.  5417 )  1  at  levels  of  income  estimated  for  calendar 
year  1 941 

[In  thousands  of  dollars] 


Estimated 
liabilities 
under  present 

law 

Estimated 
increase  or 
decrease  (— ) 
due  to 
revenue  bill 
Of  1941 

Estimated 
total  income- 
tax  liabilities 
under  revenue 
bill  of  1941 

Income  taxes: 

Corporation  normal  tax. - - - - 

2, 939,  200 

-501,100 

765,200 

1, 197,  200 

2, 438, 100 
765, 200 
3, 420,  500 
260,000 
2, 167, 000 
37,000 
4,000 

2, 223, 300 
260,000 

1,  026,  400 
37,000 
4,  000 

1, 130,  600 

Unjust  enrichment  tax _ I _ _ 

Total  income  taxes _ _ _  _ 

6, 489, 900 

2,  591,  900 

9, 081, 800 

i  As  reported  by  the  Senate  Finance  Committee,  Sept.  2,  1941. 

Treasury  Department,  Division  of  Research  and  Statistics,  Sept.  2,  1941. 


Miscellaneous  internal  revenue — - Estimated  fiscal  year  1949  receipts  under  present 
law  1  and  estimated  fidl  year  effect  of  the  revenue  bill  of  1941  (H.  R.  5417 )2  at  levels 
of  income  estimated  for  fiscal  year  1949 


[Thousands  of  dollars] 


Capital-stock  tax . .  .  _ . 

Estate  tax _ _ _ _ _ 

Gift  tax . . . . 

Liquor  taxes: 

Distilled  spirits  (excise  tax) _ _ 

Fermented  malt  liquors _ _ _ 

Rectification  tax _ 

Wines  (domestic  and  imported)  (excise  tax) _ 

Container  stamps _ 

Special  taxes  in  connection  with  liquor  occupations 
All  other . . . 

Total  liquor  taxes _ _ _ _ 

Tobacco  taxes: 

Cigarettes  (small) _ _ _ _ _ 

Cigars  (large) _ _ _ 

Tobacco  (chewing  and  smoking) _ 

Snuff _ _ _ 

Cigarette  paper  and  tubes _ 

All  other _ _ _ _ _ _ _ 

Total  tobacco  taxes.. . . 


Estimated 
receipts  un¬ 
der  present 
law 

Estimated 
increase  or 
decrease  (— ) 
due  to  reve¬ 
nue  bill  of 
1941 2 

Estimated 
total  re¬ 
ceipts  under 
revenue  bill 
of  1941 2 

Hypothet¬ 
ical  full  year 
effect 3 

Hypothet¬ 
ical  fiscal 
year 3 

193, 400 

-16, 100 

177, 300 

350,  700 

141,  600 

492, 300 

100,000 

16, 000 

116, 000 

458,  800 

123,000 

581, 800 

330,  800 

330, 800 

12.  800 

12,800 

15,200 

14. 400 

29.  600 

10,  400 

10,  400 

10.200 

10.  200 

1,300 

1,300 

839,  500 

137, 400 

976, 900 

645,  100 

645, 100 

13, 900 

13,  900 

56, 100 

56,  100 

6,  800 

6,  800 

1,500 

1,  500 

130 

130 

723,  530 

723,  530 

1  Detail  of  estimates  released  in  summary  form  by  the  Bureau  of  the  Budget,  June  1,  1941. 

2  As  reported  by  the  Senate  Finance  Committee.  Sept.  2,  1941. 

3  Assuming  that  all  provisions  of  the  law  were  fully  reflected  in  receipts  for  an  entire  year. 
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Miscellaneous  internal  revenue — Estimated  fiscal  year  1942  receipts  under  present 
law  and  estimated  full  year  effect  of  the  revenue  hill  of  1941  ( H .  R.  S417)  at  levels 
of  income  estimated  for  fiscal  year  194-2 — Continued. 

[Thousands  of  dollars] 


Estimated 
receipts  un¬ 
der  present 
law 


Estimated 
increase  or 
decrease  (— ) 
due  to  reve¬ 
nue  bill  of 
1941 


Estimated 
total  re¬ 
ceipts  under 
revenue  bill 
of  1941 


Hypothet¬ 
ical  full  year 
effect 


Hypothet¬ 
ical  fiscal 
year 


Stamp  taxes: 

Issues  of  securities,  bond  transfers,  and  deeds  of  conveyance. 

Stock  transfers. _ _ _ _ 

Playing  cards _ 

Silver  bullion  sales  or  transfers _ _ _ _ _ 

Total  stamp  taxes.. _ _ 


25, 300 
14, 000 
4, 800 
80 


1, 000 


25,  300 
14, 000 
5,800 
80 


44, 180 


1,000 


45, 180 


Manufacturers’  excise  taxes: 


Lubricating  oils _ _ ; _ 

Gasoline _ _ _ _ _ 

Electrical  energy . . . 

Tires  and  inner  tubes _ _ 

Automobile  trucks _ _ 

Passenger  automobiles  and  motorcycles. 
Parts  and  accessories  for  automobiles... 

Radio  sets,  etc _ _ _ _ _ 

Mechanical  refrigerators _ 

Firearms,  shells,  pistols,  and  revolvers.. 

Matches  _ _ _ _ 

Electrical  appliances _ 

Phonographs  and  phonograph  records.. 

Musical  instruments _ 

Sporting  goods _ 

Luggage - 

Photographic  apparatus.  _ . . _ 

Electric  signs _ 

Business  and  store  machines. . . . 

Washing  machines _ 

Rubber  articles _ 

Optical  equipment _ 

Gas  and  oil  appliances _ 

Electric  light  bulbs _ 

Toilet  preparations _ _ _ 

Total  manufacturers’  excise  taxes _ 

Retailers’  excise  taxes: 

Jewelry,  etc _ 

Furs _ _ _ 

Toilet  preparations _ _ _ 

Total  retailers’  excise  taxes _ 

Miscellaneous  taxes: 


37, 100 
399, 800 
51,400 
54,  200 

12,  400 
73,  400 

13,  300 
7,900 

12,  300 
5,400 


44,  600 
16, 100 
72,  200 


9,400 

16,600 


8,800 


676,  000 


8,200 
12,  600 
4,500 
3,600 
8,200 
4,500 
9,  900 
2,  700 
13,  000 
5,700 
21,  300 
300 
19,  200 
8,  000 
-8,800 


271,800 


56,  200 
20,  700 
28,500 


105,  400 


37, 100 
399,  800 
51,  400 
98,  800 
28,500 
145,  600 
13,  300 
17,  300 
28,  900 
5,400 
8,200 
12,600 
4,500 
3,  600 
8,200 
4,500 
9,  900 

2.700 
13,  000 

5.700 
21,  300 

300 
19,  200 
8,  000 


947,800 


56,  200 
20,  700 
28,500 


105,  400 


Telephone,  telegraph,  radio,  and  cable  facilities,  leased 

wires,  etc _ _ _ 

Transportation  of  oil  by  pipe  lines _ 

Leases  of  safe-deposit  boxes _ 

Admissions  to  theaters,  concerts,  cabarets,  etc _ 

Club  dues  and  initiation  fees _ _ _ 

Oleomargarine,  etc.,  including  special  taxes,  and  adulter 

ated  butter _ _ _ 

Coconut  and  other  vegetable  oils  processed _ 

Bituminous-coal  tax _ _ _ 

Sugar  tax _ _ _ 

Transportation  of  persons _ 

Use  of  motor  vehicles  and  boats _ _ _ 

Bowling  alleys,  and  billiard  and  pool  tables _ _ 

Coin-operated  amusement  and  gaming  devices _ 

Radio  broadcasting _ 

Outdoor  advertising _ 

Telephone  bill _ 

All  other,  including  repealed  taxes _ 

Total  miscellaneous  taxes . . . . 

Total  miscellaneous  internal  revenue  (other  than  capital 

stock,  estate,  and  gift  taxes) _ _ 

Total  miscellaneous  internal  revenue . . 


620 


208, 320 


2, 491,  530 


28,  000 

24,  300 

13,  300 

2,  200 

1,700 

83,  100 

107, 900 

7,000 

2.800 

2,  300 

4.  500 

4,  900 

62,  400 

35,500 
160,  200 
1,300 
9,  900 
0 
0 

87,  200 


430, 800 


946, 400 


3, 135,  630 


1,087,900 


52. 300 

13.300 

3.900 
191,000 

9, 800 

2,  300 
4,500 

4.900 
62,400 
35,  500 

160,  200 
1,300 

9.900 
0 
0 

87,  200 
620 


639, 120 


3,437,930 


4,  223,  530 


Treasury  Department,  Division  of  Research  and  Statistics,  Sept.  2, 1941. 
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Summary  of  Principal  Changes 

I.  INDIVIDUAL  INCOME  TAX 

1.  Reduced  personal  exemptions. — The  House  bill  made  no  changes 
in  the  personal  exemptions  provided  by  existing  law.  The  committee 
bill  reduces  the  personal  exemptions  in  the  case  of  married  persons 
from  $2,000  to  $1,500  and,  in  the  case  of  single  persons,  from  $800  to 
$750.  This  broadening  of  the  income  tax  base  is  thought  to  be 
desirable  particularly  during  the  present  emergency  in  order  that 
the  greatest  possible  number  of  persons  may  contribute  directly  to 
the  costs  of  the  defense  program. 

It  has  been  estimated  by  the  Treasury  Department  that  this  reduc¬ 
tion  in  the  personal  exemptions  will  require  the  filing  of  4,91 1,000  new 
income  tax  returns  and  will  increase  the  number  of  income-tax  payers 
by  2,256,000.  Under  the  House  bill,  it  is  estimated  that  17,107,000 
individual  income  tax  returns  would  have  been  filed,  of  which 
10,925,000  would  have  been  taxable.  Under  the  Finance  Committee 
bill  it  is  estimated  that  22,108,000  individual  income  tax  returns  will 
be  filed  of  which  13,181,000  will  be  taxable. 

The  decrease  in  the  personal  exemptions  has  the  effect  of  increasing 
the  tax  throughout  the  bracket  structure.  This  increase  is  sub¬ 
stantial  in  the  lower  brackets.  The  following  table  sets  out  the 
additional  burden  on  single  persons  and  on  married  persons  without 
dependents  caused  solely  by  the  reduced  exemptions: 


Additional  tax  due  to  decreased  exemptions 


Net  income 

Single  man 

Married 
man— No 
dependents 

$750 _ 

$800 _ _  _  . 

$2.  75 

$900 _ _ _ 

4.95 

$1,000 . 

4.  95 

$1,500 . 

4.95 

$2,000 _ _ _ 

4,95 

$40. 70 

$2,500 _ _ _ 

4.95 

49.  50 

$3,000. . 

6.  60 

49.  50 

$4,000  . 

6.  60 

66.  00 

$5,000 . 

8.  25 

66.  00 

$6,000 _ 

8.  25 

82.50 

$7,000 _ 

10.  45 

82.  50 

$8,000 _ 

10.  45 

104.  50 

$9,000 _ 

12.  65 

104.  50 

$10,000 _ 

12.65 

126.  50 

Net  income 

Single  man 

Married 
man — No 
dependents 

$15,000 _ 

$17.60 

$159.  50 

$20,000.... _ _ 

20.  35 

203. 50 

$25,000 _ 

23.  65 

236.  50 

$30,000 _ 

25.  30 

253.00 

$50,000 _ 

29.70 

297.  00 

$60,000 _ 

31.35 

313.50 

$80,000 _ 

33.55 

335.  50 

$100.000 _ _ _ 

35.  75 

357.50 

$150,000 _ 

29.70 

297.  00 

$250,000 _ 

30.  60 

306.  00 

$500,000 _ 

33.30 

333.00 

$750,000 _ 

33.75 

337.  50 

$1,000,000 _ _ _ 

34.20 

342.  00 

$2,000,000 _ 

34.  65 

346.  50 

$5,000,000 _ 

35.  10 

351.  00 

2.  Integration  oj  dejense  tax. — Under  the  existing  law  and  under  the 
House  bill  the  10-percent  defense  tax  is  added  to  the  tax  computed 
under  the  rates  provided  in  the  normal  and  surtax  schedule.  The 
House  bill  makes  the  defense  tax  permanent.  Your  committee  recom¬ 
mends  and  the  committee  bill  so  provides  that  the  defense  tax  be  in¬ 
tegrated  into  the  basic  surtax  rates.  In  order  to  avoid  the  use  of 
fractional  percentages,  the  surtax  rates  have  been  carried  to  the 
nearest  whole  percentage  figure. 
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The  following  table  shows  the  increase  in  the  surtax  rates  and 
cumulative  surtax  burden  caused  solely  by  the  integration  of  the 
defense  tax: 

Comparison  of  surtax  rates  and  cumulative  surtax 


Surtax  net  income  classes 

Surtax  rates 

Cumulative  surtax  on  higher 
amount  shown  in  bracket 

Present 

law 

House 

bill 

Finance 
Commit¬ 
tee  bill 

Present 

law 

House 

bill 

Finance 
Commit¬ 
tee  bill 

Percent 

Percent 

Percent 

$0  to  $2, 000 . . . . . . . . 

5 

$100 

$120 

$2,000  to  $4,000 _ 

8 

9 

260 

300 

$4,000  to  $6,000 _ _ 

4 

11 

13 

$80 

480 

560 

$6,000  to  $8,000 _ 

6 

15 

17 

200 

780 

900 

$8,000  to  $10,000 _ 

8 

10 

21 

360 

1, 160 

1,320 

$10,000  to  $12,000 _  _ 

10 

22 

25 

560 

1.600 

1,820 

$12,000  to  $14,000 _ 

12 

25 

29 

800 

2, 100 

2,400 

$14,000  to  $16,000 _  .. 

15 

28 

32 

1,100 

2,660 

3,040 

$16,000  to  $18,U00 _ 

18 

31 

35 

1,460 

3,280 

3,  740 

$18,000  to  $20,000 _ 

21 

33 

38 

1,880 

3,  940 

4,500 

$20,000  to  $22,000 _ 

24 

36 

41 

2,360 

4,660 

5,  320 

$22,000  to  $26,000 _ 

27 

39 

44 

3,  440 

6,  220 

7, 080 

$26,000  to  $32,000 _ 

30 

42 

47 

5,240 

8,  740 

9, 900 

$32,000  to  $38,000 _ 

33 

45 

50 

7,  220 

11,440 

12, 900 

$38,000  to  $44,000 _ 

36 

48 

53 

9,  380 

14,  320 

16, 080 

$44,000  to  $50,000 _ 

40 

50 

55 

11,780 

17,  320 

19, 380 

$50  000  to  $60.000 _ 

44 

53 

57 

16, 180 

22,  620 

25, 080 

$60,000  to  $70,000 _  _ _ _ 

47 

55 

59 

20.  880 

28, 120 

30, 980 

$70,000  to  $80,000 _ 

50 

57 

61 

25,880 

33,820 

37, 080 

$80,000  to  $90,000 _ 

53 

59 

63 

31, 180 

39,  720 

43, 380 

$90,000  to  $100,000 _ 

56 

61 

64 

36, 780 

45,  820 

49, 780 

$100,000  to  $150,000 _ 

58 

62 

65 

65, 780 

76,  820 

82, 280 

$150,000  to  $200,000 _ 

60 

63 

66 

95, 780 

108,  320 

115,  280 

$200,000  to  $250,000 _ 

62 

04 

67 

126, 780 

140, 320 

148, 780 

$250,000  to  $300,000 _ 

64 

66 

69 

158, 780 

173, 320 

183, 280 

$300,000  to  $400,000  _ 

66 

68 

71 

224,  780 

241, 320 

254,280 

$400,000  to  $500,000 _ 

68 

70 

72 

292,  780 

311,320 

326,  280 

$500,000  to  $750,000 _ 

70 

71 

73 

467,  780 

488,  820 

508,  780 

$750,000  to  $1,000,000 _ 

72 

72 

74 

647,  780 

668,  820 

693,  780 

$1,000,000  to  $2,000,000 _ 

73 

73 

75 

1,  377,  780 

1,  398, 820 

1,  443,  780 

$2,000,000  to  $5,000,000 _ _ .... 

74 

74 

76 

3,  597,  780 

3,  618,  820 

3,  723,  780 

Over  $5,000,000 _ 

75 

75 

77 

The  following  table  sets  out  the  effect  of  the  integration  of  the 
defense  tax  by  showing  the  increases  or  decreases  in  tax  caused  solely 
thereby: 


Net  income 

Single  man 

Married 
man — no 
dependents 

Net  income 

Single  man 

Married 
man — no 
dependents 

$750._ . . . 

$15,000 . . 

$41. 60 

$34. 10 

$800... _ _ 

$0.  25 

$20,000 _ _ 

81.85 

72. 10 

$900.. . . . . 

.51 

$25,000 _ _ _  _ _ 

127. 35 

122. 10 

$1,000 _ 

.65 

$30,000.— _ _ 

152.  60 

149.  60 

$1,500 . . . 

1.35 

$50,000 _ _ _ 

136.  60 

139.  60 

$2,000 . . 

2. 05 

$1. 30 

$60,000 _ _ _ 

-23. 65 

-10.  90 

$2,500. _ _ 

2.  75 

2.  00 

$80,000— . . . 

-420.  65 

-404.  90 

$3,000 _ _ 

2.  70 

2.  70 

$100,000 _ 

-990. 15 

-963.  90 

$4,000 _ 

1. 10 

2.  60 

$150,000 _ 

-1,335.  60 

-1,  407.  60 

$5,000. . . . 

1.  25 

1.00 

$250,000 _ 

-1,  587. 10 

-1,  660.  60 

$6,000 _ 

6.  65 

2.  90 

$500,000 _ 

-1,  984. 10 

-2.  054.  60 

$7,000. . 

11.05 

8. 30 

$750,000 _ 

—3, 234. 85 

-3,  306. 10 

$8,000 . . 

12.  45 

11.70 

.$1,000,000 _ 

-4,  235.  60 

—4, 307. 60 

$9,000 _ 

12.  85 

13.  10 

$2,000.000 _ 

-7,  236.  35 

-7, 309. 10 

$10,000  .. 

10.  25 

12.  50 

$5,000,000.. . . 

-13, 237. 10 

-13, 310. 60 

The  following  tables  compare  the  tax  burdens  and  the  effective 
rates  of  the  present  law,  the  House  bill  and  the  Finance  Committee  bill 
on  specified  net  incomes  of  both  married  and  single  persons: 
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Comparison  of  individual  income  tax  on  specified  net  incomes  ( all  income  earned ) 
under  present  law,  House  bill  and  Finance  Committee  bill 


Single  person 


Married  person 


Net  income 

Present  law 

House  bill 

Finance 

Committee 

bill 

Present  law 

House  bill 

Finance 

Committee 

bill 

$750 _ _ 

$800 _ _ 

$3.  00 

$900 _ _ _ 

$0.  44 

$5.  94 

11.  40 

$1,000... . . 

4.  40 

15.  40 

21.00 

$1,500 _ 

24.  20 

62.  70 

69.  00 

$1,600 _ 

28.  16 

72. 16 

78.  60 

$6.00 

$2,000 _ 

44.  00 

110.  00 

117.00 

42.00 

$2,500. . . . 

63.80 

157.  30 

165.  00 

$11.00 

$38.  50 

90.00 

$3,000 _ 

83.60 

211.  20 

220.  50 

30.  80 

85.  80 

138.  00 

$4,000 _ 

123.20 

338.  80 

346.  50 

70.  40 

180.  40 

249.  00 

$5,000  . .  . 

171.60 

473.  00 

482.  50 

110.  00 

308.  00 

375.  00 

$6,000 _ 

255.20 

633.  60 

648.50 

149.  60 

435.  60 

521.00 

$7,000  _ _ _ 

343.  20 

803.  00 

824.  50 

233.20 

596.  20 

687.  00 

$8,000 _ 

448.  80 

1,007.00 

1,  030.  50 

316.  80 

756.  80 

873.00 

$9,000 _ 

558. 80 

1,  221.  00 

1,  246.  50 

422.  40 

961.  40 

1,  079.  00 

$10,000 _ 

686. 40 

1,  469.  60 

1,492.  50 

528.00 

1,  166.00 

1,  305. 00 

$15,000 _ 

1,  476.  20 

2,  934.  80 

2,  994.  00 

1,258.40 

2,  545.  40 

2,  739.  00 

$20,000 _ 

2,  666.  40 

4,  826.  80 

4,  929.  00 

2,  336.  40 

4,  338.  40 

4,614.00 

$25,000 _ 

4,  252.  60 

7,  073.  00 

7,  224.  00 

3,  843.  40 

6,  505.  40 

6,  864.  00 

$30,000 _ 

6,  063.  20 

9,  543.  60 

9,  721.  50 

5,  614.  40 

8,  936.  40 

9,  339.  00 

$50,000 _ 

14,  709.  20 

20,  715.  20 

20,  881.50 

14, 128.  40 

20,  002.  40 

20,439.00 

$60,000 _ 

19,  954.  00 

26,  958.  80 

26,  966.  50 

19,  320.  40 

26,  206.  40 

26,  509. 00 

$80,000 _ 

31, 451.  20 

40, 123.  60 

39,  736.  50 

30,  738.  40 

39,  318.  40 

39,  249.  00 

$100,000 _ 

44,  268.  40 

54, 168.  40 

53,  214.  00 

43,  476.  40 

53,  310.  40 

52,  704.  00 

$150,000 _ 

78,  350.  80 

89, 012.  40 

87,  706.  50 

77,  532.  40 

88,  299.  60 

87, 189.  00 

$250,000 _ 

147,  576.  40 

159,  748.  00 

158, 191.50 

146,  863.  60 

159,  013.  60 

157,  659.  00 

$500,000 _ _ 

330, 933.  20 

347,  604.  80 

345,  654.  00 

330, 155.  60 

346,  805.  60 

345,  084.  00 

$750,000 _ 

522,418.80 

541,  347.  60 

538, 146. 50 

521,  619.  60 

540,  537.  60 

537,  569.  00 

$1,000,000 _ 

718,  404.  40 

737, 340.  40 

733, 139.  00 

717,  583.  60 

736,  519.  60 

732,  554.  00 

$2,000,000 _ 

1,511,397.20 

1,  530,  333.  20 

1,  523,  131.  50 

1,  510,  565.  60 

1,  529,  501.  60 

1,  522,  539.  00 

$5,000,000 _ 

3, 917, 390. 00 

3,  936, 326.  00 

3,  923, 124.  00 

3,916,547.60 

3, 935,  483.  60 

3,  922,  524.  00 

Comparison  of  effective  rates  of  individual  income  tax  on  specified  net  incomes  ( all 
income  earned)  under  present  law,  House  bill,  and  Finance  Committee  bill 


Net  income 

Single  person 

Married  person,  no  dependents 

Present 

law 

House  bill 

Finance 
Commit¬ 
tee  bill 

Present 

law 

House  bill 

Finance 
Commit¬ 
tee  bill 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

$750  .. 

$800. . 

0. 375 

$900  .  _ 

0. 048 

0.  660 

1.  266 

$1,000  .  . 

.440 

1.  540 

2.  100 

$1,500 _ 

1.613 

4.  180 

4.  600 

$1,600 _ 

1.760 

4.  510 

4.912 

0.  375 

$2,000  _ 

2.  200 

5.  500 

5.  850 

2. 100 

$2,500 _ 

2.552 

6.  292 

6.600 

0.  440 

1.  540 

3.  600 

$3,000 _ 

2.  786 

7.040 

7.  350 

1.026 

2.860 

4.  600 

$4,000 _ 

3.080 

8.  470 

8.  662 

1.  760 

4.  510 

6.  225 

$5,000 _ 

3.  432 

9.  460 

9.  650 

2.200 

6.  160 

7.500 

$6,000 _ 

4.253 

10.  560 

10.  808 

2.  493 

7.  260 

8.  683 

$7,000 _ 

4.902 

11.471 

11.778 

3  331 

8.  517 

9.814 

$8,000 _ 

5.  610 

12.  595 

12.  881 

3.  960 

9.460 

10.912 

$9,000 _ 

6.  208 

13.  566 

13. 850 

4.693 

10.  682 

11.  988 

$10,000 _ 

6.864 

14.  696 

14.  925 

5.  280 

11.660 

13.  050 

$15,000 _ 

9.841 

19.  565 

19.  960 

8.  389 

16.  969 

18.260 

$20,000 _ 

13.  332 

24.  134 

24.  645 

11.682 

21.  692 

23.  070 

$25,000 _ 

17.010 

28.292 

28.  896 

15.  373 

26.  021 

27.  456 

$30,000 _ 

20.  210 

31.812 

32.  405 

18.  714 

29.  788 

31.  130 

$50,000 _ 

29.  418 

41.  430 

41.763 

28.  256 

40.  004 

40.  878 

$60,000 _ 

33.  256 

44.  931 

44.  944 

32.  200 

43.  677 

44.  181 

$80,000  _ 

39.  314 

50.154 

49.  670 

38.  423 

49.  148 

49.  061 

$100.000 _ 

44.268 

54.  168 

53.  214 

43.  476 

53.  310 

52.  704 

$150,000 _ _ _ 

52.233 

59.  341 

58.  471 

51.688 

58.  866 

58.  126 

$250,000 _ 

59.  030 

63.  899 

63.  276 

58. 745 

63.  005 

63.  063 

$500,000 _ 

66.  186 

69.  529 

69.  130 

66.  031 

69.  361 

69  016 

$750,000 _ 

69.  665 

72.  179 

71.  752 

69.  549 

72.  071 

71.675 

$1,000.000 _ _ _ 

71.  840 

73.  734 

73.313 

71.  758 

73.  651 

73.  255 

$2,000,000 _ 

75.  569 

76.  516 

76.  156 

75.  528 

76.  475 

70.  126 

$5,000,000 _ 

78.  347 

78.  726 

78.  462 

78.  330 

78.  709 

78.  450 
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3.  Returns  where  gross  income  is  $3,000  or  less. — In  order  that  persons 
in  the  lower-income  tax  brackets,  particularly  those  brought  in  by  the 
reduction  of  the  personal  exemptions,  may  be  caused  a  minimum  of 
difficulty  in  filling  out  their  returns,  the  optional  use  of  a  simplified 
return  is  provided  where  the  gross  income  of  the  taxpayer  does  not 
exceed  $3,000.  If  the  taxpayer  elects  to  use  this  simplified  plan, 
the  amount  of  the  tax  may  be  readily  ascertained  by  reference  to  a 
table  contained  in  the  bill.  This  simplified  return  may  be  used  only 
where  the  taxpayer’s  income  is  derived  solely  from  salaries,  wages, 
compensation  for  personal  services,  dividends,  interest,  rent,  annuities, 
or  royalties.  If  the  taxpayer  elects  to  use  this  method,  no  deductions 
or  credits  against  net  income  are  allowed.  In  lieu  of  these  deductions 
and  credits,  the  tax  provided  in  the  table  represents  a  reduction  of 
10  percent  of  the  tax  that  would  otherwise  be  payable  without  such 
deductions  or  credits.  This  10-percent  reduction  has  been  found 
to  be  the  effect  of  the  average  amount  of  deductions  taken  by  persons 
in  the  lower-income  brackets.  One  set  of  rates  is  provided  for  married 
persons  or  heads  of  families  and  another  is  provided  for  single  persons 
(not  heads  of  families).  In  determining  the  amount  payable,  the 
taxpayer  in  either  case  reduces  his  gross  income  by  $400  for  each 
dependent,  then  by  reference  to  the  appropriate  table  he  ascertains 
the  tax  set  out  opposite  the  amount  so  determined. 

It  should  be  kept  in  mind  that  the  use  of  the  simplified  return  is  at 
the  option  of  the  taxpayer  and  he  elects  each  year  whether  to  use  this 
method  or  to  file  under  the  general  provisions.  However,  once  the 
return  for  any  year  has  been  filed  under  this  method,  the  election  shall 
be  irrevocable,  and  if  the  taxpayer  files  under  the  general  provisions 
for  any  year  he  may  not  thereafter  elect  for  such  year  to  be  taxed 
under  the  simplified  method.  Nonresident  alien  individuals,  estates, 
or  trusts  are  not  allowed  to  use  the  simplified  method. 

The  following  table  taken  from  the  bill  sets  out  the  amount  of  tax 
to  be  paid  on  specified  amounts  of  income: 


If  the  gross 
income  is  over — 

But  not 
over — 

The  tax  shall  be — 

If  the  gross 
income  is  over — 

But  not 
over — 

The  tax  shall  be — 

Single 
person 
(not  head 
of  a 

family) 

Head  of 
family  or 
married 
person 

Single 
person 
(not  head 
of  a 
family) 

Head  of 
family  or 
married 
person 

$i - 

$750 

$0 

$0 

$1,325 _ 

1,350 

48 

0 

$750 _ 

775 

1 

0 

$1,350 _ 

1,375 

50 

0 

$775  _ 

800 

2 

0 

$1,375 _ 

1,400 

52 

0 

$800 _ 

825 

3 

0 

$1,400.- . . 

1,425 

55 

0 

$825 _ _ _ 

850 

5 

0 

$1,425 _ 

1,450 

57 

0 

$850 _ 

875 

7 

0 

$1,450 _ 

1,475 

59 

0 

$875  .. 

900 

9 

0 

$1,475  _ 

1,500 

61 

0 

$900 _ 

925 

11 

0 

$1,500 _ 

1,  525 

63 

1 

$925 _ 

950 

14 

0 

$1,525 _ 

1,550 

65 

2 

$950 _ 

975 

16 

0 

$1,550 _ 

1,  575 

68 

3 

$975  . 

1,000 

18 

0 

$1,575 _ 

1,600 

70 

5 

$1,000 _ 

1,025 

20 

0 

$1,600 _ 

1.625 

72 

6 

$1,025.. 

1,050 

22 

0 

$1,625  - 

1,650 

74 

7 

$1,050 _ 

1,075 

24 

0 

$1,650 _ 

1,  675 

76 

9 

$1,075 _ 

1,  100 

26 

0 

$1,675 _ 

1,  700 

78 

11 

$1,100 _ 

1,  125 

29 

0 

$1,700 _ 

1,  725 

80 

13 

$1,125 _ 

1, 150 

31 

0 

$1,725 . . . 

1,  750 

83 

15 

$1,150 _ 

1, 175 

33 

0 

$1,750 _ 

1,775 

85 

17 

$1,175 _ 

1,200 

35 

0 

$1,775 _ 

1,800 

87 

19 

$1,200 _ 

1,225 

37 

0 

$1,800 _ 

1,825 

89 

22 

$1,225 _ _ _ 

1,250 

39 

0 

$1,825 _ 

1,  850 

91 

24 

$1,250 _ 

1,275 

42 

0 

$1,850 _ 

1,875 

93 

26 

$1,275 _ 

1,300 

44 

0 

$1,875 _ 

1,900 

96 

28 

$1.300 _ 

1.325 

46 

0 

$1.900 _ 

1.925 

98 

30 
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The  tax  shall  be — 

The  tax  shall  be — 

If  the  gross 
income  is  over — 

But  not 
over — 

Single 
person 
(not  head 
of  a 
family) 

Head  of 
family  or 
married 
person 

If  the  gross 
income  is  over — 

But  not 
over — 

Single 
person 
(not  head 
of  a 
family) 

Head  of 
family  or 
married 
person 

$1,925 

1. 950 

100 

32 

$2,475  _ 

2,500 
2,  525 
2,  550 
2,  575 
2,600 

147 

80 

$1,950 

1,975 
2,000 
2.  025 
2,  050 

102 

35 

$2,500  _ 

150 

82 

$l’975  . 

104 

37 

$2,525  _ 

152 

84 

$2,000 

106 

39 

$2,550  _ 

154 

86 

$2,025 _ _ 

109 

41 

$2,575 _ 

156 

89 

$2,050  _ 

2, 075 

111 

43 

$2,600  _ 

2,  625 
2,650 
2,  675 

158 

91 

$2^075  . . .  . 

2, 100 
2, 125 
2, 150 

113 

45 

$2,625  ... 

160 

93 

$2,100  . 

115 

48 

$2,650  ....  . 

163 

95 

$2,125 _ 

117 

50 

$2,675 _ 

2,700 
2,  725 
2,  750 

165 

97 

$2,150 _ 

2, 175 

119 

52 

$2,700 _ 

167 

99 

$2,175. _ _ 

2,200 

122 

54 

$2,725... _ _ 

169 

102 

$2,200 _ 

2,  225 

124 

56 

$2,750 _ 

2,  775 
2,800 
2,  825 

2,  850 
2,  875 
2,900 

172 

104 

$2,225  . 

2,250 

2.275 

126 

58 

$2,775  . 

174 

106 

$2,250 _ 

128 

60 

$2,800 _ 

177 

108 

$2,275 

2,300 
2,  325 
2,  350 

130 

63 

$2,825  . 

180 

no 

$2,300 

132 

65 

$2,850  . 

183 

112 

$2,325. _ _ 

134 

67 

$2,875 _ 

186 

114 

$2,350 _ 

2,  375 

137 

69 

$2,900 _ 

2,  925 

189 

117 

$2,375 _ 

2,  400 

139 

71 

$2,925  _ 

2. 950 

191 

119 

$2,400  . 

2,  425 

141 

73 

$2,950 

2,  975 
3,000 

194 

121 

$2,425 _ 

$2,450 _ _ _ 

2,450 

2,  475 

143 

145 

76 

78 

$2,975 _ 

197 

123 

4.  Community  income. — Ever  since  the  advent  of  the  income  tax, 
the  disparity  in  the  taxation  of  income  in  the  community-property 
States  as  compared  with  that  in  the  non-community-property  States 
has  caused  considerable  concern.  This  situation  has  become  more 
accentuated  as  the  graduated  surtax  rates  have  been  increased  from 
time  to  time.  Married  persons  in  the  community-property  States 
under  existing  law  are  able  to  effect  substantial  tax  savings  as  com¬ 
pared  'with  married  persons  in  the  other  States.  Remedies  for  this 
inequitable  situation  have  been  frequently  recommended  to  the 
Congress  by  the  Treasury  Department  and  by  various  other  tax 
experts.  With  the  substantial  increases  in  the  surtax  rates  contained 
in  the  bill,  these  inequities  become  more  apparent  and  their  termina¬ 
tion  more  desirable. 

Consequently,  your  committee  bill  provides  a  method  whereby  tax¬ 
payers  in  community-property  States  are  placed  on  a  parity  with  all 
other  taxpayers  and  will  pay  the  same  amount  of  tax  as  do  individuals 
similarly  situated  in  the  non-community-property  States. 


S.  Rept.  673,  77-1,  pt.  1 - 2 
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The  following  table  shows  the  Federal  income-tax  benefits  which 
accrue  to  the  earner  of  income  in  a  community-property  State  as  com¬ 
pared  with  the  earner  of  income  in  a  non-community-property  State: 


Tax  on  specified,  earned  net  incomes 


Earned  net  in¬ 
comes 

Tax 

under 

Finance 

Com¬ 

mittee 

bill 

Tax  if 
equally 
divided 
between 
husband 
and  wife 

Tax  sav¬ 
ings  in 
com¬ 
munity- 
property 
States 

Earned  net  in¬ 
comes 

Tax 

under 

Finance 

Com¬ 

mittee 

bill 

Tax  if 
equally 
divided 
between 
husband 
and  wife 

Tax  sav¬ 
ings  in 
com¬ 
munity- 
property 
States 

$3,500 

$186 

249 

$186 

234 

$30,000 _ 

$9,  339 
20,  439 

$5, 988 
14,  448 

$3, 351 
5,991 

$4,000 _ 

$15 

$50,000 _ 

$5,000 _ 

375 

330 

45 

$60,000 _ 

26,  509 

19,  443 

7,  066 

$6,oro _ 

521 

441 

80 

$80,000 _ 

39.  294 

30, 153 

9, 141 

$7,000 _ 

687 

567 

120 

$100,000 _ 

52,  704 

41,  763 

10, 941 

$8,000 _ 

873 

693 

180 

$150,000 _ 

87, 189 

72,  973 

14,  216 

$9,000  _ 

1,  079 

819 

260 

$250,000 _ 

157, 659 

140,913 

16,  746 

$10.000 _ 

1,305 

965 

340 

$500,000 _ 

345,  084 

316,  383 

28,  701 

$12.000 _ 

1,  817 

1,297 

520 

$750,000 _ 

537,  569 

501,  823 

35,  746 

$15,000 _ 

2,  739 

1,855 

884 

$1,000,000 _ 

732,  554 

691,  308 

41,  246 

$18,000 _ 

3,819 

2,  493 

1,326 

$2,000,000.. . . 

1,  522,  539 

1,  466,  278 

56,  261 

$20,000 _ 

4,614 

2,  985 

1.629 

$5,000,000.  __  _ 

3, 922,  524 

3,  846,  248 

76,  276 

$25,000 _ 

6,  864 

4,355 

2,  509 

It  will  be  noted  that  an  individual  with  a  net  income  of  $10,000 
saves  $340  Federal  tax  solely  by  reason  of  being  a  resident  of  a  com¬ 
munity-property  State.  An  individual  with  an  income  of  $5,000  saves 
$45.  An  individual  with  an  income  of  $30,000  saves  $3,351,  and  an 
individual  with  an  income  of  $500,000  saves  $28,701. 

There  are  only  a  few  persons  in  the  community-property  States 
who  derive  any  Federal  tax  benefit  out  of  the  community-property 
system.  This  is  shown  by  the  following  tables: 


Returns  filed  in  community-property  States  in  1938 


Total 
number 
of  returns 

Com¬ 

munity- 

property 

returns 

Percent 
of  total 

Arizona _  __  _  ..  _  _  _  .  _ _  _ 

20,447 

713 

3.49 

California.  .  .  .  ...  ... 

523, 696 

22, 859 

4. 36 

Idaho _  _ 

13,  223 

411 

3.11 

Louisiana.  .  ...  .....  .  ..... 

59,019 

3,  776 

6.40 

Nevada..  ....  . . . 

8,  969 

339 

3.78 

New  Mexico..  .  . 

13,690 

608 

4.44 

Texas _  _ _ _  _  _ _ _ _ _ _ 

205,  254 

13,375 

6.  52 

Washington1 _  .  .  _  .............  .  ... 

106,472 

3,  336 

3.13 

Total 

950,  770 

45,417 

4.78 

1  Includes  Alaska. 


Net  income  shown  on  returns  filed  in  community-property  States,  1938 


State 

Total  net 
income,  all 
returns 

Net  income, 
community- 
property 
returns 

Percent 
of  total 

Arizona .  . .  .  .  ... 

$56,  359, 000 

$6,  832, 000 

12.12 

California. .  ...  .... 

1,569,974,000 

274,429,000 

17.48 

Idaho.  ...  _  _  .  _  .  _  ..  _  _ 

34,180, 000 

3, 489, 000 

10.  21 

Louisiana  .  ..  . . 

191,541,000 

43,137,  000 

22.  52 

Nevada.. . .  . . . 

27.  989,  000 

3,712,  000 

13.  26 

New  Mexico..  _  _ : _ _  _ _ 

39,  211,000 

5, 472,  000 

10.  50 

683  096,  000 

162  973  000 

23  86 

Washington  1  .  . . 

275,061,000 

30, 775,  000 

11.19 

Total .  .  . . .   .  .  . . .  ...  

2,877,411,000 

530.819,000 

18.45 

1  Includes  Alaska. 


Source:  Statistics  of  Income  1938. 
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Comparison  of  number  of  community-property  returns  filed  in  193S  by  net-income 
classes  to  total  number  of  returns  filed  in  the  8  community-property  States 


Net-income  class 

Total  num¬ 
ber  of  returns 
filed 

Community- 

property 

returns 

Percent 
community- 
property  re¬ 
turns  to  total 
returns 

Under  $5,000 _ 

858.882 

0 

$5,000  to  $10,000 _ 

69. 789 

30,  534 

43.75 

$10,000  to  $15,000 _ _ _ _ 

10,907 

7,384 

67.70 

$15,000  to  $25,000 _ 

6,461 

4,381 

67.81 

$25,000  to  $50.000 _ 

3,487 

2,331 

66.85 

$50,000  to  $100,000 _ 

969 

636 

65.63 

Over  $100,000 _ 

275 

151 

54.91 

Total . . . .  .  _  ... 

950,  770 

45,417 

4.78 

Source:  Statistics  of  Income,  1938. 


Not  only  does  this  tax  saving  benefit  only  a  few  individuals  in  the 
community-property  States,  but,  as  shown  by  the  following  table,  less 
than  1  percent  of  the  total  returns  filed  in  the  country  represent 
community-property  returns. 


Individual  returns  with  net  income  ( excluding  fiduciary  returns),  1938,  by  sex  and 
family  relationship:  number  of  returns,  net  income,  and  percentages 


Returns 

Net  income 

Family  relationship 

Number 

Percent 
of  total 

Amount 
(thousands 
of  dollars) 

Percent 
of  total 

Joint  returns  of  husbands,  wives,  and  dependent  children, 
and  returns  of  either  husband  or  wife  when  no  other 

return  is  filed  _  ...  _  ...  . _  .. 

2, 866, 026 

46.  60 

10,001,384 

53.60 

Separate  returns  of  husbands  and  wives: 

Men _ _  _  _  _  _  . 

152, 654 

2.48 

1, 593, 939 
693, 027 

8.54 

Women _  _  _  . 

153, 143 

2.  49 

3.71 

Heads  of  families: 

Single  men  and  married  men  not  living  with  wives _ 

395, 073 

6.  42 

1,040,372 

5.58 

Single  women  and  married  women  not  living  with 

husbands  -  .  ...  . . . 

210, 143 

3.  42 

472,  994 

2.53 

Not  heads  of  families: 

Single  men  and  married  men  not  living  with  wives___ 

1,418,  385 

23.06 

2,611, 197 

13.  99 

Single  women  and  married  women  not  living  with 

husbands _  _  _  _  _ 

909,  935 

14.79 

1,717, 196 

9.20 

Community-property  returns  _  .  _ 

45,417 

.74 

530,819 

2.  85 

Total,  individual  returns  with  net  income . . 

6, 150,  776 

100.  00 

18,  660,  929 

100.  00 

Source:  Statistics  of  Income,  1938. 


5.  Alimony  and  separate  maintenance  payments.— Under  the  existing 
law  periodic  payments  of  alimony  or  for  separate  maintenance  are 
not  deductible  from  the  gross  income  of  the  spouse  making  such  pay¬ 
ments  and  are  not  taxable  to  the  spouse  receiving  them.  Thus,  for 
example,  a  husband  is  taxed  upon  his  entire  income  even  though  a 
considerable  amount  thereof  may  be  going  periodically  to  his  spouse 
or  to  his  former  spouse  under  a  court  decree  or  under  a  written  instru¬ 
ment  incident  to  a  divorce  or  separation.  This  situation  has  resulted 
in  substantial  hardship  in  certain  cases.  Your  committee  bill  there¬ 
fore  provides  that  periodic  payments  of  alimony  or  for  separate  main¬ 
tenance  shall,  in  taxable  years  beginning  after  December  31,  1941,  be 
includible  in  the  gross  income  of  the  recipient  and  shall  be  deductible 
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from  the  gross  income  of  the  payor.  Likewise,  in  the  case  of  trusts 
for  the  payment  of  alimony  or  separate  maintenance,  the  bill  provides 
that  the  trust  income  shall  be  taxed  to  the  beneficiary,  rather  than 
to  the  grantor. 

II.  Corporation  Income  and  Excess-Profits  Taxes 

1.  CORPORATION  NORMAL  TAX 

The  existing  rate  of  normal  tax  applicable  to  corporate  incomes 
generally  is  equivalent  to  24  percent.  This  percentage  is  the  sum  of 
22.1  and  1.9,  the  former  being  the  basic  rate  applicable  to  net  incomes 
for  taxable  years  beginning  after  December  31,  1939,  and  the  latter 
being  the  10  percent  increase  over  the  basic  rate  of  19  percent,  which 
was  made  applicable  by  the  Revenue  Act  of  1940  (though  subse¬ 
quently  increased  to  22.1  by  the  Second  Revenue  Act  of  1940)  to 
taxable  years  beginning  after  December  31,  1939.  The  integration 
of  the  defense-tax  rate  of  1.9  percent  with  the  basic  rate  removes 
considerable  confusion  and  at  the  same  time  accomplishes  the  result 
of  the  House  bill  in  making  the  defense  tax  permanent. 

The  existing  rates  (including  the  defense-tax  rates)  applicable  to 
corporate  net  incomes  of  $25,000  or  under  are  graduated  as  follows: 
14.85  percent  on  normal  tax  net  incomes  not  in  excess  of  $5,000;  16.5 
percent  on  the  portion  of  such  net  income  in  excess  of  $5,000  and  not 
in  excess  of  $20,000 ;  and  18.7  percent  on  the  excess  over  $20,000.  The 
committee  bill  integrates  the  defense  tax  applicable  to  such  net 
incomes  and  at  the  same  time  rounds  them  off  to  15,  17,  and  19 
percent,  respectively. 

These  rate  changes  require  an  appropriate  rate  change  in  the  tax 
on  corporate  net  incomes  somewhat  in  excess  of  $25,000.  That  tax  is 
the  lesser  of  an  amount  equivalent  to  24  percent  of  the  total  net 
income  and  an  amount  equivalent  to  the  sum  of  $4,250  and  37  percent 
of  the  net  income  in  excess  of  $25,000.  The  amount  of  net  income 
upon  which  the  tax  is  the  same,  under  whichever  of  these  two  methods 
it  is  computed,  is  $38,461.54.  The  purpose  of  this  so-called  notch 
provision  is,  of  course,  to  avoid  an  abrupt  ascent  from  an  effective 
rate  of  17  percent  (the  tax  on  a  net  income  of  $25,000  is  $4,250,  or 
17  percent)  to  one  of  24  percent. 

2.  CORPORATION  SURTAX 

The  House  bill  imposed  upon  corporations  a  surtax  of  5  percent  of 
the  first  $25,000  of  surtax  net  income  and  6  percent  of  the  balance. 
Your  committee  bill  increases  these  rates  to  6  and  7  percent,  respec¬ 
tively.  As  stated  in  the  report  of  the  Committee  on  Ways  and  Means, 
the  surtax  is  employed  as  the  only  means  of  reaching  income  from  the 
large  volume  of  partially  tax  exempt  Federal  securities  held  by  corpo¬ 
rations.  Of  the  total  amount  outstanding,  nearly  $31,000,000,000, 
over  51  percent  is  held  by  banks  and  nearly  20  percent  by  insurance 
companies. 

Your  committee  also  made  a  change  in  the  corporate  surtax  base, 
the  purpose  of  this  change  being  to  effect  the  equitable  operation  of  the 
tax.  Linder  the  House  bill,  corporation  surtax  net  income  is  defined 
as  the  net  income  minus  the  credit  for  dividends  received  provided 
for  in  section  26  (b)  of  the  Internal  Revenue  Code.  The  credit 
allowed  is  85  percent  of  the  amount  of  such  dividends  but  is  subject 
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to  the  limitation  that  it  may  not  exceed  85  percent  of  the  adjusted 
net  income.  Adjusted  net  income,  for  the  purposes  of  the  corporate 
income  tax,  is  defined  as  the  net  income  minus  the  credit  for  interest 
on  obligations  of  the  United  States  and  its  instrumentalities  which  is 
allowed  to  an  individual  as  a  credit  for  the  purposes  of  his  normal  tax. 
Inasmuch  as  such  interest  is  included  by  the  bill  in  surtax  net  income 
for  the  purposes  of  the  corporate  surtax,  it  is  thought  to  be  in  the 
interest  of  the  fair  operation  of  the  tax  to  substitute  for  the  limitation 
under  the  House  bill  a  limitation  based  on  the  amount  of  the  net 
income. 

3.  EXCESS-PROFITS  TAX 

Special  10  percent  excess-profits  tax. — Your  committee  bill  eliminates 
the  provision  of  the  House  bill  imposing  a  special  tax  of  10  percent 
upon  the  excess  of  the  adjusted  excess-profits  net  income  computed 
under  the  income  credit  over  the  adjusted  excess-profits  net  income 
computed  under  the  invested  capital  credit. 

While  in  sympathy  with  the  stated  objective  of  the  proposed  tax — 
to  reach  profits  which,  though  substantially  in  excess  of  those  of  the 
base  period,  escape  excess-profits  tax  by  reason  of  the  allowance  of 
the  credit  based  on  invested  capital — your  committee  believes  tin  t 
it  is  inconsistent  with  the  fundamental  policy  of  Congress  as  expressed 
in  the  existing  excess-profits  tax  law.  The  inconsistency  would  be 
more  pronounced,  in  fact,  under  both  the  House  and  the  Finance 
Committee  bills,  in  view  of  the  fact  that  both  disallow  normal  tax  as 
a  deduction  in  determining  excess  profits  net  income.  The  effect 
of  the  disallowance  upon  the  excess-profits  credit,  especially  in  the 
case  of  the  credit  computed  on  the  basis  of  invested  capital,  is  to 
improve  the  effectiveness  of  the  excess-profits  tax  and,  therefore, 
correspondingly  to  reduce  the  effectiveness  of  the  invested  capital 
credit  as  a  relief  measure. 

The  elimination  of  this  special  10-percent  tax  is  also  justifiable,  in 
the  opinion  of  your  committee,  on  the  ground  that  in  many  cases  the 
earnings  of  the  base  period  do  not  provide  the  proper  measure  for  the 
determination  of  excess  profits  in  the  taxable  period.  Many  circum¬ 
stances  may  have  existed  in  the  base  period  as  a  result  of  which  earn¬ 
ings  at  that  time  were  quite  abnormal.  In  the  case  of  corporations 
organized  in  the  first  or  a  subsequent  year  of  the  base  period,  the 
average-earnings  credit  would  likewise  be  entirely  inadequate. 

In  the  absence  of  this  tax  there  is  no  need  for  the  complementary 
provision  of  the  House  bill  under  which  the  disclaimer  of  credit  was 
restricted  to  the  invested  capital  credit. 

Corporations  mining  strategic  metals. — Section  206  of  the  House 
bill  repeals  section  731  of  the  Internal  Revenue  Code,  a  provision 
exempting  from  excess-profits  tax  income  derived  from  the  mining  of 
tungsten,  quicksilver,  manganese,  platinum,  antimony,  chromite,  or 
tin.  In  striking  out  this  section  of  the  House  bill  your  committee 
leaves  the  existing  exemption  unchanged. 

It  was  felt  that  the  discontinuance  of  the  exemption  would  operate 
unfairly  to  corporations  which  had  proceeded  in  the  establishment  and 
extension  of  the  mining  properties  affected.  These  enterprises,  more¬ 
over,  have  the  character  largely  of  emergency  enterprises,  and  the 
purpose  of  the  existing  provision  was  mainly  to  encourage  the  dis¬ 
covery  and  production  of  the  metals  mentioned.  It  is  conceded  that 
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the  production  of  such  metals  in  normal  times  is  largely  in  foreign 
countries  and  that  after  the  existing  emergency  is  over  their  importa¬ 
tion  will  be  resumed. 

Reversal  oj  the  deduction  for  income  and  excess-profits  faxes.— While 
your  committee  bill  makes  no  change  in  this  provision  of  the  House 
bill,  it  is  felt  that  the  following  explanation  taken  from  the  report  of 
the  Committee  on  Ways  and  Means  relative  to  this  provision  may  be 
of  value. 

Under  existing  law,  the  income  tax  is  allowed  as  a  deduction  in  the  computation 
of  the  excess-profits  tax.  It  seems  unfair  to  allow  that  part  of  the  income  tax 
which  is  computed  on  income  which  is  not  subject  to  the  excess-profits  tax  to 
reduce  the  excess-profits  net  income.  Canada  allows  only  that  part  of  the  income 
tax  which  is  computed  upon  income  subject  to  the  excess-profits  tax.  Under  the 
World  War  Act,  the  excess-profits  tax  was  allowed  as  a  deduction  in  computing 
the  normal  tax,  but  the  normal  tax  was  not  allowed  as  a  deduction  in  computing 
the  excess-profits  tax.  This  is  also  the  rule  which  is  now  applied  by  the  British. 
The  tax  result  in  Canada  is  practically  the  same  as  the  British  rule  and  our  1918 
rule.  However,  it  is  believed  that  the  World  War  rule  is  much  simpler  in  its 
application.  Your  committee  has,  therefore,  deemed  it  advisable  to  return  to 
the  1918  rule,  and  has  disallowed  the  deduction  of  income  taxes,  both  in  the  base 
period  and  in  the  taxable  year,  in  computing  the  excess-profits  tax.  The  deduc¬ 
tion  is  allowed  in  computing  both  the  normal  tax  and  the  surtax.  The  effect  of 
the  reversal  of  the  deduction  is  that  the  8-percent  credit  on  invested  capital  pro¬ 
vided  in  the  bill  is  equivalent  to  a  credit  on  invested  capital  of  5.6  percent  after 
deduction  of  the  normal  tax  and  surtax,  and  the  7-percent  credit  on  invested 
capital  is  equivalent  to  a  credit  on  invested  capital  of  4.9  percent  after  deduction 
of  the  normal  tax  and  surtax. 

In  lieu,  however,  of  the  example  contained  in  the  W  ays  and  Means 
Committee  report  showing  the  effect  of  this  provision,  the  following 
example  is  substituted  so  as  to  reflect  the  changes  in  surtax  rates 
made  by  your  committee  bill: 

Corporation  with  an  excess-profits  credit  of  $10,000,000,  either 
under  the  average-earnings  or  invested-capital  method,  and  a  taxable 
year’s  net  income  of  $12,000,000,  or  $2,000,000  in  excess  of  its  excess- 
profits  credit  which  it  made  from  defense  contracts. 


WITHOUT  REVERSAL  OF  CREDIT 

Net  income _  $12,  000,  000 

Less  normal  and  surtax: 

Normal  tax  at  24  percent _ $2,  880,  000 

Surtax  6  percent  on  first  $25,000 -  1,  500 

7  percent  on  balance _ _ _  838,  250 


Total  normal  and  surtax 


3,  719,  750 


Net  income  less  normal  and  surtax _ : -  8,  280,  250 

Excess-profits  credit _  10,  000,  000 

Excess-profits  carry-over _  1,  719,  750 


WITH  REVERSAL  OF  CREDIT 


Net  income _  12,  000,  000 

Excess-profits  credit _  10,  000,  000 

Adjusted  excess-profits  net  income _  2,  000,  000 

Tax 

First  $500,000 _  254,  000 

Balance  at  60  percent _  900,  000 

Total  excess-profits  tax _  1,  154,  000 
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NORMAL  AND  SURTAX 


Net  income _  12,  000,  000 

Less  excess-profits  tax _  1,  154,  000 

Normal  tax  net  income _  10,  846,  000 


Normal  tax  at  24  percent _  $2,  603,  040 

Surtax  6  percent  first  $25,000 _  1,  500 

Balance  at  7  percent _  757,  470 


Total  normal  and  surtax _  3,  362,  010 

Plus  excess-profits  tax _  1,  154,  000 

Total  tax  with  reversal  of  credit _  4,  516,  010 

Total  tax  without  reversal  of  credit _  3,  719,  750 

Increased  amount  of  tax _  796,  260 


In  the  above  case,  it  will  be  noted  that  without  the  reversal  of 
credit  this  corporation,  although  it  made  an  excess  profit  of  $2,000,000 
out  of  defense  contracts,  pays  no  excess-profits  tax  and  would  have  a 
carry-over  credit  of  $1,719,750  to  apply  against  its  excess  profits  in 
the  following  year,  whereas  under  the  reversal  of  credit  it  would  pay 
$1,154,000  excess-profits  tax,  plus  $3,362,101  normal  and  surtax,  or  a 
total  of  $4,516,010,  or  $796,260  more  than  it  would  pay  without  the 
reversal  of  credit. 


4.  EXCHANGES  AND  DISTRIBUTIONS  IN  OBEDIENCE  TO  ORDERS  OF 
SECURITIES  AND  EXCHANGE  COMMISSION 

Supplement  R  of  chapter  1  of  the  Internal  Revenue  Code  contains 
provisions  governing  the  nonrecognition  of  gain  or  loss  and  the  basis 
for  determining  gain  or  loss  upon  exchanges  and  distributions  in 
obedience  to'  orders  of  the  Securities  and  Exchange  Commission. 
Section  373  of  the  code  contains  a  definition  of  such  orders,  and  one 
of  the  limitations  under  that  definition  is  that  the  order  must  be 
issued  after  May  28,  1938,  and  prior  to  January  1,  1941.  The  com¬ 
mittee  bill  contains  a  new  provision  under  which  the  existing  period 
of  issuance  is  extended  to  January  1,  1943.  The  amendment  is  de¬ 
signed  to  extend  the  advantages  of  the  supplement  to  exchanges  and 
distributions  the  order  for  which  by  the  Securities  and  Exchange  Com¬ 
mission  cannot  he  issued  within  the  limited  period  provided  for  in 
existing  law. 

III.  Capital  Stock  Tax  and  Declared  Value  Excess  Profits  Tax 
i.  capital-stock  tax 

The  House  bill  increased  the  capital -stock  tax  rate  from  $1.10  ($1 
plus  10  cents  defense  tax)  per  $1,000  of  adjusted  declared  value  to 
$1.25,  effective  for  the  year  ending  June  30,  1941.  In  addition,  the 
Commissioner  of  Internal  Revenue  extended  the  time  for  filing  re¬ 
turns  and  paying  the  tax  for  such  year  until  September  29,  1941. 
This  is  the  longest  extension  of  time  permissible  under  existing  law. 

Your  committee  bill  retains  the  rate  provided  in  the  House  bill. 
In  addition,  it  authorizes  the  Commissioner  to  extend  the  time  for 
filing  returns  and  paying  the  tax  for  the  year  ending  June  30,  1941, 
to  not  more  than  90  days.  This  will  permit  an  extension  of  30  days 
beyond  September  29,  1941. 
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Under  existing  law  corporations  must  declare  this  year  a  capital 
stock  valuation  binding  upon  them  for  this  year  and  the  two  subse¬ 
quent  years.  Because  of  the  great  difficulty  under  present  conditions 
in  estimating  future  income,  particularly  in  view  of  the  possible  re¬ 
strictions  that  may  result  from  priorities,  your  committee  deems  it 
equitable  to  allow  an  annual  declaration  of  capital  stock  value. 

2.  DECLARED  VALUE  EXCESS-PROFITS  TAX 

The  House  bill  makes  permanent  the  10-percent  defense  tax  as 
applied  to  the  declared  value  excess-profits  tax.  Here,  as  in  the  in¬ 
come  tax,  it  is  felt  desirable  to  integrate  the  defense  tax  into  the  basic 
declared  value  excess-profits  rates.  Thus  the  basic  rate  of  6  percent 
becomes  Q%o  and  the  12  percent  rate  becomes  13%o.  No  change  in 
the  effective  rate  is  accomplished  thereby. 

IV.  Estate  and  Gift  Taxes 


The  House  bill  increased  the  estate  and  gift  tax  rates  and  made 
permanent  the  10-percent  defense  tax.  The  Finance  Committee  bill 
retains  the  rate  increases  but  integrates  in  these  basic  rates  the  10- 
percent  defense  tax  instead  of  having  it  apply  as  a  separate  computa¬ 
tion.  In  adding  10  percent  to  the  estate  tax  rates  in  the  brackets, 
fractions  of  percentages  have  been  avoided. 

The  following  table  shows  the  bracket  rates  under  the  House  bill 
and  those  under  the  Finance  Committee  bill  along  with  the  cumula¬ 
tive  tax  on  the  higher  amount  shown  in  the  bracket.  It  should  be 
noted  that  to  the  tax  as  computed  under  the  House  bill  the  defense 
tax  adds  10  percent  of  the  amount  of  the  tax  so  computed,  while 
under  the  Finance  Committee  biii  the  defense  tax  is  integated  into  the 
rates  shown. 


Net  estate 

House  bill 

Finance  Committee 
hill 

Bracket 

rate 

Cumulative 
tax  on 
higher 
amount 

Bracket 

rate 

Cumulative 
tax  on 
higher 
amount 

Percent 

Percent 

0  to  $5,000 _ 

3 

$150 

3 

$150 

$5,000  to  $10,000 _ _ _ _ 

7 

500 

7 

500 

$10,000  to  $20,000 _ 

10 

1,  500 

11 

1,  600 

$20,000  to  $30,000 _ 

13 

2, 800 

14 

3,  000 

$30,000  t.o  $40,000 _ 

16 

4,  400 

18 

4,800 

$40,000  to  $50,000 _ 

20 

6,  400 

22 

7, 000 

$50,000  to  $60,000 _ 

23 

8,  700 

25 

9,  500 

$60,000  to  $100,000 _ 

25 

18,  700 

28 

20,  700 

$100,000  to  $250,000 _ 

27 

59,  200 

30 

65,  700 

$250,000  to  $500,000 _ 

20 

131,  700 

32 

145,  700 

$500,000  to  $750,000 _ 

32 

211,700 

35 

233,  200 

$750,000  to  $1,000,000 _ 

34 

296,  700 

37 

325,  700 

$1,000,000  to  $1,250,000 _ 

36 

386,  700 

39 

423,  200 

$1,250,000  to  $1,500,000 _ 

38 

481,  700 

42 

528,  200 

$1,500,000  to  $2,000,000 _ 

41 

686,  700 

45 

753,  200 

$2,000,000  to  $2,500,000 _ 

45 

911,  700 

49 

998, 200 

$2,500,000  to  $3,000,000 _ 

48 

1, 151,  700 

53 

1,  263,  200 

$3,000,000  to  $3,500,000 _ 

51 

1,  406,  700 

56 

1,  543,  200 

$3,500,000  to  $4,000,000 _ 

54 

1,  676,  700 

59 

1,  838,  200 

$4,000,000  to  $5,000,000 _ 

58 

2,  256,  700 

63 

2,  468,  200 

$5,000,000  to  $6,000,000 _ 

61 

2,  866,  700 

67 

3, 138,  200 

$6,000,000  to  $7,000,000 _ 

64 

3,  506,  700 

70 

3,  838,  200 

$7,000,000  to  $8,000,000 _ 

66 

4,  166,  700 

73 

4,  568,  200 

$8,000,000  to  $10,000,000 _ 

69 

5,  546,  700 

76 

6,  088,  200 

Over  $10,000,000 

70 

77 
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The  following  table  shows  a  comparison  of  the  Federal  estate  tax 
burden  (before  allowance  of  credit  for  State  death  taxes)  under 
•existing  law,  the  House  bill,  and  under  the  Finance  Committee  bill 
upon  net  estates  (before  exemption)  of  selected  sizes: 


Amount  of  tax 

Effective  rate 

Increase  in  tax  over  present  law 

Net  estate 
before 
exemption 

Finance 

Com¬ 

mittee 

bill 

Amount 

Percent 

Present 
law  1 

House 
bill  i 

Finance 
Commit¬ 
tee  bill 

Pres¬ 
ent 
law  1 

House 
bill  i 

House 
bill  i 

F  inance 
Com¬ 
mittee 
bill 

House 
bill  i 

Finance 

Com¬ 

mittee 

bill 

.$50,000 .  . 

$220 

$550 

$500 

Per¬ 

cent 

0.4 

Per¬ 

cent 

1. 1 

Percent 

1.0 

$330 

$280 

150.0 

127.3 

$60,000 _ 

660 

1.650 

1,600 

1.  1 

2.8 

2.  7 

990 

940 

150.0 

142.  4 

.$80,000 _ 

2,200 

4,  840 

4. 800 

2.8 

6.  1 

6.0 

2,  640 

2,600 

120.0 

118.  2 

..$100,000 _ 

4,  620 

9,  570 

9,  ,500 

4.6 

9.6 

9.5 

4,  950 

4,  880 

107.  1 

105.6 

..$200,000 _ 

21,  660 

38,  270 

38,  700 

10.8 

19.  1 

19.4 

16.  610 

17,  040 

76.  7 

78.7 

4400,000 _ 

63,  780 

99,  530 

100, 900 

15.9 

24.  9 

25.2 

35,  750 

37, 120 

56.  1 

58.2 

$600,000 _ 

112,  340 

164,  590 

166, 700 

18.7 

27.4 

27.8 

52,  250 

54,  360 

46.  5 

48.  4 

$800,000 _ 

167,  340 

234,  330 

236, 900 

20.  9 

29.3 

29.  6 

66, 990 

69,  560 

40.0 

41.6 

$1,000,000 _ 

228,  780 

308, 090 

310,  900 

22.9 

30.8 

31.  1 

79,310 

82.  120 

34.  7 

35.9 

$2,000,000 _ 

588,  000 

727,  370 

735,  200 

29.4 

36.3 

36. 8 

139, 370 

147,  200 

23.7 

25.  0 

.$4,000,000 _ 

1 , 499,  640 

1,  792,  570 

1,814,600 

37.5 

44.8 

45.  4 

292, 930 

314,  960 

19.  5 

21.0 

.$6,000,000 _ 

2,  655,  140 

3,  075,  450 

3,  1 1 1 . 400 

44.3 

51.3 

51.9 

420,310 

456,  260 

15.8 

17.2 

$10,000,000... 

5,  323,  500 

5,  964,  250 

6,  057,  800 

53.2 

59.  6 

60.  6 

640,  750 

734,  300 

12.0 

13.8 

.$20 ,000. 000.. 

12,  532,  700 

13,  503,  890 

13,  757,  400 

62.  7 

67.5 

08.8 

971,  190 

1,  224,  700 

7.7 

9.8 

$40,000,000  . 

27,391,820 

28,  583.  890'29, 157,400 

68.5 

71.4 

72.9 

1.  192.  070 

1 ,  765.  580 

4.4 

6.  4 

$60,000,000  .. 

42,  361,380 

43,  663,  890144,  557, 400 

70.6 

72.8 

74.3 

1,  302,  510 

2.  196.  020 

3. 1 

5.  2 

$100,000,000.. 

72,  521, 380 

73,  823,  890 

75,  357,  400 

72.5 

73.8 

75.4 

1,302,510 

2,  836,  020 

1.8 

3.9 

1  Includes  the  defense  tax  which  is  equal  to  10  percent  of  the  Federal  tax  after  allowance  of  the  credit  for 
.State  death  taxes  (the  credit  for  State  death  taxes  is  assumed  to  be  80  percent  of  the  tax  imposed  under  the 
1926  act). 


As  under  both  the  existing  law  and  the  House  bill,  the  gift  tax  rates 
are  fixed  at  three-fourths  of  the  comparable  bracket  rates  of  the  estate 
tax.  The  following  table  compares  the  gift  tax  rates  under  the  House 
hill  with  those  under  the  Finance  Committee  hill  and  shows  the 
cumulative  tax  on  the  higher  amount  shown  in  the  brackets.  As 
under  the  estate  tax,  it  should  be  noted  here  also  that  the  10  percent 
•defense  tax  is  added  to  the  tax  as  computed  under  the  rates  of  the 
House  bill,  while  under  the  Finance  Committee  bill  the  defense  tax  is 
integrated  into  the  rates  shown. 
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Net  gilt 

House  bill 

Finance  Committee 
bill 

Bracket 

rate 

Cumulative 
tax  on 
higher 
amount 

Bracket 

rate 

Cumulative 
tax  on 
higher 
amount 

Percent 

Percent 

$0  to  $5,000 _ _ _ 

2. 25 

$112.5 

2.  25 

$112.  5 

$5,000  to  $10,000 _ 

5.  25 

375 

5.  25 

375 

$10,000  to  $20,000 _ 

7.  50 

1, 125 

8.  25 

1,200 

$20,000  to  $30,000 _ 

9.  75 

2,  100 

10.  50 

2,250 

$30,000  to  .$40,000 _ 

12.  00 

3,  300 

13.  50 

3,600 

$40,000  to  $50,000 _ 

15.  00 

4,800 

16.  50 

5,  250 

$50,000  to  $60,000 _ 

17.  25 

6,  525 

18.  75 

7,125 

$30,000  to  $100,000 _ 

18.  75 

14,  025 

21.00 

15,  525 

$100,000  to  $250,000 _ 

20.  25 

44,  400 

22.50 

49,  275 

$250,000  to  $500,000 _ 

21.75 

98,  775 

24.  00 

109,  275 

$500,000  to  $750,000 _ 

24.  00 

158,  775 

26.  25 

174,  900 

$750,000  to  $1,000,000 _ 

25.  50 

222,  525 

27.  75 

244,  275 

$1,000,000  to  $1,250,000 _ 

27.00 

290,  025 

29.  25 

317,  400 

$1,250,000  to  $1,500,000 _ 

28.  50 

361,  275 

31.50 

396, 150 

$1,500,000  to  $2,000,000 _ 

30.  75 

515,  025 

33.  75 

564,  900 

$2,000,000  to  $2,500,000 _ 

33.75 

683,  775 

36.  75 

748,  650 

$2,500,000  to  $3,000,000 _ 

36.  00 

863, 775 

39.  75 

947.  400 

$3,000,000  to  $3,500,000 _ 

38.  25 

1,  055,  025 

42.  00 

1, 157,400 

$3,500,000  to  $4,000,000 _ 

40.  50 

1,  257,  525 

44.  25 

1,378,  650 

$4,000,000  to  $5,000,000 _ 

43.  50 

1,  692,  525 

47.  25 

1,851, 150 

$5,000,000  to  $6,000,000 _ 

45.  75 

2, 150,  025 

50.  25 

2,  353,  650 

$6,000,000  to  $7,000,000 _ 

48.00 

2,  630,  025 

52.50 

2,  878,  650 

$7,000,000  to  $8,000,000 _ 

49.  50 

3, 125,  025 

54.  75 

3,  426, 150 

$8,000,000  to  $10,000,000 _ 

51.  75 

4, 160,  025 

57.  00 

4,  566, 150 

Over  $10,000,000  _ _ 

52.  50 

57.  75 

V.  Excise  Taxes 

1.  DISTILLED  SPIRITS 

Under  existing  law  the  tax  on  distilled  spirits  (other  than  brandy) 
is  $3  per  proof  gallon  and  on  brandy  $2.75.  The  House  bill  increased 
these  taxes  by  $1,  making  the  distilled  spirits  tax  $4  and  that  on 
brandy  $3.75.  Your  committee  bill  eliminates  this  differential  between 
brandy  and  other  distilled  spirits  and  applies  the  $4  rate  to  brandy 
as  well  as  other  distilled  spirits. 

2.  WINES 

The  House  bill  increased  the  tax  on  wines  containing  not  more  than 
14  percent  of  alcohol  from  6  cents  per  gallon  to  8  cents;  on  wines  con¬ 
taining  more  than  14  percent  but  not  more  than  21  percent  of  alcohol, 
from  18  cents  to  24  cents;  and  on  wines  containing  more  than  21  per¬ 
cent  but  not  more  than  24  percent  of  alcohol,  from  30  cents  to  50  cents. 
Wines  containing  more  than  24  percent  of  alcohol  are  taxed  as  distilled 
spirits. 

It  was  pointed  out  by  the  Treasury  Department  that  even  these 
increases  were  not  sufficient  to  bring  the  tax  on  wines  to  a  comparable 
basis  with  the  taxes  on  other  alcoholic  beverages.  Consequently, 
your  committee  recommends  that  the  8-cent,  rate  be  increased  to  10 
cents,  the  24-cent  rate  increased  to  35  cents,  and  the  50-cent  rate 
increased  to  65  cents.  Likewise,  the  rate  of  4  cents  for  each  one-half 
pint  of  champagne  and  sparkling  wine,  provided  in  the  House  bill,  is 
increased  to  7  cents,  and  the  rate  on  artificially  carbonated  wine  and 
on  liqueurs  and  cordials  is  increased  from  2%  cents  to  3K  cents  per 
one-half  pint. 
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3.  ADMISSIONS  TAX 


Under  existing  law  amounts  paid  for  admissions  of  less  than  21 
cents  are  exempt  from  the  tax  on  admissions.  The  House  bill  reduced 
the  exemption  to  amounts  of  less  than  10  cents.  Your  committee  bill 
eliminates  tliis  exemption  entirely.  In  addition,  the  tax  rate  provided 
in  the  House  bill  of  1  cent  for  each  10  cents  or  fraction  thereof  of  the 
amounts  paid  for  admission  has  been  replaced  by  the  following 
schedule  of  rates: 


If  the  amount  charged  is — 

Not  over  10  cents _ 

Over  10  cents  and  not  over  15  cents 
Over  15  cents  and  not  over  20  cents 
Over  20  cents  and  not  over  25  cents 
Over  25  cents  and  not  over  35  cents 
Over  35  cents  and  not  over  40  cents 
Over  40  cents  and  not  over  45  cents 
Over  45  cents  and  not  over  50  cents 
Over  50  cents _ 


I 


The  tax  shall  be — 

1  cent. 

2  cents. 

3  cents. 

4  cents. 

5  cents. 

6  cents. 

7  cents. 

8  cents. 

15  percent  of  the  amount 
charged;  fractions  of  % 
cent  or  more  shall  be  in¬ 
creased  to  1  cent; 
smaller  fractions  shall 
be  disregarded. 


Under  existing  law  in  the  case  of  persons  admitted  free  or  at  reduced 
rates,  a  tax  based  on  the  established  charge  applies,  except  when  the 
person  admitted  is  a  bona  fide  employee,  municipal  officer  on  official 
business,  or  a  child  of  less  than  12  years  of  age.  The  House  bill 
extends  this  category  to  include  members  of  the  armed  forces  of  the 
United  States  and  of  the  Civilian  Conservation  Corps  when  in  uniform. 

Because  of  the  practice  now  generally  followed  by  many  motion- 
picture  theaters  of  admitting  high-scliool-age  boys  and  girls  at  reduced 
rates,  the  above  limitation  of  12  years  of  age  has  been  increased  to  18 
years  by  your  committee  bill.  Thus,  with  respect  to  persons  under 
18  years  of  age,  as  well  as  the  other  persons  above  described,  the  tax 
is  based  upon  the  amount  actually  paid  and  not  upon  the  established 
price. 

The  House  bill  strikes  from  existing  law  all  classes  of  exemptions 
from  the  admissions  tax  except  that  based  only  upon  the  amount  paid. 
Your  committee  bill  restores  the  exemption  of  admissions  to  agricul¬ 
tural  fairs  and  to  certain  concerts  conducted  by  civic  or  community 
membership  associations. 


4.  CABARET,  ROOF  GARDEN,  ETC.,  TAX 

While  your  committee  has  made  no  change  in  the  House  bill  with 
respect  to  this  tax,  it  feels  that  it  may  be  desirable  to  clear  up  a  mis¬ 
understanding  which  has  arisen  regarding  the  right  of  the  operator  of 
a  cabaret,  roof  garden,  or  similar  establishment  to  pass  on  to  the 
patrons  the  amount  of  the  tax  paid.  As  is  the  case  with  respect  to 
all  other  excise  taxes  imposed  by  the  Federal  Government,  the  law 
imposes  no  restriction  upon  the  extent  to  which  such  taxes  may  be 
passed  on  in  the  price  of  the  goods  sold  or  in  the  payment  for  services 
rendered. 
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5.  TAX  ON  TELEPHONE,  TELEGRAPH,  AND  CABLE  MESSAGES  AND  SERVICES 

Under  existing  law,  telephone,  telegraph,  and  radio  or  cable  messages 
are  taxed  in  separate  categories  and  at  separate  rates.  The  House 
bill  consolidates  these  items  and  applies  to  the  charge  for  such  mes¬ 
sages  a  tax  of  5  cents  for  each  50  cents  or  fraction  thereof  where  the 
charge  is  more  than  24  cents. 

Your  committee  bill  leaves  the  tax  on  telephone  and  radio-telephone 
conversations  as  above  described,  but  on  telegraph,  cable,  or  radio 
messages  imposes,  in  lieu  of  the  above  rates,  a  tax  of  10  percent  of 
the  amount  charged. 

The  House  bill  continued  the  present  rate  of  5  percent  upon  leased 
wire  or  talking  circuit  special  service  but  added  to  this  category 
certain  wire  and  equipment  services  such  as  teletypewriter  service, 
burglar-alarm  service,  news-ticker  service,  stock-quotation  and 
information  services.  Your  committee  bill  places  leased  wire,  tele¬ 
typewriters,  or  talking  circuit  special  service  in  one  category  and 
increases  the  tax  on  the  amounts  paid  therefor  from  5  to  10  percent. 

It  leaves  in  effect  the  5-percent  rate  with  respect  to  other  wire  and 
equipment  services  such  as  stock-quotation  and  information  services,  1 
but  specifically  excludes  news-ticker  services  where  a  general  news 
service  similar  to  that  contained  in  the  public  press  is  furnished. 
Likewise,  amounts  paid  for  burglar-  or  fire-alarm  services  are  exempted. 

The  House  bill  imposed  a  tax  of  5  percent  upon  amounts  paid  by 
subscribers  for  local  telephone  service.  The  committee  bill  increases 
this  rate  to  10  percent. 


6.  TAX  ON  SOFT  DRINKS 

The  House  bill  contains  a  tax  on  bottled  soft  drinks  of  one-sixth 
of  a  cent  per  bottle  on  bottles  to  be  sold  at  retail  for  less  than  10  cents 
per  bottle  and  at  corresponding  rates  on  bottles  to  sell  for  more  than 
10  cents.  Similarly,  taxes  were  imposed  upon  finished  or  fountain 
sirups  and  upon  carbonic-acid  gas.  It  was  demonstrated  to  your 
committee  that  these  taxes  would  prove  a  serious  hardship  upon 
bottlers,  particularly  the  smaller  ones,  and  that  the  margin  of  profit 
in  many  cases  was  less  than  the  tax  which  would  have  to  be  absorbed. 

A  tax  reduced  to  a  point  where  it  could  be  absorbed  safely  would 
produce  very  little  revenue  but  would  impose  the  same  administrative 
burden  as  the  tax  at  the  higher  rate.  Consequently,  your  committee  If 
has  stricken  this  tax  from  the  bill. 

7.  TAX  ON  ELECTRIC,  GAS,  AND  OIL  APPLIANCES 

The  House  bill  imposes  a  tax  of  10  percent  upon  the  manufacturer’s 
sale  of  electric  appliances.  It  was  pointed  out  that  the  exclusion  of 
gas  and  oil  water  heaters  and  cooking  appliances  created  an  unfair 
competitive  situation.  Consequently,  these  gas  and  oil  appliances  are 
included  in  the  taxable  category  and  are  taxed  at  the  10-percent  rate. 

8.  WASHING  MACHINES 

The  House  bill  lays  a  10-percent  tax  upon  the  manufacturer’s  sale 
of  washing  machines  of  the  kind  used  in  commercial  laundries.  Your 
committee  bill  applies  this  tax  with  respect  to  all  washing  machines. 
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9.  ELECTRIC  LIGHT  BULBS 

Your  committee  has  placed  a  tax  of  10  percent  upon  the  manu¬ 
facturer’s  sale  of  electric  light  bulbs. 

10.  retailers’  excise  taxes 

In  connection  with  the  consideration  of  these  taxes,  it  was  brought 
to  the  attention  of  your  committee  that  serious  competitive  situations 
might  arise  where  some  sellers  of  toilet  preparations,  furs,  or  jewelry 
might  advertise  or  otherwise  represent  that  the  price  for  which  these 
articles  are  to  be  sold  does  not  include  the  tax.  Consequently,  a 
provision  has  been  inserted  imposing  a  penalty  of  not  more  than  $1 ,000 
upon  any  person  who  in  connection  with  the  sale  or  lease  of  furs, 
jewelry,  or  cosmetics  makes  any  statement  intended  or  calculated  to 
lead  any  person  to  believe  that  the  price  of  such  article  does  not  include 
the  tax. 

11.  TAX  ON  THE  TRANSPORTATION  OF  PERSONS 

No  change  is  made  in  this  tax  as  contained  in  the  House  bill  except 
to  exempt  amounts  paid  for  transportation  of  not  more  than  1%  cents 
per  mile  applicable  to  round-trip  tickets  sold  to  soldiers,  sailors,  ma¬ 
rines,  and  members  of  the  Coast  Guard  when  in  uniform  and  traveling 
at  their  own  expense. 

12.  TAX  ON  COIN-OPERATED  AMUSEMENT  AND  GAMING  DEVICES 

The  House  bill  places  a  special  tax  of  $25  per  year  upon  each  coin- 
operated  amusement  or  gaming  device  maintained  for  use  on  any 
premises. 

Your  committee  divides  these  devices  into  two  categories.  Upon 
so-called  pinball  or  other  amusement  devices  operated  by  the  insertion 
of  a  coin  or  token,  the  tax  is  reduced  to  $10  per  year.  Upon  so-called 
slot  machines,  however,  the  tax  is  placed  at  $200  per  year. 

13.  INSTALLMENT  SALES 

Where  any  article  subject  to  a  manufacturers’  excise  tax  is  sold 
under  an  installment  sale  contract  before  the  effective  date  of  part 
IV  of  this  bill,  and  delivery  is  made  before  such  date,  the  tax  appli¬ 
cable  to  the  installments  after  such  date  shall  be  at  the  rate  in  force 
prior  to  such  date.  As  a  result,  the  new  taxes  imposed  by  this  bill 
or  the  increases  in  existing  taxes  are  not  applicable  to  such  installments. 

A  similar  rule  is  made  applicable  with  respect  to  the  new  retail  taxes 
imposed  by  the  bill. 

14.  OUTDOOR  ADVERTISING 

The  committee  eliminated  from  the  House  bill  the  section  imposing 
a  special  tax  on  persons  maintaining  or  controlling  the  use  of  bill¬ 
boards  for  outdoor  advertising.  The  tax,  an  annual  levy,  was  gradu¬ 
ated  on  the  basis  of  the  advertising  space  area  of  the  billboard. 

In  the  opinion  of  the  committee  this  tax  would  entail  administra¬ 
tive  expense  and  difficulties  incommensurate  with  its  value  as  a 
revenue  producer.  It  is  believed  also  that  if  such  a  tax  were  to  be 
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imposed  it  would  be  desirable  to  provide  for  an  exemption  of  billboards 
the  use  of  which  is  donated  to  the  Federal  Government  for  the  purpose 
of  aiding  it  in  recruiting  for  the  military  and  naval  forces  and  in  the 
sale  of  its  securities.  It  is  regarded  also  as  a  tax  regulatory  in  some 
degree  of  a  matter  which  might  preferably  be  left  in  the  hands  of 
State  and  local  authorities. 

15.  RADIO  BROADCASTING  STATIONS  AND  NETWORKS 

The  tax  imposed  by  the  Houfee  bill  on  persons  operating  radio 
broadcasting  stations  or  engaging  in  net  work  broadcasting  has  been 
stricken  out.  The  reasons  in  consideration  of  which  the  Ways  and 
Means  Committee  recommended  and  the  House  adopted  the  tax  are 
recognized  as  having  considerable  force,  but  it  is  believed  that  the 
peculiar  characteristics  of  this  possible  source  of  revenue  require 
careful  study  before  either  the  proper  basis  or  rate  of  tax  can  be 
satisfactorily  determined.  It  is  the  opinion  of  the  committee  also 
that  the  tax  imposed  by  the  House  bill  would  operate  with  some  un¬ 
justified  discrimination  against  this  particular  form  of  advertising. 

16.  COCONUT  OIL 

The  committee  added  to  the  House  bill  a  section  amending  chapter 
21  of  the  Internal  Revenue  Code  by  adding  at  the  end  thereof  a  new 
section,  numbered  2483,  which  provides,  under  certain  limitations, 
that  the  processing  tax  provided  for  in  that  chapter  collected  with 
respect  to  coconut  oil  wholly  of  the  production  of  Guam  or  American 
Samoa  or  produced  from  materials  wholly  of  the  growth  or  production 
of  those  islands  shall  be  held  as  separate  funds  and  paid  into  their 
respective  treasuries.  The  collections  affected  are  those  made  after 
the  date  of  the  enactment  of  the  bill. 

The  provision  is  similar  to  an  existing  provision,  section  2476  of  the 
Internal  Revenue  Code,  governing  the  disposition  of  collections  from 
the  processing  tax  on  coconut  oil  wholly  of  Philippine  production  or 
produced  from  materials  wholly  of  Philippine  growth  or  production. 

VI.  Nonessential  Federal  Expenditures 

This  amendment  establishes  a  committee  to  investigate  non- 
essential  Federal  expenditures.  The  committee  is  to  be  composed  of 
(a)  three  members  of  the  Senate  Committee  on  Finance  and  three 
members  of  the  Senate  Committee  on  Appropriations,  to  be  ap¬ 
pointed.  by  the  President  of  the  Senate;  (6)  three  members  of  the 
House  Committee  on  Ways  and  Means,  and  three  members  of  the 
House  Committee  on  Appropriations,  to  be  appointed  by  the  Speaker 
of  the  House  of  Representatives;  and  (c)  the  Secretary  of  the  Treasury 
and  the  Director  of  the  Bureau  of  the  Budget.  It  shall  be  the  duty  of 
such  committee  to  make  a  complete  study  and  investigation  of  all 
expenditures  of  the  Federal  Government  with  a  view  to  recommending 
the  elimination  or  reduction  of  all  such  expenditures  deemed  to  be 
nonessential.  The  committee  shall  report  to  the  President  and  to  the 
Congress  the  result  of  its  study  together  with  its  recommendations 
at  the  earliest  practicable  date.  It  is  given  the  authority  and  powers 
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commonly  given  to  similar  committees  of  the  Senate  and  will  operate 
under  an  appropriation  not  to  exceed  $10,000. 

Paralleling  this  action,  your  committee  also  adopted  a  committee 
resolution  calling  upon  the  Director  of  the  Budget,  under  the  Budget 
and  Accounting  Act  of  1920,  to  submit  to  the  chairman  of  your  com¬ 
mittee  a  report  showing  how  nondefense  and  nonessential  budget 
items  may  be  reduced  by  alternative  totals  of  (1)  $1,000,000,000; 
(2)  $1,500,000,000;  (3)  $2,000,000,000.  Such  report  would  be  avail¬ 
able  not  only  to  the  appropriate  committees  of  the  House  and  Senate 
but  to  the  committee  established  under  this  amendment.  The  acticn 
of  your  committee  in  this  respect  is  in  line  with  repeated  recommenda¬ 
tions  of  the  Secretary  of  the  Treasury  before  both  the  Committee  on 
Ways  and  Means  of  the  House  and  your  committee. 

Detailed  Discussion  of  the  Provisions  of  the  Bill 
TITLE  I— INDIVIDUAL  AND  CORPORATION  INCOME  TAXES 
SECTION  101.  SURTAX  ON  INDIVIDUALS 

Under  the  House  bill,  the  surtaxes  apply  upon  the  entire  surtax  net 
income  and  hence  the  exemption  from  surtax  of  the  first  $4,000  of 
surtax  net  income  found  in  existing  law  is  abolished.  The  lowest 
surtax  bracket  rate  is  5  percent  as  compared  with  4  percent  under 
existing  law.  The  surtaxes  are  increased  in  all  brackets  up  to  $750,000 
and  from  that  point  the  rates  of  existing  law  are  retained.  While  the 
rates  attributable  to  surtax  net  income  in  excess  of  $750,000  are  not 
increased,  surtaxes  payable  by  taxpayers  in  these  upper  brackets  are 
increased  by  reason  of  the  higher  rates  in  the  lower  brackets. 

Under  the  bill  as  reported  by  your  committee,  further  increases  in 
the  surtax  rates  are  made  as  the  result  of  the  integration  of  the  defense 
tax  and  the  surtax  rates.  The  lowest  surtax  bracket  rate  is  therefore 
6  percent  as  compared  with  5  percent  under  the  House  bill  and  the 
rates  on  income  in  excess  of  $750,000  are  likewise  increased,  the 
highest  rate  being  77  percent  as  compared  with  the  75  percent  con¬ 
tained  in  existing  law  and  in  the  House  bill. 

SECTION  102.  OPTIONAL  TAX  ON  INDIVIDUALS  WITH  CERTAIN  GROSS 
INCOME  OF  $3,000  OR  LESS 

Section  102  of  the  bill  adds  to  the  Internal  Revenue  Code  a  new 
supplement  designated  “Supplement  T”  and  comprising  sections  400 
to  404,  inclusive.  No  comparable  provisions  are  contained  in  the 
House  bill. 

Section  400  of  Supplement  T  imposes  a  tax  upon  individuals  whose 
gross  income  is  $3,000  or  less  and  consists  wholly  of  salary,  wages, 
compensation  for  personal  services,  dividends,  interest,  rents,  annui¬ 
ties,  or  royalties.  The  tax  is  imposed  at  the  election  of  the  taxpayer 
and  is  in  lieu  of  the  tax  imposed  by  sections  11  and  12.  If  the  tax¬ 
payer’s  gross  income  exceeds  $3,000  or  if  he  has  income  from  any 
source,  or  of  any  class,  other  than  those  specified  in  section  400,  he 
may  not  avail  himself  of  the  election.  For  instance,  the  section  is 
not  available  to  a  taxpayer  who  has  income  from  the  conduct  of  a 
business,  or  from  a  partnership  or  trust,  or  who  has  realized  gain 
from  the  sale  or  exchange  of  property.  If  a  husband  and  wife  file 
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separate  returns  under  the  section,  the  limitation  of  $3,000  applies  to' 
the  gross  income  of  each;  if  they  file  a  joint  return,  the  limitation 
applies  to  the  combined  gross  income  of  the  spouses. 

The  amount  of  the  tax  imposed  on  specified  amounts  of  gross  income 
is  determined  by  reference  to  the  schedule  set  forth  in  section  400,  a 
duplicate  of  which  will  be  printed  on  the  reverse  of  the  form  pres¬ 
cribed  for  making  a  return  of  the  tax  under  such  section.  Gross 
incomes  are  grouped  in  blocks  of  $25  with  the  same  tax  payable  for 
all  incomes  falling  within  the  particular  block.  The  tax  imposed  is 
the  amount  appearing  in  column  3  or  4  opposite  the  particular  block. 

If  the  taxpayer  is  a  single  person  who  is  not  the  head  of  a  family,  the- 
tax  imposed  is  the  amount  set  forth  in  column  3.  If  the  taxpayer  is 
the  head  of  a  family  or  a  married  person,  the  tax  imposed  is  the  amount 
set  forth  in  column  4.  If  a  taxpayer  has  one  or  more  dependents,  he 
merely  subtracts  from  his  gross  income  $400  for  each  such  dependent 
and  finds  the  block  in  which  falls  the  reduced  amount. 

The  amount  of  the  tax  imposed  in  the  various  blocks  is  the  average 
of  the  tax  imposed  by  sections  11  and  12  on  the  lower  and  upper 
limits  of  the  blocks,  reduced  by  10  percent  as  an  allowance  in  lieu  of  ■: 
deductions  from  gross  income.  The  schedule  takes  into  account  a  I 
personal  exemption  of  $750  for  a  single  person  and  $1,500  for  a  married 
person  or  the  head  of  a  family,  the  same  as  allowed  by  section  25  in 
respect  of  the  tax  imposed  by  sections  1 1  and  12. 

Section  401  prescribes  certain  rules  to  be  observed  in  the  application 
of  the  schedule  set  forth  in  section  400.  The  section  states  that  only 
a  married  person  living  with  husband  or  wife  is  to  be  deemed  a  “mar¬ 
ried  person”  for  the  purposes  of  Supplement  T,  and  specifically  defines 
a  “dependent.”  For  'the  purposes  of  this  Supplement,  the  status  of  a 
taxpayer  as  a  “married  person,”  “head  of  a  family,”  or  “dependent” 
is  to  be  determined  as  of  the  last  day  of  the  taxable  year.  Conse¬ 
quently,  the  provisions  of  section  25  (b)  (3)  relating  to  the  apportion¬ 
ment  of  the  personal  exemption  and  credit  for  dependents  by  reason 
of  a  change  of  status  during  the  taxable  year  have  no  application  in 
ascertaining  the  amount  of  the  tax  under  section  400.  Thus,  if  a 
taxpayer  has  on  the  last  day  of  the  taxable  year  a  dependent  within 
the  meaning  of  the  definition  contained  in  section  401,  lie  is  entitled 
to  reduce  his  gross  income  by  $400  in  order  to  ascertain  the  amount 
of  tax,  and  it  is  immaterial  that  the  dependent  may  have  occupied 
such  status  for  only  a  portion  of  the  taxable  year. 

Section  401  provides  that  if  a  husband  and  wife  living  together  file  Ij 
separate  returns  under  section  400,  each  shall  be  treated  as  a  single 
person.  Thus,  in  effect,  each  receives  the  benefit  of  one-half  the 
personal  exemption  allowed  a  husband  and  wife.  If  they  file  separate 
returns  and  one  spouse  elects  to  be  taxed  under  section  400,  such 
spouse  is  taxed  as  a  single  person  and  in  effect  receives  the  benefit 
of  one-half  the  personal  exemption  allowed  a  married  person.  The 
personal  exemption  and  credit  for  dependents  of  the  spouse  who 
does  not  elect  to  be  taxed  under  section  400  is  determined  under  the 
provisions  of  section  25  (b)  and  is  not  governed  by  his  status  on  the 
last  day  of  the  taxable  year.  Under  the  provisions  of  section  25  (b), 
as  amended  by  section  111  of  the  bill,  such  spouse  will  be  allowed  for 
that  portion  of  the  taxable  year  during  which  he  occupied  the  status 
of  a  married  person  living  with  husband  or  wife  one-half  of  the  personal 
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exemption  allowed  a  married  person  for  such  portion  of  the  taxable 
year. 

For  example,  H,  a  widower  having  two  dependents,  marries  W,  a 
single  person,  on  July  1,  1941.  For  the  calendar  year  1941,  they  filed 
separate  returns  and  W  elects  to  be  taxed  under  section  400.  W  is 
taxed  as  a  single  person  and,  since  she  receives  the  benefit  of  a  $750 
exemption,  she  in  effect  receives  the  benefit  of  half  the  marital  ex¬ 
emption  of  $750  for  the  second  half  of  the  year  by  reason  of  her  status 
on  the  last  day  of  the  taxable  year.  H,  who  is  taxed  under  sections 
11  and  12,  is  subject  to  the  provisions  of  section  25  (b)  (3)  requiring 
an  apportionment  of  the  personal  exemption  and  credit  for  dependents 
by  reason  of  a  change  of  status  during  the  taxable  year.  H  qualifies 
as  the  head  of  a  family  for  the  first  6  months  of  the  taxable  year  and 
as  a  married  person  living  with  husband  or  wife  for  the  last  6  months. 
Accordingly,  his  personal  exemption  is  six-twelfths  of  $1,500  for  the 
first  half  of  the  year  plus  six-twelfths  of  $750  for  the  second  half,  or 
$1,125.  Inasmuch  as  his  status  as  the  head  of  a  family  arises  from 
the  fact  that  he  maintained  a  home  for  two  dependent  children,  the 
credit  for  one  of  such  dependents  for  the  first  6  months  of  the  taxable 
year  is  disallowed.  He  is  therefore  entitled  to  a  credit  for  one  de¬ 
pendent  for  the  first  6  months  and  a  credit  for  two  dependents  for 
the  last  6  months.  His  credit  for  dependents  is  therefore  $600. 

Section  401  also  provides  that  a  married  person  who  is  not  the  head 
of  a  family  and  is  not  living  with  husband  or  wife  on  the  last  day  of  the 
taxable  year  shall  be  subject  to  the  tax  imposed  upon  a  single  person. 

An  election  to  be  taxed  under  section  400  can  be  made  only  by 
affirmative  action  of  the  taxpayer.  Section  402  provides  that  the 
election  to  be  taxed  under  section  400  shall  be  made  by  filing  a  return 
for  the  taxable  year  on  the  form  prescribed  for  making  a  return  of  the 
tax  under  this  section.  Such  an  election  once  made  is  irrevocable. 
Consequently,  such  election  may  not  be  changed  by  an  amended 
return.  Moreover,  if  for  any  taxable  year  the  taxpayer  makes  a 
return  without  regard  to  this  supplement  he  may  not  thereafter  elect 
for  such  taxable  year  to  have  his  tax  computed  under  this  supplement. 
If  the  taxpayer  fails  to  file  a  return  for  the  taxable  year  and  the  Com¬ 
missioner  or  the  collector  makes  a  return  under  the  authority  of 
section  3612,  such  return  shall  be  made  without  regard  to  the  pro¬ 
visions  of  this  supplement  and  the  taxpayer  shall  be  deemed  to  have 
lost  his  right  to  make  an  election  for  the  taxable  year  under  this 
supplement. 

Section  403  provides  that  the  provisions  of  section  31  (relating  to 
foreign  tax  credit)  and  section  32  (relating  to  taxes  withheld  at  source) 
shall  not  apply  with  respect  to  the  tax  imposed  by  Supplement  T. 
This  provision  is  necessary  in  the  interest  of  simplicity.  If  substan¬ 
tial  amounts  of  either  such  credit  are  involved,  the  taxpayer  should 
make  his  return  under  the  general  provisions  of  the  statute. 

Section  404  provides  that  Supplement  T  shall  not  apply  to  a  non¬ 
resident  alien  individual,  or  an  estate  or  trust.  This  provision  is  also 
necessitated  in  the  interest  of  simplicity.  Such  taxpayers  are  subject 
to  special  provisions  of  the  statute  that  are  not  readily  adaptable  to 
the  method  of  taxation  employed  in  Supplement  T. 

Section  102  (b)  of  the  bill  amends  sections  11  and  12  of  the  code  to 
include  cross-references  to  section  400. 
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Section  102  (c)  of  the  bill  amends  section  4  of  the  code  to  insert 
references  to  Supplements  S  and  T. 

SECTION  103.  CORPORATION  DEFENSE-TAX  RATES  INCORPORATED  IN 

RATE  SCHEDULE 

Section  103  of  the  House  bill  makes  permanent  the  defense  tax 
imposed  by  section  15  of  the  Internal  Revenue  Code  as  added  by 
section  20i  of  the  Revenue  Act  of  1940. 

Section  1 03  of  the  bill  as  reported  by  your  committee  integrates  the 
defense-tax  rates  with  the  rates  provided  in  sections  13  (b)  (1)  and  (2) 
of  the  code.  Under  the  bill  the  permanent  normal  tax  rate  applicable 
to  corporations  not  entitled  to  the  special  treatment  provided  for 
small  corporations  is  24  percent,  and  is  thus  the  same  as  under  existing 
law  including  the  defense  tax.  The  rates  of  tax  applicable  to  corpora¬ 
tions  having  normal  tax  net  income  of  $25,000  or  less  are  as  follows: 

Percent 


First  $5,000 _  15 

Next  $15,000 _  17 

Next  $5,000 _  19 


The  alternative  tax  in  the  case  of  corporations  the  normal  tax 
net  income  of  which  is  slightly  in  excess  of  $25,000  is  $4,250  plus  37 
percent  of  the  normal  tax  net  income  in  excess  of  $25,000.  Under 
this  provision  the  full  tax  rate  of  24  percent  does  not  become  effective 
until  the  normal  tax  net  income  of  the  corporation  reaches  $38,461.54. 
Integration  of  the  defense-tax  rates  and  the  normal  tax  rates  causes 
the  double  notch  provision  found  in  existing  law  to  disappear. 

There  is  a  corresponding  integration  of  the  defense  tax  with  the 
normal  taxes  on  resident  foreign  corporations  and  on  mutual  invest¬ 
ment  companies,  and  with  the  surtax  on  corporations  improperly 
accumulating  surplus. 

SECTION  104.  SURTAX  ON  CORPORATIONS  AND  TERMINATION  OF 

DEFENSE  TAX 

Section  102  of  the  House  bill,  adding  section  16  to  the  Internal 
Revenue  Code,  imposes  upon  all  corporations  (including  insurance 
companies),  except  nonresident  foreign  corporations  and  mutual 
investment  companies  (the  latter  being  later  dealt  with  in  the  section), 
a  surtax  of  5  percent  upon  the  first  $25,000  of  corporation  surtax  net 
income  and  6  percent  upon  the  excess  of  such  income  over  $25,000. 
Complementary  amendments  are  made  to  sections  104  (b),  231  (b), 
251  (c.)  (1),  and  261  (a).  Corporation  surtax  net  income  is  defined 
as  net  income  minus  the  credit  for  dividends  received  provided  in 
section  26  (b)  and  thus  includes  interest  on  partially  tax-exempt 
securities  in  the  tax  base.  Such  section  also  imposes  upon  mutual 
investment  companies  a  surtax  upon  supplement  Q  surtax  net  income 
of  such  companies  at  rates  corresponding  to  those  imposed  upon 
corporations  generally. 

Section  104  of  the  bill  as  reported  by  your  committee  corresponds 
to  section  102  of  the  House  bill  and,  in  addition,  terminates  the  defense 
tax,  the  defense-tax  rates  being  integrated  with  the  other  income  taxes 
in  other  sections  of  the  bill. 
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In  lieu  of  the  surtax  rates  contained  in  the  House  bill,  the  bill  as 
reported  by  your  committee  provides  a  surtax  of  6  percent  on  the  first 
$25,000  of  surtax  net  income  and  7  percent  on  the  remainder.  Since 
the  credit  for  interest  on  partially  tax-exempt  Government  securities 
is  not  allowable  in  computing  surtax  net  income,  the  bill  as  reported 
by  your  committee  also  provides  that,  for  the  purposes  of  the  surtax, 
the  dividends-received  credit  shall  be  limited  to  85  percent  of  the  net 
income  rather  than  85  percent  of  the  adjusted  net  income. 

SECTION  105.  TAX  ON  NONRESIDENT  ALIEN  INDIVIDUALS 

This  section  corresponds  to  section  104  of  the  House  bill,  which 
increases  the  rate  of  tax  on  nonresident  alien  individuals  to  25  percent. 
Such  rate  has  been  increased  to  27%  percent,  thereby  integrating  the 
10-percent  defense  tax  with  such  tax.  This  section  also  amends  section 
211  (c)  of  the  Internal  Revenue  Code  by  changing  to  $23,000  the 
figure  at  which  a  nonresident  alien  individual  becomes  subject  to  the 
full  normal  and  surtax  rates.  Such  figure  represents  the  approximate 
point  at  which,  under  the  provisions  of  the  bill,  an  effective  rate  of 
27%  percent  is  reached. 

SECTION  106.  TAX  ON  FOREIGN  CORPORATIONS 

Section  231  (a)  of  the  Internal  Revenue  Code,  amended  by  section 
105  of  the  House  bill  so  as  to  increase  the  rate  of  tax  on  nonresident 
foreign  corporations  from  15  to  25  percent,  is  further  amended  so  as 
to  integrate  the  defense  tax  by  increasing  such  rate  to  27%  percent. 

SECTION  107.  WITHHOLDING  OF  TAX  AT  SOURCE 

This  section  is  the  same  as  section  106  of  the  House  bill,  which  pro¬ 
vides  for  withholding  of  the  tax  at  the  source  (by  means  of  which  the 
tax  in  the  case  of  nonresident  aliens  is  very  largely  collected)  at  the 
rate  of  27%  percent  instead  of  16%  percent  under  existing  law.  The 
rate  of  27%  percent  represents  the  rate  of  tax  imposed  by  section 
211  (a)  (1)  (A)  after  its  amendment  b}T  section  105  of  the  bill.  The 
increased  rates  of  withholding  will  not  go  into  effect  until  the  tenth 
day  after  the  enactment  of  the  act  in  order  to  afford  a  reasonable 
period  within  which  withholding  agents  will  be  informed  of  the  higher 
rates  applicable  to  payments  made  to  nonresident  aliens  or  nonresi¬ 
dent  foreign  corporations. 

SECTION  108  (TREATY  OBLIGATIONS)  AND  SECTION  109  (REDUCTION 
IN  PURSUANCE  OF  TREATIES  OF  RATES  OF  TAX  AND  WITHHOLDING 
ON  NONRESIDENT  ALIEN  INDIVIDUALS  RESIDENT  IN,  AND  CORPORA¬ 
TIONS  ORGANIZED  UNDER  LAWS  OF.  WESTERN  HEMISPHERE  COUN¬ 
TRIES) 

These  sections  are  the  same  as  sections  108  and  109  of  the  House 
bill.  Section  108  provides  that  no  amendment  made  by  this  title 
shall  apply  in  any  case  where  its  application  would  be  contrary  to 
any  treaty  obligation  of  the  United  States.  Section  109  authorizes 
reduction  by  treaty  in  the  rate  of  taxation  and  of  withholding  with 
respect  to  dividends  derived  from  sources  within  the  United  States 
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by  nonresident  foreign  corporations  organized  under  the  laws  of  any 
country  in  North,  Central,  or  South  America,  or  in  the  West  Indies, 
or  of  Newfoundland. 

SECTION  110.  DEFENSE  TAX  RATES  ON  PERSONAL  HOLDING  COMPANIES 

AND  TRANSFERS  TO  AVOID  INCOME  TAX  INCORPORATED  IN  RATE 

SCHEDULES 

This  section  corresponds  to  section  109  of  the  House  bill,  which 
amends  section  500  (b)  and  section  1250  (b)  of  the  Internal  Revenue 
Code  in  order  to  make  permanent  the  defense  taxes  imposed  by  such 
sections  on  personal  holding  companies  and  on  transfers  to  avoid 
income  tax.  The  bill  as  reported  by  your  committee  repeals  these 
sections,  and  the  taxes  imposed  by  them  are  integrated  with  the 
tax  on  personal  holding  companies  and  the  tax  on  transfers  to  avoid 
income  tax. 

SECTION  111.  PERSONAL  EXEMPTION 

This  section,  for  which  there  is  no  corresponding  provision  in  the 
House  bill,  amends  section  25  (b)  (1)  by  lowering  the  personal  exemp¬ 
tion  of  married  persons  from  $2,000  to  $1,500  and  the  personal  exemp¬ 
tion  of  single  persons  from  $800  to  $750.  The  section  also  amends 
section  214  of  the  Internal  Revenue  Code  (relating  to  personal  exemp¬ 
tion  of  nonresident  alien  individuals)  and  section  251  (f)  of  the  Internal 
Revenue  Code  (relating  to  personal  exemption  of  citizens  entitled 
to  the  benefits  of  section  251)  by  striking  out  $800  and  inserting  in 
lieu  thereof  $750  in  conformity  with  the  changes  made  in  section 
25  (b). 

This  section  further  amends  section  25  (b)  (1)  relative  to  the 
personal  exemption  of  a  married  person  whose  spouse  tiles  a  separate 
return  under  Supplement  T,  added  by  section  102  of  the  bill. 

SECTION  112.  RETURNS  OF  INCOME  TAX 

In  accordance  with  the  change  in  the  personal  exemption  made  by 
section  111  of  the  bill,  this  section  amends  section  51  (a)  of  the  Internal 
Revenue  Code  to  require  a  return  in  the  case  of  any  individual  whose 
gross  income  is  equal  to  or  in  excess  of  the  personal  exemption  as 
reduced  by  section  111.  Thus,  a  return  is  required  from  any  individual 
who  is  single  or  married  but  not  living  with  husband  or  wife  if  his  gross 
income  is  $750  or  over,  and  from  a  married  individual  living  with 
husband  or  wife  if  having  a  gross  income  of  $1,500  or  over  if  the  other 
spouse  has  no  gross  income,  or  having  a  gross  income  together  with  the 
other  spouse  of  $1,500  or  over. 

A  similar  change  has  been  made  with  respect  to  fiduciary  returns 
and  with  respect  to  the  amount  of  payments  to  individuals  which 
requires  an  information  return  from  the  payor  of  the  income. 

SECTION  113.  CREDIT  FOR  DEPENDENTS 

This  section  is  the  same  as  section  110  of  the  House  bill  which 
amends  section  25  (b)  (2)  of  the  Internal  Revenue  Code  relative  to 
the  credit  for  dependents. 

In  the  case  of  the  head  of  a  family  or  a  married  person  living  with 
husband  or  wife,  the  existing  law  provides  as  a  credit  against  net 
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income  a  personal  exemption  plus  $400  for  each  dependent  other 
than  husband  or  wife.  Under  these  provisions,  a  married  person 
living  with  husband  or  wife  and  having  no  dependents  receives  as  a 
maximum  credit  the  personal  exemption.  On  the  other  hand,  an 
unmarried  person  maintaining  a  home  for  a  person  who  also  qualifies 
as  a  dependent  may  receive  in  addition  to  the  same  personal  exemption 
a  credit  for  $400  for  such  dependent.  The  proposed  legislation 
disallows  the  credit  for  one  dependent  in  cases  where  the  taxpayer’s 
status  as  head  of  a  family  is  occasioned  solely  by  the  existence  of  one 
or  more  of  such  dependents.  The  amendment  will  not  affect  any  case 
except  one  in  which  the  taxpayer  occupies  the  status  as  head  of  a 
family  solely  by  reason  of  the  existence  of  a  person  for  whom  he 
is  also  entitled  to  the  credit  for  a  dependent.  For  instance,  it  will  not 
operate  to  reduce  the  credit  in  the  case  where  a  widower  is  maintaining 
a  home  for  two  children,  only  one  of  whom  qualifies  as  a  dependent. 
In  such  case,  the  status  as  head  of  a  family  is  not  occasioned  solely 
by  existence  of  the  child  in  respect  of  whom  the  credit  of  $400  is 
allowed  and  consequently  the  taxpayer  may  be  entitled  to  the  personal 
exemption  allowed  the  head  of  a  family  plus  the  $400  credit,  the  same 
r  as  under  existing  law. 

SECTION  114.  NON-INTEREST-BEARING  OBLIGATIONS  ISSUED  AT 

DISCOUNT 

This  is  the  same  as  section  111  of  the  House  bill  and  provides  that 
any  taxpayer  who  owns  any  non-interest-bearing  obligations  issued 
at  a  discount  and  redeemable  for  fixed  amounts  increasing  at  stated 
intervals  and  who,  under  the  method  of  accounting  used  by  him  in 
computing  his  net  income,  is  not  permitted  to  report  the  increment  in 
value  of  such  obligations  as  it  accrues,  may,  at  his  election,  treat  such 
increment  in  value  as  constituting  income  to  him  in  the  year  in  which 
it  accrues  rather  than  in  the  year  in  which  the  obligations  are  disposed 
of,  redeemed,  or  paid  at  maturity.  Under  existing  law  a  taxpayer 
on  the  accrual  basis  who  owns,  for  example,  non-interest-bearing 
United  States  defense  bonds  is  required  to  report  the  increment  as  it 
accrues,  whereas  a  taxpayer  on  the  cash  basis  who  owns  such  defense 
bonds  is  required  to  treat  the  entire  increment  in  value  as  being 
income  received  in  the  year  of  redemption  or  maturity.  Therefore, 
with  respect  to  such  non-interest-bearing  United  States  defense 
bonds,  the  effect  of  this  section  is  to  extend,  at  the  election  of  the 
taxpayer,  the  accrual  method  to  a  taxpayer  on  the  cash  basis,  but  only 
for  the  limited  purpose  of  reporting  the  increment  in  value  of  such 
bonds  as  it  accrues. 

The  election  provided  for  in  this  section  must  be  made  in  the  tax¬ 
payer’s  return,  and  may  be  made  for  any  taxable  year  beginning  after 
December  31,  1940.  When  so  made  with  respect  to  any  obligation, 
the  election  shall  apply  also  to  all  obligations  of  the  type  described 
in  this  section  owned  by  the  taxpayer  or  thereafter  acquired  by  him. 
The  election  applies  to  the  taxable  year  for  which  such  return  is  filed 
and  is  binding  for  all  subsequent  taxable  years  unless  the  Commis¬ 
sioner  permits  the  taxpayer,  subject  to  sucli  conditions  as  the  Com¬ 
missioner  deems  necessary,  to  change  to  a  different  method  of  report¬ 
ing  income  from  such  bonds.  Although  the  election,  once  made,  is 
binding  upon  the  taxpayer,  it  would  not  apply  to  a  transferee  of  such 
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taxpayer.  For  example,  A,  on  the  cash  basis,  buys  non-interest- 
bearing  United  States  defense  bonds  in  1942  and  elects  in  his  return 
for  1942  to  treat  the  increment  in  value  as  being  income  to  him  as  it 
accrues.  In  1943  A  dies  and  bequeaths  such  bonds  to  B,  who  is  also 
on  the  cash  basis.  B  is  not  bound  by  A’s  election,  but  he  may,  if  he 
so  desires  make  an  election  under  this  section  with  respect  to  the 
increment  in  value  accruing  after  the  acquisition  of  such  bonds  by  him. 
If  B  had  previously  made  an  election  under  this  section,  such  election 
would  apply  to  the  bonds  acquired  from  A. 

In  any  case  in  which  an  election  is  made  under  this  section,  the 
amount  considered  to  accrue  in  any  taxable  year  to  which  the  election 
applies  is  measured  by  the  actual  increases  in  the  redemption  price 
occurring  in  that  year.  Such  amount  shall  not  be  considered  to  accrue 
ratably  between  the  dates  on  which  the  redemption  price  changes. 
Thus,  if  two  dates  on  which  the  redemption  price  increases  fall  within 
the  taxable  year  and  if  the  redemption  price  increases  in  the  amount 
of  50  cents  on  each  such  date,  the  amount  deemed  to  accrue  in  that 
year  would  be  $1.  The  preceding  sentence,  however,  is  subject  to 
an  exception  in  the  case  of  the  first  taxable  year  to  which  the  election 
applies.  If  at  the  beginning  of  the  first  taxable  year  to  which  the 
election  applies  the  taxpayer  owns  non-interest-bearing  bonds  of  the 
prescribed  character  acquired  prior  thereto,  he  is  required  to  report  in 
such  year,  in  addition  to  the  increases  in  the  redemption  price  actually 
falling  within  that  year,  the  total  of  the  increases  in  such  price  occur¬ 
ring  between  the  date  of  acquisition  and  the  beginning  of  such  year. 
Accordingly,  if  a  taxpayer  on  the  calendar  year  basis  makes  an  election 
under  this  section  for  1944  and  if  the  bonds  have  been  issued  to  the 
taxpayer  on  June  1,  1941,  he  would  be  required  to  include  in  his  gross 
income  for  the  taxable  year  1944  the  total  of  the  increases  in  the 
redemption  price  of  such  bonds  occurring  between  the  acquisition  on 
June  1,  1941,  and  December  31,  1944. 

SECTION  115.  SHORT-TERM  OBLIGATIONS  ISSUED  ON  DISCOUNT  BASIS 

This  section,  which  was  not  contained  in  the  House  bill,  provides 
that  the  issuing  discount  on  certain  short-term  Federal,  State,  and 
local  government  obligations  issued  on  a  discount  basis  on  or  after 
March  1,  1941,  shall  not  be  deemed  to  accrue  until  such  obligations 
are  paid  at  maturity,  sold,  or  otherwise  disposed  of,  and  that  such 
obligations  shall  not  be  treated  as  capital  assets.  An  obligation  may 
be  issued  on  a  discount  basis  even  though  the  price  paid  exceeds  the 
face  amount.  Thus,  although  the  Second  Liberty  Bond  Act  pro¬ 
vides  that  Treasury  bills  of  the  United  States  shall  be  issued  on  a 
discount  basis,  the  issuing  price  paid  for  a  particular  bill  may,  by 
reason  of  competitive  bidding,  actually  exceed  the  face  amount  of 
the  bill.  This  section  eliminates  the  necessity  for  making  an  alloca¬ 
tion  between  interest  and  capital  gain  or  loss  and  will  have  particular 
application  in  the  case  of  Treasury  bills  of  the  United  States  issued 
after  March  1,  1941,  which  are  made  taxable  by  section  4  of  the 
Public  Debt  Act  of  1941. 

The  requirements  of  existing  law  with  respect  to  Treasury  bills 
issued  on  or  after  March  1,  1941,  impose  on  taxpayers  the  duty  of 
making  burdensome  computations.  The  portion  of  the  gain  attribu- 
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table  to  the  original  discount  on  such  hills  is  considered  as  interest  and 
the  remainder  is  treated  as  a  capital  gain.  Thus,  where  such  a  bill 
is  sold  by  the  original  holder  for  an  amount  in  excess  of  the  purchase 
price  plus  the  issuing  discount  accrued  to  the  date  of  sale,  allocation 
to  interest  and  capital  gain  is  required.  In  the  case  of  a  loss  resulting 
from  the  sale  of  such  a  Treasury  hill,  the  loss  is  treated  as  a  capital 
loss  and  must  be  segregated  as  such.  Being  a  short-term  capital  loss, 
it  is  allowable  only  to  the  extent  of  short-term  capital  gains.  More¬ 
over,  the  existing  rule  that  the  original  discount  on  Treasury  bills 
accrues  ratably  over  the  entire  life  of  the  bills  requires  each  successive 
taxpayer  holding  a  particular  bill  to  ascertain  the  issuing  discount  in 
order  that  he  may  determine  the  amount  of  such  discount  which  is 
treated  as  accruing  during  the  period  for  which  he  held  the  bill. 

Under  this  section  a  person  who  sells  a  Treasury  bill  issued  on  or 
after  March  1,  1941,  or  has  it  paid  at  maturity,  would  need  only  to 
compare  the  sales  price,  or  the  amount  paid  at  maturity,  with  the 
purchase  price  or  other  basis  and  account  for  the  net  gain  or  loss.  In 
such  case  there  would  be  two  different  elements,  that  is,  interest 
(original  discount)  and  ordinary  gain  or  loss,  but  since  no  special 
treatment  is  accorded  such  gain  or  loss,  allocation  would  be  unneces¬ 
sary.  Only  the  net  gain  or  the  net  loss  need  be  taken  into  account. 
For  example,  if  a  $1,000  90-day  bill  is  issued  for  $994  and  the  original 
purchaser  sells  it  at  the  end  of  60  days  for  $997,  he  need  report  only 
$3  as  ordinary  income,  although  there  are  $4  of  accrued  discount  and 
a  $1  loss.  Under  existing  law7  he  would  be  required  to  report  the  $4 
discount  as  interest  and  the  $1  loss  as  a  short-term  capital  loss. 

Inasmuch  as  the  gross  income  of  life-insurance  companies  is  limited 
to  interest,  dividends,  and  rents,  these  companies  will  still  be  required 
to  make  an  allocation  in  respect  of  obligations  of  the  prescribed  char¬ 
acter  any  part  of  the  discount  on  which  is  considered  as  interest. 
But,  as  most  of  the  funds  of  life-insurance  companies  is  invested  in 
long-term  obligations,  the  problem  of  allocation  in  this  field  is  not 
serious. 

This  section  is  applicable  to  taxable  years  ending  after  February 
28,  1941. 

SECTION  116.  INFORMATION  RETURNS  WITH  RESPECT  TO  FEDERAL 

obligations 

This  is  the  same  as  section  112  of  the  House  bill. 

As  a  consequence  of  the  elimination  of  tax  exemption  with  respect 
to  Federal  obligations  brought  about  by  the  Public  Debt  Act  of  1941, 
section  116  of  the  bill  repeals,  prospectively,  section  147  (d)  of  the 
Internal  Revenue  Code,  which  made  inapplicable  to  interest  on  obli¬ 
gations  of  the  United  States  those  provisions  of  law  relating  to  secur¬ 
ing  information  at  the  source.  Section  116  also  makes  a  comple¬ 
mentary  amendment  to  section  147  (b).  Such  amendments  will 
enable  the  Commissioner  to  prescribe  regulations  requiring  such 
information  with  respect  to  interest  on  United  States  obligations  as 
he  may  deem  necessary  in  the  interest  of  good  administration  of  the 
income-tax  law7s.  Section  116  is  to  take  effect  on  the  day  following 
the  enactment  of  the  bill. 
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SECTION  117.  ALIMONY  AND  SEPARATE  MAINTENANCE  PAYMENTS 

This  section  amends  sections  22,  23,  and  25  of  the  Internal  Revenue 
Code  and  adds  a  new  section  to  Supplement  E  of  chapter  1  in  order  to 
provide  in  certain  cases  a  new  income-tax  treatment  for  payments  in 
the  nature  of  or  in  lieu  of  alimony  and  allowance  for  support  as  be¬ 
tween  divorced  or  legally  separated  spouses.  These  amendments  are 
intended  to  distribute  the  income-tax  burden  between  such  spouses 
by  treating  such  payments  as  income  to  the  spouse  actually  receiving 
or  actually  entitled  to  receive  such  payments  and  by  relieving  the 
other  spouse  from  the  tax  burden  upon  whatever  part  of  the  amount 
of  such  payments  is  under  the  present  law  includible  in  his  gross  in¬ 
come.  In  addition,  the  amended  sections  will  produce  uniformity  in 
the  treatment  of  amounts  paid  in  the  nature  of  or  in  lieu  of  alimony 
regardless  of  the  variance  in  the  laws  of  different  States  concerning 
the  existence  and  continuance  of  any  obligation  to  pay  alimony. 
In  this  respect  the  amendments  are  designed  to  remove  the  uncer¬ 
tainty  as  to  the  tax  consequences  of  payments  made  to  a  divorced 
spouse  out  of  the  net  income  of  so-called  irrevocable  alimony  trusts, 
arising  from  the  recent  Supreme  Court  decisions  in  Helvering  v. 
Fitch  ((1940)  309  U.  S.  149).  Helvering  v.  Fuller  ((1940)  310  U.  S. 
69),  and  Helvering  v.  Leonard  ( (1940)  310  U.  S.  80),  which  decisions 
make  the  test  of  whether  such  income  is  taxable  to  the  husband  the 
existence  of  a  continuing  legal  obligation  under  State  law. 

Section  22,  relating  to  the  definition  of  gross  income,  is  amended 
by  inserting  at  the  end  thereof  a  new  subsection  designated  (k).  This 
subsection  applies  only  to  an  individual  who  is  divorced  or  legally  sepa¬ 
rated  under  a  decree  of  divorce  or  of  separate  maintenance  and  to  such 
individual’s  spouse  or  former  spouse  from  whom  such  individual  was 
divorced  or  legally  separated  by  such  decree.  Periodic  payments  re¬ 
ceived  (other  than  as  beneficiary  or  assignee  of  a  beneficiary  of  a  trust) 
by  such  individual,  subsequent  to  the  decree,  in  discharge  of,  or 
attributable  to  property  transferred  in  discharge  of,  a  legal  obligation 
imposed  upon  or  incurred  by  such  individual’s  spouse  or  former  spouse 
under  such  decree  or  under  a  written  instrument  incident  to  such 
divorce  or  separation  are  defined  by  section  22  (k)  as  gross  income  to 
such  individual  and  are  includible  as  such  in  her  income.  Install¬ 
ment  payments  discharging  a  part  of  an  obligation  the  principal 
sum  of  which  is,  in  terms  of  money  or  property,  specified  in  the  decree 
or  instrument,  are  not  considered  periodic  payments  for  the  purposes 
of  section  22  (k),  and  are,  therefore,  not  gross  income  to  the  recip¬ 
ient  under  that  section. 

Section  22  (k)  also  provides  that,  in  the  case  of  a  divorce  or 
legal  separation,  periodic  payments  which  are  attributable  to  prop¬ 
erty  transferred  in  discharge  of  the  legal  obligation  of  a  spouse 
or  former  spouse  shall  not  be  includible  in  the  gross  income  of  such 
spouse  or  former  spouse.  As  a  complement  to  section  22  (k).  sec¬ 
tion  23,  relating  to  deductions  from  gross  income,  is  amended  by 
adding  a  new  subsection,  designated  (u),  which  allows  a  deduction  by 
the  spouse  or  former  spouse  described  in  section  22  (k)  in  his  taxable 
year  in  which  are  paid  the  amounts  includible  under  section  22  (k)  in 
the  gross  income  of  the  individual  described  in  section  22  (k).  How¬ 
ever.  such  spouse  or  former  spouse  is  not  allowed  a  deduction  under 
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section  23  (u)  for  any  periodic  payments  attributable  to  property  trans¬ 
ferred  in  discharge  of  bis  legal  obligation  which  under  section  22  (k) 
or  section  171  are  excluded  from  bis  gross  income. 

Sections  22  (k)  and  23  (u),  being  based  upon  the  terms  “received  ‘ 
and  “payment  of  which  is  made,”  place  the  spouses  on  the  cash  re¬ 
ceipts  and  disbursements  basis  with  respect  to  their  treatment  of  the 
amounts  described  in  sections  22  (k)  and  23  (u)  for  any  taxable  year. 
The  provisions  of  section  22  (k)  and  section  23  (u)  are  applicable  only 
with  respect  to  taxable  years  of  the  spouses  beginning  after  Decem¬ 
ber  31, 1941. 

The  operation  of  sections  22  (k)  and  23  (u)  may  be  illustrated  by 
the  following  examples  (in  which  it  is  assumed  that  all  payments 
are  made  and  received  within  taxable  years  of  the  spouses  beginning 
after  December  31,  1941)  : 

(1)  Under  the  terms  of  a  decree  of  separate  maintenance  entered 
by  a  State  court,  Mr.  A  is  to  pay  Airs.  A  $200  a  month  as  alimony 
for  her  life.  During  1942,  Mr.  A.  pursuant  to  the  decree,  pays  Mrs. 
A  $200  a  month.  In  computing  their  income  taxes  for  1942,  Mrs.  A 
will  include  in  her  gross  income  the  $2,400  thus  received,  and  Mr.  A 
is  entitled  to  a  deduction  of  $2,400  from  his  gross  income. 

(2)  Mrs.  B  files  suit  for  divorce  from  Mr.  B.  In  consideration  of 
Mrs.  B  not  requesting  alimony  and  not  making  public  his  financial 
affairs,  Mr.  B  makes  a  legally  binding  promise  in  writing  to  Mrs.  B 
to  pay  to  her  $200  a  month  if  a  final  decree  of  divorce  is  granted  with¬ 
out  any  provision  for  alimony.  Accordingly,  Mrs.  B  does  not 
request  alimony  and  no  provision  for  alimony  is  made  under  the. 
final  decree  of  divorce.  During  1942  Mr.  B  pays  Mrs.  B  $200  a 
month,  pursuant  to  the  promise.  The  $2,400  thus  received  by  Mrs.  B 
is  includible  in  her  gross  income  under  the  provisions  of  section 
22  (k).  and  Mr.  B  is  entitled  to  a  deduction  of  $2,400  from  his  gross 
income. 

(3)  Under  the  provisions  of  a  divorce  decree,  Mr.  C  is  to  pay  $200,- 
000  to  his  divorced  spouse,  Mrs.  C,  in  installments  of  $10,000  a  year. 
No  part  of  the  $200,000  or  the  installments  thereof  is  income  to  Mrs.  C 
under  section  22  (k)  or  deductible  by  Mr.  C  under  section  23  (u). 

(4)  A  divorce  decree  requires  Mr.  D  to  pay  to  Mrs.  D,  his  former 
wife,  $500  a  month.  To  meet  this  obligation,  Mr.  D  purchases  an 
annuity  for  the  life  of  his  divorced  wife  which  will  pay  her  $500  a 
month.  Under  the  provisions  of  section  22  (k)  and  notwithstanding 
the  provisions  of  section  22  (b)  (2),  the  full  $500  a  month  received 
by  Mrs.  D  is  includible  in  her  gross  income  and  no  part  of  such 
amount  is  includible  in  the  gross  income  of  Mr.  D  or  deductible  by 
him  from  his  gross  income. 

Supplement  E  is  amended  by  adding  a  new  section,  section  171,  to 
state  the  rule  applicable  to  trust  income  after  a  decree  of  divorce  or 
of  separate  maintenance.  Section  171  is  designed  to  include  in  the 
gross  income  of  an  individual  who  is  divorced  or  legally  separated 
under  a  decree  of  divorce  or  separate  maintenance  the  amount  of  the 
income  of  any  trust  such  individual  is  entitled  to  receive  which,  except 
for  the  provisions  of  section  171,  would  be  includible  in  the  gross 
income  of  such  individual,  spouse,  or  former  spouse  and  to  exclude 
such  amount  from  the  gross  income  of  such  spouse  or  former  spouse, 
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regardless  of  section  166,  section  167,  or  any  other  provision  of  chap¬ 
ter  1.  The  taxable  year  for  which  such  income  is  to  be  accounted 
for  is  to  be  determined  under  the  provisions  of  section  164.  Section 
171  is  applicable  only  with  respect  to  taxable  years  beginning:  after 
December  31,  1941. 

The  operation  of  this  section  (and  its  relation  to  section  22  (k)  and 
section  23  (u))  may  be  illustrated  by  the  following  examples  (in 
which  it  is  assumed  that  all  payments  are  made  and  received  within 
taxable  years  beginning  after  December  31,  1941)  : 

(1)  As  part  of  a  separation  agreement,  Mr.  X  transfers  property 
to  a  trust,  the  net  income  of  which  is  estimated  by  the  parties  to  be 
sufficient  to  provide  for  Mrs.  X’s  support.  A  few  years  later  Mrs.  X 
obtains  a  divorce  from  Mr.  X.  The  final  decree  refers  to  the  trust 
created  previously  under  the  separation  agreement  and  provides  that 
the  transfer  in  trust  and  the  income  therefrom  receivable  by  Mrs.  X 
shall  be  in  lieu  of  alimony.  The  court,  however,  retains,  as  is  allowed 
under  the  law  of  the  State  in  which  the  divorce  is  obtained,  jurisdiction 
to  provide  for  further  payments  to  Mrs.  X  by  Mr.  X  should  the  in¬ 
come  of  the  trust  be  insufficient  for  her  support.  Under  section  171 
the  net  income  of  the  trust  is  income  to  Mrs.  X  and  is  not  income 
to  Mr.  X. 

(2)  Under  the  same  facts  as  in  the  previous  example  the  decree  of 
the  court  provides  that  in  all  events  Mrs.  X  shall  receive  $10,000  a  year 
as  alimony.  In  the  first  taxable  year  beginning  after  December  31, 
1942,  the  net  income  of  the  trust  is  only  $8,000.  The  trustees,  therefore, 
pay  an  additional  $2,000  from  the  corpus  of  the  trust  to  Mrs.  X.  In 
such  a  case  only  $8,000  is  includible  in  the  income  of  Mrs.  X  under  the 
provisions  of  section  171.  No  part  of  the  trust  income  is  includible  in 
the  gross  income  of  Mr.  X  nor  is  he  allowed  any  deduction  for  any 
part  of  the  $10,000  paid  to  Mrs.  X.  However,  if  the  additional  $2,000 
is  not  payable  out  of  the  corpus  of  the  trust  but  is  payable  by  Mr.  X 
to  Mrs.  X,  then  the  $2,000  paid  by  Mr.  X  to  Mrs.  X  is  income  to 
her  under  section  22  (k).  Therefore,  for  1942  Mrs.  X  includes  $10,000 
in  her  income,  Mr.  X  does  not  include  in  his  income  the  $8,000  paid 
to  Mrs.  X  by  the  trust  but  is  entitled  to  deduct  the  $2,000  paid  bv  him 
to  Mrs.  X. 

(3)  Mr.  Y  is  the  beneficiary  of  a  trust  established  under  the  will  of 
his  father.  Under  the  terms  of  the  trust,  the  trustees  are  to  pay  to 
Mr.  Y  $10,000  a  year  from  the  net  income  of  the  trust,  but  if  the  net 
income  of  the  trust  for  any  year  does  not  equal  $10,000,  to  pay  the  net 
income  and  so  much  more  from  the  corpus  of  the  trust  as  will  total 
$10,000.  In  1942  Mrs.  Y  obtains  a  divorce  from  Mr.  Y.  Under  the 
divorce  decree  Mr.  Y  is  to  pay  Mrs.  Y  $5,000  a  year  for  his  life.- 
To  meet  this  obligation  under  the  divorce  decree,  Mr.  Y  assigns  to 
Mrs.  Y  for  5  years  one-half  of  the  amount  he  is  otherwise  entitled 
to  receive  from  the  trust,  promising  to  make  another  such  assignment 
or  to  provide  another  method  of  payment  of  the  $5,000  a  year  to 
her  at  the  expiration  of  that  period.  In  1942  the  net  income  of  the 
trust  is  $8,000.  Under  the  terms  of  the  trust  instrument  and  of  the 
assignment  by  Mr.  Y  to  Mrs.  Y  the  trustees  pay  $5,000  to  Mr.  Y  and 
$5,000  to  Mrs.  Y.  Since  only  eight-tenths  of  the  amount  thus  dis¬ 
tributed  represents  the  net  income  of  the  trust,  only  $4,000  of  the 
amount  received  by  Mrs.  Y  is  income  to  her.  Mr.  Y  will  include  in 
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his  income  only  $4,000  and  will  not  include  any  amount  on  account 
of  the  $5,000  paid  to  Mrs.  Y. 

Section  22  (k)  and  section  171  do  not  apply  to  that  part  of  such 
periodic  payments  under  section  22  (k)  and  to  that  part  of  such  trust 
income  under  section  171  which  by  the  terms  of  the  decree,  or  of  the 
written  instrument  under  section  22  (k),  or  of  the  trust  instrument 
under  section  171,  is  specifically  designated  as  a  sum  payable  for 
the  support  of  minor  children  of  the  spouses.  If,  however,  the  peri¬ 
odic  payments  and  the  trust  income  are  received  by  the  wife  for  the 
support  and  maintenance  of  herself  and  of  minor  children  of  the 
spouses  without  such  specific  designation  of  the  portion  for  the  sup¬ 
port  of  such  children,  then  the  whole  of  such  amounts  are  includible 
in  the  income  of  the  wife  as  provided  in  section  22  (k)  and  in  sec¬ 
tion  171.  As  a  necessary  complement  to  these  provisions,  section  25 
(b)  (2),  relating  to  credit  for  dependents,  is  amended  so  as  to  provide 
that  payments  to  an  individual’s  spouse  or  former  spouse  which  are 
includible  under  section  22  (k)  or  section  171  in  the  gross  income  of 
such  spouse  or  former  spouse  shall  not  be  considered  payments  by 
such  individual  for  the  support  of  the  minor  children  of  such  persons. 
Thus  where  the  portion  of  such  payments  for  the  support  of  the 
minor  children  is  not  specifically  designated,  the  wife,  if  actually  con¬ 
tributing  to  the  support  of  the  children,  is  entitled  to  the  credit  for 
dependents,  unless  it  is  established  that  independently  of  such  amounts 
paid  to  the  wife  the  husband  (or  some  other  person  upon  whom  the 
children  are  financially  dependent)  is  actually  contributing  a  greater 
amount  for  the  support  of  such  children  than  is  the  wife. 

These  rules  may  be  illustrated  by  the  following  examples: 

(1)  Under  a  decree  of  divorce  which  awards  to  Mrs.  Z  the  custody 
of  the  two  minor  children  of  herself  and  Mr.  Z.  Mr.  Z  is  obligated  to 
pay  $500  per  month  for  the  maintenance  and  support  of  Mrs.  Z  and 
their  two  children.  In  the  calendar  year  1942  Mr.  Z  makes  such  pay¬ 
ments.  The  $6,000  received  by  Mrs.  Z  is  to  be  included  in  her  gross 
income,  and  Mr.  Z  is  entitled  to  a  deduction  of  $6,000.  If  such 
payments  constitute  the  children’s  chief  support,  Mrs.  Z  is  entitled 
to  the  exemption  applicable  to  the  head  of  a  family  and  to  a  credit 
for  one  dependent. 

(2)  If,  in  the  previous  example,  the  decree  had  provided  that  Mr. 
Z  should  pay  Mrs.  Z  $300  per  month  for  her  maintenance  and  sup¬ 
port  and  an  additional  $200  per  month  for  the  maintenance  and 
support  of  their  children,  only  $3,600  would  be  includible  in  the  gross 
income  of  Mrs.  Z  and  deductible  from  the  gross  income  of  Mr.  Z; 
$2,400  would  be  considered  as  payments  by  Mr.  Z  and  not  by  Mrs. 
Z  for  the  purpose  of  determining  which  of  them  is  entitled  to  exemp¬ 
tion  for  the  head  of  a  family  and  the  credit  for  dependents. 

SECTION  118.  EXTENSION  OF  TIME  OF  ORDERS  OF  SECURITIES  AND 
EXCHANGE  COMMISSION 

Under  Supplement  R  of  the  Internal  Revenue  Code  certain  trans¬ 
actions  arising  out  of  the  simplification  or  geographical  integration 
of  public -utility  holding-company  systems  may  be  treated  as  tax- 
free  exchanges  and  various  adjustments  of  the  basis  of  property  are 
made.  Under  Supplement  R.  as  amended  by  the  Revenue  Act  of  1939, 
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such  transactions  must  be  in  conformity  with  orders  of  the  Securities 
and  Exchange  Commission  issued  before  January  1,  1941  (instead  of 
January  1,  1940,  the  date  originally  provided),  or  orders  supple¬ 
mentary  to  such  orders.  The  amendment  made  by  section  118  extends 
from  January  1,  1941,  to  January  1,  1943,  the  time  during  which  such 
an  order  may  be  made. 

SECTION  119.  COMMUNITY  INCOME 

This  section  amends  the  Internal  Revenue  Code  by  inserting  a  new 
section  29,  applicable  to  taxable  years  beginning  after  December  31, 
1940,  and  relating  to  the  taxation  of  community  income. 

Subsection  (a)  provides  that,  in  the  case  of  earned  income,  the 
income  shall  be  taxed  to  the  spouse  who  earned  the  income.  This 
rule  shall  apply  regardless  of  the  fact  that  such  earnings  may  be 
treated  as  community  property  under  the  State  law. 

Subsection  (b)  is  applicable  to  income  derived  from  community 
property.  It  is  provided  that  such  income  shall  be  taxed  to  the  spouse 
who  has  the  management  and  control  thereof  under  the  law  of  the 
jurisdiction  in  which  the  marital  community  exists. 

This  provision  shall  not  be  applicable  to  income  derived  from  prop¬ 
erty  that  is  considered  the  separate  property  of  one  of  the  spouses 
under  the  law  of  the  jurisdiction  in  which  the  marital  community 
exists,  even  though  such  income  is  considered  community  property; 
nor  is  it  applicable  to  income  derived  from  property  which  is  ac¬ 
quired  with  funds  which  constituted  income  from  separate  property. 
The  exception  is  intended  to  apply  to  all  income  derived  from  property 
the  source  of  which  can  be  traced  to  income  from  separate  property, 
regardless  of  how  many  times  such  income  may  have  been  invested 
or  reinvested,  i.  e.,  income  from  separate  property  A  will  not  be  affected 
by  this  section  even  though  such  income  is  community  property,  and 
if  such  income  is  invested  in  property  B  the  income  from  such  prop¬ 
erty  will  also  not  be  subject  to  this  section,  nor  will  any  income  from 
property  in  which  such  income  is  in  turn  invested,  etc.  In  the  case  of 
such  income,  it  will  continue  to  be  taxed  as  it  was  prior  to  this  amend¬ 
ment. 

Subsection  (c)  provides  that  if  spouses  elect  to  file  separate  returns, 
only  the  spouse  who  is  required  to  treat  the  income  covered  by  the 
section  as  his  individual  income  will  be  entitled  to  the  deductions  and 
credits  allowed  under  the  internal-revenue  laws  which  are  properly 
allocable  to  such  income. 

SECTION  12  0.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  APPLICABLE 

This  section  corresponds  to  section  114  of  the  House  bill  and  makes 
the  amendments  relative  to  individual  and  corporation  income  taxes 
contained  in  this  title,  except  the  amendments  made  by  section  107 
(withholding  tax  at  source),  section  115  (short-term  obligations 
issued  on  discount  basis),  section  116  (information  returns  with  re¬ 
spect  to  Federal  obligations),  and  section  117  (alimony  and  sepa¬ 
rate  maintenance  payments),  applicable  only  with  respect  to  taxable 
years  beginning  after  December  31,  1940. 
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TITLE  II— EXCESS-PROFITS  TAX 
SECTION  2  01.  EXCESS- PROFITS  TAX  RATES  AND  CREDITS 

Section  201  (a)  of  the  House  bill  amends  section  710  (a)  of  existing 
law,  relating  to  the  imposition  of  the  excess- profits  tax,  to  provide 
for  increased  rates  of  tax,  which  are  set  forth  in  the  table  in  section 
710  (a)  (1).  These  rates  begin  at  35  percent  upon  adjusted  excess- 
profits  net  income  of  not  more  than  $20,000  and  increase  upon  a  grad¬ 
uated  scale  to  60  percent  upon  the  amount  of  adjusted  excess-profits 
net  income  in  excess  of  $500,000.  The  rates  of  tax  set  forth  in  section 
710  (a)  (1)  represent  an  increase  of  10  percentage  points  in  each 
rate  bracket  as  compared  with  the  rates  under  the  present  law,  which 
run  from  25  to  50  percent.  Section  201  (a)  of  the  House  bill  also 
provides  a  special  tax  in  certain  cases  where  the  invested  capital 
credit  is  used,  amounting  to  10  percent  of  the  excess  of  the  adjusted 
excess-profits  net  income  computed  under  the  income  credit  over  the 
adjusted  excess-profits  net  income  computed  under  the  invested  capi¬ 
tal  credit. 

Section  201  (b)  of  the  House  bill  amends  section  714  of  existing 
law  by  reducing  the  credit  with  respect  to  corporations  using  the 
invested  capital  method  in  cases  where  the  invested  capital  exceeds 
$5,000,000.  In  such  cases,  the  invested  capital  credit  is  reduced  from 
8  to  7  percent  upon  so  much  of  the  invested  capital  as  exceeds 
$5,000,000. 

In  the  bill  as  reported  by  your  committee  the  increase  in  excess- 
profits  tax  rates  and  the  reduction  in  the  percentage  applicable  to 
invested  capital  in  excess  of  $5,000,000  have  been  retained,  but  for 
reasons  set  forth  elsewhere  in  this  report  the  special  10-percent  tax 
in  certain  cases  where  the  invested  capital  credit  is  used  has  been 
eliminated. 


SECTION  202.  DEDUCTION  OF  EXCESS-PROFITS  TAX 

Except  for  the  elimination  of  subsection  (i),  which  is  no  longer 
necessary  in  view  of  section  301  (c)  of  the  bill,  providing  for  an  an¬ 
nual  declaration  of  value  for  capital-stock-tax  purposes,  this  section  is 
the  same  as  section  204  of  the  House  bill.  It  provides  that  the  in¬ 
come  tax  imposed  by  chapter  1  of  the  Internal  Revenue  Code  and  by 
corresponding  provisions  of  prior  revenue  acts  shall  not  constitute  an 
adjustment  in  determining  excess-profits  net  income  for  current  and 
base  period  taxable  years.  Section  23  (c)  is  amended  to  provide 
for  the  deduction  of  the  excess-profits  tax  in  determining  income 
subject  to  chapter  1  tax.  Furthermore,  the  taxpayer,  if  using  the 
income  method,  has  its  excess-profits  credit  increased  by  the  corre¬ 
sponding  nondeduction  of  income  taxes  in  determining  its  average 
base  period  net  income. 

It  is  provided  that  the  deduction  shall  be  allowed  only  in  computing 
the  income  tax  imposed  for  the  taxable  year  for  which  the  excess- 
profits  tax  is  levied.  By  providing  that  any  excess-profits  tax  paid 
after  the  taxable  year  shall  be  deemed  to  have  been  paid  within  the 
taxable  year,  the  same  treatment  is  accorded  to  taxpayers  on  the  cash 
basis  as  is  accorded  to  taxpayers  on  the  accrual  basis.  It  is  also  pro¬ 
vided  that  the  excess-profits  tax  shall  be  computed,  for  the  purposes 
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of  this  deduction,  without  reduction  by  the  foreign  tax  credit,  and 
without  regard  to  the  adjustments  provided  for  in  section  734. 

Since  the  excess-profits  net  income  for  a  taxable  year  is  primarily 
the  normal-tax  net  income  with  certain  adjustments,  it  is  necessary 
to  amend  section  711  (a)  to  require  an  adjustment  to  normal-tax 
net  income  in  the  form  of  a  disallowance  of  the  deduction  of  the 
excess-profits  tax.  A  further  adjustment  is  added  to  this  section  in 
the  form  of  a  provision  stating  that,  for  the  purpose  of  computing 
any  deduction  or  credit  which  is  limited  to  a  certain  percentage  of 
the  taxpayer’s  net  income — e.  g.,  the  deduction  for  charitable  con¬ 
tributions  or  for  percentage  depletion — such  net  income  (or,  in  the 
case  of  percentage  depletion,  such  net  income  from  the  property) 
shall  be  computed  without  regard  to  the  deduction  on  account  of  the 
excess-profits  tax.  It  is  also  provided  under  section  718  (c)  (3)  with 
reference  to  taxpayers  on  the  invested-capital  basis,  that  in  deter¬ 
mining  whether  distributions  were  out  of  earnings  and  profits  of  any 
excess-profits-tax  taxable  year,  the  income  tax  shall  be  disregarded 
in  the  computation.  Finally,  in  determining  the  presence  and  extent 
of  the  taxpayer’s  right  to  the  benefits  of  section  722,  dealing  with 
abnormalities,  it  is  provided  that  the  excess-profits  tax  shall  be 
disregarded. 

Section  602  of  the  Internal  Revenue  Code,  dealing  with  the  com¬ 
putation  of  net  income  for  the  purposes  of  the  declared  value  excess- 
profits  tax,  is  amended  to  provide  that  the  net  income  shall  be  deter¬ 
mined  without  regard  to  the  deduction  on  account  of  the  excess-profits 
tax  imposed  by  subchapter  E  of  chapter  2. 

It  is  also  provided  that,  in  computing  the  excess-profits  credit  carry¬ 
over,  the  excess-profits  credit  and  excess-profits  net  income  for  taxable 
years  beginning  in  1940  shall  be  computed  as  if  the  amendments  made 
by  this  bill  were  applicable. 

SECTION  2  03.  NEW  CAPITAL 

This  section  is  the  same  as  section  205  in  the  House  bill  except  for 
certain  changes  of  a  technical  nature  made  in  subparagraph  (A) 
intended  to  carry  out  more  completely  the  provisions  of  the  House 
bill. 

This  section  amends  section  718  (a)  of  the  Internal  Revenue  Code, 
defining  equity  invested  capital,  by  adding  a  new  paragraph  desig¬ 
nated  as  (6).  The  effect  of  the  amendment  is  to  increase  by  25  percent 
the  amount  includible  in  equity  invested  capital  on  account  of  new 
capital.  The  term  “new  capital”  is  defined  to  mean  the  aggregate  of 
the  amount  of  money  and  property  paid  in  for  stock  or  as  paid-in 
surplus,  or  as  a  contribution  to  capital,  and  the  amount  of  taxable 
stock  dividends  made,  during  a  taxable  year  beginning  after  Decem¬ 
ber  31,  1940,  subject  to  certain  limitations.  These  limitations  are 
intended,  in  general,  to  prevent  a  taxpayer  from  treating  as  new 
capital  amounts  resulting  from  mere  adjustments  in  the  existing 
capital,  including  borrowed  capital,  of  the  taxpayer,  or  of  a  controlled 
group  of  corporations. 

The  limitations  provided  by  subparagraphs  (A),  (B),  and  (C)  bar 
from  the  concept  of  new  capital  the  amount  of  any  equity  invested 
capital  acquired  in  an  exchange  occurring  during  a  taxable  year  be- 
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ginning  after  December  31,  1940,  to  which  section  112  (b)  (3),  (4),  or 
(5),  or  so  much  of  section  112  (c),  (d),  or  (e)  as  refers  to  section  112 
(b)  (3),  (4),  or  (5)  is  applicable,  or  would  be  applicable  if  the  term 
“control”  had  been  defined  in  section  112  (h)  to  mean  the  ownership 
of  stock  possessing  more  than  50  percent  of  the  total  combined  voting 
power  of  all  classes  of  stock  entitled  to  vote  or  more  than  50  percent 
of  the  total  value  of  all  classes  of  stock.  In  order  to  take  care  of 
exchanges  under  Supplement  It  of  the  Internal  Revenue  Code,  which 
relates  to  exchanges  and  distributions  in  obedience  to  orders  of  the 
Securities  and  Exchange  Commission,  and  to  which  section  112  (b), 
(3),  (4),  or  (5)  is  made  inapplicable  by  section  371  (g),  that  portion 
of  subparagraph  (A)  of  the  House  bill  reading: 

There  shall  not  be  included  money  or  property  paid  in  by  a  corporation  in  an 
exchange  to  which  section  112  (b)  (3),  (4),  or  (5),  or  so  much  of  section  112  (c), 
(d),  or  (e)  as  refers  to  section  112  (b)  (3),  (4),  or  (5)  is  applicable — 

has  been  changed  to  read : 

There  shall  not  be  included  money  or  property  paid  in  by  a  corporation  in  an 
exchange  to  which  section  112  (b)  (3),  (4),  or  (5),  or  so  much  of  section  112  (c), 
(d),  or  (e)  as  refers  to  section  112  (b)  (3),  (4),  or  (5)  is  applicable  (or  would 
be  applicable  except  for  section  371  (g) ). 

These  limitations  also  bar  from  the  concept  of  new  capital  any  equity 
invested  capital  acquired  in  a  transaction  between  members  of  a  con¬ 
trolled  group  of  corporations  as  that  term  is  defined  in  subpara¬ 
graph  (B). 

The  limitations  provided  by  subparagraph  (D)  have  the  effect  of 
reducing  the  amount  of  new  capital  as  of  any  day  by  the  excess  of  the 
amount  of  inadmissible  assets  held  on  that  day  over  the  amount  of 
such  assets  held  on  the  first  day  of  the  taxpayer’s  first  taxable  year 
beginning  after  December  31,  1940.  This  treatment  is  comparable  to 
the  treatment  of  excluded  assets  in  the  computation  of  daily  capital 
additions  under  section  713  (g)  of  the  existing  law. 

The  limitations  under  subparagraph  (E)  prevent  new  capital  as  of 
any  day  from  exceeding  the  amount  by  which  the  total  equity  invested 
capital  and  borrowed  capital  as  of  such  day,  computed  without  includ¬ 
ing  the  25-percent  increase,  exceeds  the  sum  of  the  equity  invested 
capital  and  borrowed  capital  as  of  the  first  clay  of  the  taxpayer’s 
first  taxable  year  beginning  after  December  31,  1940.  Any  increase 
in  new  capital  is  thus  prevented  where  the  amount  of  borrowed  capital 
is  reduced  by  the  same  amount  as  that  by  which  the  equity  invested 
capital  is  increased,  and  no  increase  in  new  capital  will  result  from 
a  distribution  by  a  stock  dividend  of  earnings  and  profits  accumulated 
prior  to  the  first  day  of  a  taxable  year  beginning  after  December 
31,  1940.  Subparagraph  (E),  however,  is  so  worded  that  there  is  no 
reduction  to  the  extent  that  the  sum  of  the  equity  invested  capital 
and  borrowed  capital  as  of  any  day  is  less  than  the  sum  of  the  equity 
invested  capital  and  borrowed  capital  as  of  the  first  day  of  a  taxable 
year  beginning  after  December  31,  1940,  due  to  an  operating  deficit 
occurring  in  any  taxable  year  during  the  intervening  period. 

The  limitations  contained  in  subparagraphs  (A)  to  (E)  may  be 
illustrated  by  the  following  examples : 
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EXAMPLE  (1),  SUBPARAGRAPH  (A) 

Corporation  A  issues  stock  during  a  taxable  year  beginning  after 
December  31,  1940,  to  corporation  B  in  exchange  for  the  transfer  of 
certain  property  by  corporation  B.  Immediately  after  the  transfer 
the  stock  acquired  by  corporation  B  has  a  value  of  $10,000,  the  total 
value  of  all  classes  of  stock  of  corporation  A  then  outstanding  amount¬ 
ing  to  $18,000.  Corporation  A  obtains  no  new  capital,  since  the  prop¬ 
erty  for  which  the  new  stock  was  issued  was  obtained  in  an  exchange 
to  which  section  112  (b)  (5)  would  be  applicable  if  the  term  “control” 
had  been  defined  in  section  112  (h)  so  as  to  include  either  the  owner¬ 
ship  of  stock  possessing  more  than  50  percent  of  the  total  combined 
voting  power  of  all  classes  of  stock  entitled  to  vote  or  more  than  50 
percent  of  the  total  value  of  all  classes  of  stock  outstanding. 

EXAMPLE  (2),  SUBPARAGRAPH  (B) 

Corporation  A  owns  stock  in  corporation  B,  and  corporation  B  owns 
stock  in  corporation  C.  Corporation  A  transfers  property  to  corpora-  , 
tion  C  in  exchange  for  stock  of  corporation  C.  Immediately  after  the 
transfer  the  stock  owned  by  corporation  A  in  corporation  B  possesses 
more  than  50  percent  of  the  total  combined  voting  power  of  all  classes 
of  stock  entitled  to  vote.  Also  immediately  after  such  transfer  the 
stock  owned  by  corporation  B  in  corporation  C  has  a  value  equal  to 
more  than  50  percent  of  the  total  value  of  all  classes  of  stock  of 
corporation  C. 

Corporation  C  obtains  no  new  capital  through  the  acquisition  of  the 
property  from  corporation  A  in  exchange  for  its  stock,  since  imme¬ 
diately  after  the  transfer  corporation  A,  the  transferor,  and  corpora¬ 
tion  C,  the  transferee,  are  members  of  the  same  controlled  group. 

EXAMPLE  (3),  SUBPARAGRAPH  (C) 

Corporation  A  makes  a  distribution  in  taxable  stock  dividends  to 
corporation  B  and  C  during  a  taxable  year,  beginning  after  Decem¬ 
ber  31,  1940.  Immediately  after  the  distribution  corporations  B  and 
C  own  stock  in  corporation  A  which  has  a  voting  power  of  more  than 
50  percent  of  the  combined  voting  power  of,  all  classes  of  stock  entitled 
to  vote.  Also  immediately  after,  the  transfer  corporation  B  owns 
stock  in  corporation  C,  which  has  a  value  of  more  than  50  percent 
of  the  total  value  of  all  classes  of  stock  of  corporation  A.  The  distri¬ 
bution  made  by  corporation  A  in  the  taxable  stock  dividend  does  not 
constitute  new  capital  to  corporation  A. 

EXAMPLE  (4),  SUBPARAGRAPH  (D) 

Corporation  X  makes  its  excess-profits  tax  return  on  the  calendar- 
year  basis.  On  July  1,  1941,  cash  in  the  amount  of  $100,000  is  paid 
in  for  stock.  There  are  no  other  changes  made  in  either  the  amount 
of  equity  invested  capital  or  borrowed  capital  at  any  time  during  the 
year  1941.  The  adjusted  basis  of  inadmissible  assets  as  of  January  1, 
1941,  amounts  to  $5,000.  The  adjusted  basis  of  such  assets  as  of  July 
2, 1941,  is  increased  to  $15,000.  The  new  capital  of  $100,000  is  induced 
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to  $90,000  as  of  July  2,  1941,  by  subparagraph  (D),  as  shown  by  the 
following  computation : 

$100,000,  new  capital,  minus  $10,000  ($15,000,  amount  of  inad- 
missibles  as  of  July  2,  1941,  minus  $5,000.  amount  of  inad- 
missibles  as  of  July  1,  1941)  =$90,000. 

EXAMPLE  (5),  SUBPARAGRAPH  (E) 

Corporation  Y  makes  its  return  on  the  calendar-year  basis.  Its 
equity  invested  capital  as  of  January  1,  1941,  amounts  to  $30,000,  con¬ 
sisting  of  money  paid  in  for  stock.  $20,000.  and  accumulated  earnings 
and  profits,  $10,000.  Its  borrowed  capital  as  of  January  1.  1941,  con¬ 
sists  of  bonds  outstanding  amounting  to  $15,000.  making  the  total  of 
its  equity  invested  capital  and  borrowed  capital  as  of  January  1,  1941, 
$45,000.  The  corporation  has  no  inadmissible  assets  at  any  time  dur¬ 
ing  the  year  1941.  On  January  2,  1941.  the  corporation  makes  a  dis¬ 
tribution  in  taxable  stock  dividends  amounting  to  $5,000.  On  July  1, 
1941.  money  is  paid  in  for  stock  amounting  to  $15,000,  and  on  July  2, 
1941,  bonds  are  retired  in  the  amount  of  $10,000. 

The  new  capital  of  $20,000  acquired  during  the  year  1941  repre¬ 
sented  by  a  distribution  in  a  taxable  stock  dividend  amounting  to 
$5,000  and  by  money  paid  in  for  stock  amounting  to  $15,000  is  reduced 
to  $5,000  on  July  3,  1941.  due  to  the  retirement  of  $10,000  of  bonds  on 
July  2,  1941,  and  the  fact  that  the  stock  dividend  is  paid  out  of  earn¬ 
ings  accumulated  before  January  1,  1941,  under  the  application  of 
subparagraph  (E),  shown  as  follows: 

The  sum  of  the  equity  invested  capital  and  borrowed  capital  on 
July  3,  1941  (computed  without  regard  to  the  25-percent  increase  for 
new  capital),  amounts  to  $50,000.  This  sum  exceeds  the  total  equity 
invested  capital  and  borrowed  capital  on  January  1,  1941,  amounting 
to  $45,000,  by  $5,000.  Under  subparagraph  (E)  the  new  capital  shall 
not  be  more  than  such  excess.  The  new  capital  is  thus  reduced  from 
$20,000  to  $5,000. 

If  the  accumulated  earnings  and  profits  of  corporation  Y  as  of 
January  1,  1942,  are  reduced  to  zero  due  to  the  stock  dividend  distribu¬ 
tion  of  $5,000  made  on  January  2,  1941,  and  an  operating  deficit  of 
$5,000  during  the  taxable  year  1941,  the  new  capital  includible  in 
equity  invested  capital  as  of  January  1.  1942,  would  be  $10,000 
instead  of  $5,000  under  the  application  of  subparagraph  ( E ) ,  as  shown 
by  the  following  computation  : 

New  capital  as  of  January  1,  1942,  before  application  of  subpara¬ 
graph  (E),  $20,000,  shall  not  be  more  than  the  excess  of  $50,000  (total 
capital  on  January  1,  1942,  before  adding  25  percent  under  section 
718  (a)  (6))  over  $45,000  (total  capital  on  January  1,  1941)  less 
$5,000  (amount  by  which  the  accumulated  earnings  and  profits  as  of 
January  1,  1941,  exceed  the  accumulated  earnings  and  profits  (com¬ 
puted  without  regard  to  distributions  as  of  January  1,  1942)),  or 
the  new  capital  cannot  exceed  $50,000  minus  ($45,000  minus  $5,000), 
or  $10,000. 


42 


REVENUE  BILL  OF  1941 


SECTION  2  04.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  APPLICABLE 

This  is  the  same  as  section  207  of  the  House  bill  and  provides  that 
the  amendments  relative  to  the  excess-profits  tax  made  by  this  title  are 
applicable  only  with  respect  to  taxable  years  beginning  after  December 
31, 1940. 

TITLE  III — CAPITAL-STOCK  TAX  AND  DECLARED  VALUE  EXCESS- 

PROFITS  TAX 

SECTION  301.  CAPITAL-STOCK  TAX 

The  House  bill  increased  the  capital-stock  tax  from  the  defense  rate 
of  $1.10  per  $1,000  to  $1.25  per  $1,000  of  the  value  of  the  capital  stock 
as  declared  by  the  corporation.  This  provision  is  retained  in  the  bill 
as  reported  by  your  committee.  In  addition,  your  committee  has 
revised  this  section  to  provide  for  an  annual  declaration  of  capital- 
stock  value.  Certain  technical  amendments  necessitated  by  such 
provision  have  also  been  made. 

Section  1203  (a)  (2)  of  the  Internal  Revenue  Code  is  also  amended 
to  permit  a  90-day  extension  of  time,  in  lieu  of  the  60-day  extension 
authorized  by  existing  law,  for  filing  of  capital-stock  returns  for 
this  year.  However,  if  a  return  has  already  been  filed,  the  filing 
of  an  amended  return  is  not  made  compulsory,  it  being  provided  that 
the  value  declaration  on  a  return  filed  in  accordance  with  the  statute 
shall  constitute  the  declared  value  for  purposes  of  the  statute  as 
amended  unless  another  return  is  filed  within  the  time  prescribed  by 
law,  which  includes  the  period  of  any  extension  granted  by  the 
Commissioner. 

SECTION  3  0  2.  DECLARED  VALUE  EXCESS-PROFITS  TAX - DEFENSE-TAX  RATES 

INCORPORATED  IN  RATE  SCHEDULE 

The  House  bill  made  permanent  the  defense-tax  rates  of  the  excess- 
profits  tax.  The  amendment  accomplishes  the  same  result  by  inte¬ 
grating  the  defense-tax  rates  with  the  basic  tax. 

Other  technical  amendments  are  made  to  accord  with  the  amend¬ 
ments  made  by  section  301  relative  to  the  capital-stock  tax. 

TITLE  IV— ESTATE  AND  GIFT  TAXES 
SECTION  401.  ESTATE-TAX  RATES 

This  section  of  the  House  bill  increases  the  rates  applicable  to  the 
additional  estate  tax  with  respect  to  decedents  dying  after  the  date 
of  enactment  of  the  act  and  make  permanent  the  defense  tax  on  net 
estates  imposed  by  section  951.  In  the  bill  as  reported  by  your  com¬ 
mittee  these  increases  have  been  retained,  but  the  rates  have  been 
further  increased  by  reason  of  the  integration  of  the  defense  tax 
and  the  additional  estate  tax. 
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SECTION  40  2.  GIFT-TAX  RATES 

This  section  of  the  House  bill  increased  the  rates  for  computing  the 
gift  tax  for  the  calendar  year  1942  and  each  calendar  year  thereafter. 
The  75-percent  ratio  previously  existing  between  the  gift-tax  rates 
and  the  aggregate  of  the  estate  tax  and  additional  estate-tax  rates 
was  preserved.  The  House  bill  also  made  permanent  the  defense  tax 
imposed  for  5  years  by  section  1001  (d)  of  the  Internal  Revenue  Code. 
In  the  bill  as  reported  by  your  committee  these  increases  have  been 
retained,  but  the  rates  have  been  further  increased  by  reason  of  the 
integration  of  the  defense-tax  and  the  gift-tax  rates. 

TITLE  V— EXCISE  TAXES 
Part  I.  1932  Excise  Taxes  Made  Permanent 

SECTION  301.  19  32  EXCISE  TAXES  MADE  PERMANENT 

This  section  repeals  section  3452  of  the  Internal  Revenue  Code, 
which  now  provides  that  the  manufacturers’  excise  taxes  imposed  by 
chapter  29  shall  terminate  as  of  July  1,  1945.  It  thus  makes  per¬ 
manent  law  the  provisions  imposing  such  taxes. 

SECTION  50  2.  PIPE-LINE  TAX 

This  section  strikes  out  the  termination  date  (July  1,  1945)  appli¬ 
cable  to  the  tax  on  the  transportation  of  oil  by  pipe  line. 

SECTION  5  0  3.  TECHNICAL  AMENDMENT 

This  section  revises  the  title  language  of  subtitle  C  of  the  Internal 
Revenue  Code  to  make  it  more  descriptive  of  the  taxes  included  within 
subtitle  C. 

SECTION  5  0  4.  BOND  TAX 

This  section  makes  permanent  the  tax  on  the  transfer  of  bonds. 

SECTION  5  05.  CONVEYANCE  TAX 

The  two  sections  strike  out  the,  termination  date  (July  1,  1945) 
applicable  to  the  bond  transfer  and  conveyance  taxes. 

Part  II.  Defense-Tax  Rates  Made  Permanent  (No  Increase  in  Tax 
and  No  Change  of  Base) 

SECTION  521.  DEFENSE  EXCISE-TAX  RATES  MADE  PERMANENT  WHICH  ARE  NOT 

INCREASED  BY  THIS  ACT 

With  respect  to  the  taxes  listed  hereinafter  section  521  incorporates, 
without  change,  in  the  applicable  provisions  of  the  Internal  Revenue 
Code  the  defense-tax  rates  imposed  by  the  First  Revenue  Act  of  1940 
and  makes  such  rates  permanent.  These  tax  rates  were  originally  pre- 


44 


REVENUE  BILL  OF  1941 


scribed  by  the  First  Revenue  Act  of  1940  to  be  effective  for  the  period 
prior  to  July  1, 1945.  The  particular  taxes  are  those  with  respect  to — 


Corporate  securities. 
Capital-stock  issues. 
Capital-stock  transfers. 
Insurance  policies. 
Passage  tickets. 
Cigarettes. 

Pistols  and  revolvers. 
Fermented  malt  liquors. 
Wholesalers  of  liquors. 
Retailers  of  liquors. 
Brewers. 


Wholesalers  of  malt  liquors. 
Retailers  of  malt  liquors. 
Rectifiers. 

Stills. 

Firearms,  etc. 

Electrical  energy. 

Gasoline. 

Lubricating  oils. 

Transportation  of  oil  by  pipe  line. 
Transfer  of  bonds. 

Conveyances. 


Section  521  of  the  House  bill  covered  also  “box  seats”  and  “sales 
outside  box  offices,”  but  under  the  committee  amendment  these  are 
covered  by  section  541  (b)  and  (c)  which  increases  the  tax  in  each 
case  to  15  percent. 


Part  III.  Increases  in  Rates  or  Existing  Excise  Taxes 


SECTION  531.  PLAYING  CARDS 

This  section  increases  the  rate  of  tax  on  the  manufacture  of  playing 
cards  from  11  cents  per  pack  to  13  cents  per  pack. 

SECTION  532.  SAFE-DEPOSIT  BOXES 

This  section  increases  the  rate  of  tax  on  the  rental  of  safe-deposit 
boxes  from  11  percent  of  the  amount  paid  to  20  percent. 

SECTIONS  533,  534,  LIQUOR 

Section  533  amends  section  2800  (a)  (1)  of  the  Internal  Revenue 
Code,  which  imposes  an  excise  tax  upon  distilled  spirits  and  im¬ 
ported  perfumes  containing  distilled  spirits  at  the  rate  of  $4  (and 
on  brandy  at  the  rate  of  $3.75). 

The  existing  rate  of  tax  upon  distilled  spirits  other  than  brandy, 
and  upon  imported  perfumes  containing  distilled  spirits,  is  $3  per 
proof  gallon,  and  upon  brandy  $2.75  per  proof  gallon.  These  are 
the  defense-tax  rates  imposed  by  section  213  of  the  Revenue  Act 
of  1940,  effective  July  1,  1940.  The  rates  proposed  by  the  bill, 
therefore,  represent  an  increase  of  $1  per  proof  gallon  over  the 
defense-tax  rates.  The  defense-tax  rates  are  75  cents  per  proof 
gallon  over  and  above  the  rates  in  effect  prior  to  July  1,  1940. 

Subsection  (c)  of  section  533  makes  a  complementary  amendment 
to  section  2887  of  the  Internal  Revenue  Code,  which  provides  for 
the  allowance  of  drawback  of  internal-revenue  tax  upon  the  exporta¬ 
tion  of  distilled  spirits  in  distillers’  original  packages. 

Subsection  (cl)  will  amend  section  2800  of  the  Internal  Revenue 
Code  by  adding  a  new  subsection  “(i)”  to  provide  a  floor-stocks 
tax  of  $1  per  proof  gallon  on  all  distilled  spirits  upon  which  the 
tax  has  been  paid  and  which  on  the  effective  date  of  the  new  rates 
are  held  and  intended  for  sale  or  for  use  in  the  manufacture  or 
production  of  any  article  intended  for  sale.  This  subsection  will 
have  the  effect  of  placing  all  distilled  spirits  tax-paid  at  the  old 
rates  and  held  for  the  purposes  specified  on  an  equal  tax  basis 
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with  other  distilled  spirits  withdrawn  and  tax-paid  at  the  new  rates. 
It  will  preclude  loss  of  revenue  through  the  withdrawal  and  tax 
payment  of  large  stocks  before  the  new  rates  become  etfective.  As 
in  prior  floor-stocks  tax  statutes,  provision  is  made  for  the  filing 
of  returns  and  for  deferring  payment  of  the  tax  upon  the  sub¬ 
mission  of  satisfactory  surety  bonds. 

This  subsection  also  provides  that  for  the  purposes  thereof  the  term 
“distilled  spirits”  shall  include  products  produced  in  such  manner 
that  the  person  producing  them  is  a  rectifier  within  the  meaning  of 
section  3254  (g)  of  the  Internal  Revenue  Code.  The  object  of  this 
provision  is  to  subject  to  the  floor-stocks  tax  liqueurs,  cordials,  and 
similar  compounds  in  the  manufacture  of  which  distilled  spirits  are  a 
constituent. 

The  existing  rates  on  still  wines  are  as  follows:  Not  more  than  14 
percent  of  absolute  alcohol,  6  cents  per  wine  gallon ;  more  than  14 
percent  and  not  exceeding  21  percent  of  absolute  alcohol,  18  cents 
per  wine  gallon;  and  more  than  21  percent  and  not  exceeding  24 
percent  of  absolute  alcohol,  30  cents  per  wine  gallon.  Section  534  (a) 
of  the  bill  imposes  rates  of  8,  24,  and  50  cents  respectively.  The 
proposed  rates  represent  an  increase  of  2  cents,  6  cents,  and  20  cents 
per  gallon  over  existing  rates. 

The  existing  tax  rates  on  other  wines  are  as  follows:  Sparkling 
wines,  3  cents  on  each  one-half  pint  or  fraction  thereof;  artificially 
carbonated  wines,  iy2  cents  on  each  one-half  pint  or  fraction  thereof; 
liqueurs,  cordials,  and  similar  compounds,  1  y2  cents  on  each  one-half 
pint  or  fraction  thereof.  Section  534  (b)  of  the  bill  imposes  rates  of 
4  and  214  cents  respectively.  The  proposed  rates  represent  an  in¬ 
crease  of  1  cent  on  sparkling  wines  and  three-fourths  of  1  cent  on 
artificially  carbonated  wines,  and  liqueurs,  cordials,  and  similar 
compounds,  over  the  tax  rates  on  such  products. 

Subsection  (c)  of  section  534  will  amend  subchapter  F  of  chapter 
26  of  the  Internal  Revenue  Code  by  inserting  at  the  end  thereof  a 
new  section  imposing  a  floor-stocks  tax  on  all  wines  on  which  the  tax 
has  been  paid  and  which  are  held  and  intended  for  sale  or  for  use  in 
the  manufacture  or  production  of  any  article  intended  for  sale  on  the 
effective  date  of  the  new  rates.  This  subsection,  like  subsection  (d) 
of  section  533  in  the  case  of  distilled  spirits,  will  have  the  effect  of 
placing  all  wines  tax-paid  at  the  old  rates  and  held  for  the  purposes 
specified  on  a  basis  of  equality,  insofar  as  taxation  is  concerned,  with 
other  wines  withdrawn  and  tax-paid  at  the  new  rates. 

Your  committee  made  the  following  changes:  The  differential  in 
favor  of  brandy  was  eliminated,  and  brandy  made  subject  to  the  same 
H  rate  as  other  distilled  spirits.  The  rates  on  still  wines  of  8  cents, 
24  cents,  and  50  cents  have  been  changed  to  10  cents,  35  cents,  and  65 
cents,  respectively.  The  rate  of  4  cents  on  sparkling  wines  has  been 
changed  to  7  cents  and  the  rate  of  2 y4  cents  on  artificially  carbonated 
wines  and  on  liqueurs,  cordials,  and  similar  compounds  has  been 
changed  to  ?>y2  cents. 

SECTION  535.  TIRES  AND  TUBES 

This  section  increases  the  rate  of  the  manufacturers’  excise  tax 
(defense  tax  rates)  on  tires  from  2y2  cents  per  pound  to  5  cents  nor 
pound  and  the  rate  of  tax  on  inner  tubes  from  4y2  cents  per  pound  lo 


46 


REVENUE  BILL  OF  194  1 


9  cents.  It  imposes  a  floor-stocks  tax  on  tires  and  inner  tubes  held 
for  sale  by  any  person  other  than  the  manufacturer,  producer,  or 
importer  on  the  date  the  increased  manufacturers’  excise  tax  rates 
take  effect.  The  floor-stocks  tax  rates  are  in  an  amount  equal  to  the 
increase  in  the  rates  of  the  manufacturers’  tax.  The  floor-stocks  tax 
is  restricted  in  its  scope  to  tires  and  inner  tubes  for  automobiles, 
trucks,  trailers,  motorcycles,  etc.,  and  will  not  be  applicable  to  such 
miscellaneous  items  as  bicycle  tires,  baby-buggy  tires,  etc.  The  tax 
is  specifically  made  applicable  to  tires  and  tubes  held  by  automobile 
manufacturers  as,  or  for,  equipment  on  new  automobiles.  It  is  not 
made  applicable  to  tires  and  tubes  actually  on  automobiles  held  by 
new  and  second-hand  car  dealers  but  is  applicable  to  the  stocks  of 
unmounted  tires  and  tubes  held  by  such  dealers  and  by  any  person, 
including  retailers,  for  sale.  The  floor-stocks  tax  does  not  apply  to 
any  tires  and  tubes  held  by  a  person  who  must  pay  the  increased 
manufacturers’  excise-tax  rate  on  such  articles  when  he  sells  them. 

SECTION  5  3  6.  EFFECTIVE  DATE  OF  PART  III 

This  section  applies  to  sections  531  to  535,  inclusive,  and  provides, 
in  brief,  that  the  increased  tax  rates  and  new  taxes  imposed  by  such 
sections  shall  take  effect  on  the  first  day  of  the  first  month  which 
begins  more  than  10  days  after  the  date  of  the  enactment  of  the  bill. 

Part  IV.  Changes  in  Basis  of  Computing  Tax  (Kates  Increased 

in  Certain  Cases) 

SECTION  541.  ADMISSIONS  TAX 

The  House  bill  subjected  to  tax,  admissions  of  10  cents  or  more 
at  the  rate  of  1  cent  for  each  10  cents  or  fraction  thereof.  Under 
existing  law  the  admissions  tax  applies  only  to  admissions  of  21 
cents  or  more. 

Under  the  committee  amendment  the  tax  applies  to  all  amounts 
paid  for  admission.  In  addition  to  the  consideration  of  the  in¬ 
creased  revenue  resulting  from  elimination  of  the  exemption,  which 
was  strongly  urged  on  the  committee,  many  operators  of  amusement 
enterprises  would  prefer  that  there  be  no  exemption  of  amounts  less 
than  10  cents,  as  this  exemption  would  encourage  certain  forms  of 
avoidance,  such  as  reducing  a  10-cent  admission  charge  to  9  cents. 

The  committee  bill  imposes  a  schedule  of  rates  as  follows :  A  10-cent 
admission  is  taxable  at  1  cent,  a  15-cent  admission  at  2  cents,  a  20-cent 
admission  at  3  cents,  etc.  Admissions  of  more  than  50  cents  are  to  be 
subject  to  a  tax  of  15  percent  of  the  amount  charged.  Fractions  of 
y2  cent  or  more  are  to  be  increased  to  1  cent  and  smaller  fractions 
disregarded.  The  rates  of  tax  upon  sales  outside  the  box  office  and  upon 
the  permanent  use  or  lease  of  boxes  and  seats  are  increased  from  10 
to  15  percent. 

Under  the  bill  as  it  passed  the  House,  the  special  treatment  under 
the  admissions  tax  with  respect  to  so-called  free  or  reduced  rate 
admissions  now  applicable  to  employees,  municipal  officers,  and  chil¬ 
dren  under  12  years  of  age,  is  extended  to  include  members  of  the 
military  or  naval  forces  of  the  United  States  and  of  the  Civilian 
Conservation  Corps  when  in  uniform.  For  example:  If  the  estab- 
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fished  price  is  50  cents  and  a  soldier  in  uniform  is  charged  only  20 
cents,  the  tax  basis  is  20  cents  and  not  50  cents.  If  he  is  admitted 
free  no  tax  is  payable. 

In  the  case  of  reduced  rates  of  admission  of  children  under  12 
years  of  age,  the  present  law  provides  that  the  tax  shall  be  computed 
on  the  amount  actually  charged  such  children  and  not  on  the  regular 
charge  for  adults.  Your  committee  recommends  that  the  age  limit 
of  12  years  be  changed  to  18  years. 

The  bill,  as  it  passed  the  House,  provided  that  section  1701  of  the 
Internal  Revenue  Code  which  allows  a  number  of  exemptions  from 
the  admissions  tax  shall  not  be  applicable  after  the  effective  date  of 
part  III  of  the  bill.  The  amendment  continues  the  exemptions  allowed 
by  sections  1701  (b)  and  (c)  which  the  committee  regards  as  appro¬ 
priate.  Section  1701  (b)  relates  to  admissions  to  agricultural  fairs, 
and  section  1701  (c)  relates  to  admissions  to  certain  concerts  conducted 
by  civic  or  community  membership  associations. 

SECTION  542.  CABARET,  ROOF  GARDEN,  ETC.,  TAX 

This  section  revises  the  base  of  the  present  “cabaret”  tax.  It  imposes 
a  tax  of  5  percent  on  amounts  paid  for  admission,  refreshment,  service, 
and  merchandise  at  any  roof  garden,  cabaret,  or  other  similar  place 
furnishing  a  public  performance  for  profit.  Liability  for  the  tax  is 
imposed  on  the  proprietor.  The  tax  applies  to  all  amounts  paid. 
Under  present  law  the  tax  is  imposed  on  the  patron  under  a  rather 
complicated  rate  of  2  cents  (including  the  defense  tax)  for  each  10 
cents  of  20  percent  of  the  amount  paid  if  20  percent  of  the  amount  paid 
exceeds  50  cents. 

This  section  also  makes  certain  amendments  to  administrative 
provisions  of  the  code  applicable  to  the  “cabaret”  tax  and  other 
admission  taxes. 

The  committee  made  no  change  in  this  section.  It  was  urged  before 
the  committee  that  shifting  of  liability  for  the  tax  from  the  patron 
to  the  proprietor  would  make  it  unlawful  for  the  proprietor  to  add  the 
amount  of  the  tax  to  the  patron’s  bill.  This  contention  is  mistaken. 
The  amendment  merely  shifts  the  legal  incidence  of  the  tax  from  the 
patron  to  the  proprietor  and  makes  the  proprietor  primarily  liable 
for  the  payment  of  the  tax  to  the  Government.  There  is  nothing  in 
the  section  which  would  prevent  the  taxpayer,  the  proprietor,  from 
shifting  the  tax  burden  to  his  customer. 

By  section  550  of  the  bill  the  cabaret  tax  imposed  by  section  542  is 
made  applicable  to  the  period  beginning  10  a.  m.  on  the  effective  date 
of  part  IV  of  the  bill.  The  time  10  a.  m.  means  the  standard  time  for 
the  time  belt. 

SECTION  543  CLUB  DUES 

This  section  reduces  the  amount  used  as  a  test  for  determining 
liability  to  the  tax  on  club  dues  from  $25  annual  dues  of  an  active 
resident  annual  member  to  $10,  and  redefines  the  term  “dues”  spe¬ 
cifically  to  include  certain  privilege  fees  and  assessments. 

This  section  also  makes  permanent  the  defense-tax  rates  applicable 
to  dues  and  initiation  fees,  as  imposed  by  the  first  Revenue  Act  of 
1940. 
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The  committee  made  no  change  in  this  section.  It  believes  the  re¬ 
definition  of  the  term  “dues”  to  be  very  helpful  in  avoiding  litigation. 
Under  existing  law  a  number  of  privilege  fees  and  assessments  are 
subject  to  tax  as  club  “dues”.  Some  taxpayers  have  alleged  either  that 
there  is  an  ambiguity  in  the  present  law  or  that  it  cannot  be  construed 
to  cover  certain  types  of  fees.  It  is,  therefore,  desirable,  in  order  to 
avoid  litigation,  to  define  in  very  direct  terms  what  is  intended  to  be 
covered  by  the  term  “dues.” 

SECTION  544.  AUTOMOBILE,  TRUCK,  BUS,  AND  PARTS  TAX 

This  section  increases  the  rates  of  tax  on  automobile  truck  chassis, 
truck  bodies,  etc.,  from  2 y2  percent  to  5  percent  and  brings  trailers  and 
semitrailers  for  trucks  within  the  scope  of  the  tax.  Passenger  busses 
which  under  present  law  are  subject  to  the  higher  rate  of  tax  applicable 
to  passenger  automobiles  have  been  included  within  the  “truck” 
classification,  and  will  be  subject  to  the  new  5-percent  rate. 

The  rate  of  tax  on  passenger  automobile  chassis  and  bodies,  motor¬ 
cycles,  etc.,  is  increased  from  3 y2  percent  to  7  percent.  Trailers  and 
semitrailers  for  such  vehicles  are  made  subject  to  the  tax.  Subsec¬ 
tion  (b)  of  section  544  increases  the  rate  of  tax  on  automobile  parts 
and  accessories  from  2U>  percent  to  5  percent.  It  excludes  automobile 
radios  which  have  heretofore  been  subject  to  tax  as  automobile  “parts 
or  accessories.”  Automobile  radios  are  by  section  545  made  subject 
to  the  manufacturers’  tax  on  radio  sets  and  parts  at  the  rate  of  10 
percent. 

Subsection  (c)  of  section  544  increases  the  rates  of  credit  allowable 
under  this  section  to  automobile  manufacturers  with  respect  to  the 
tires  and  inner  tubes  on  such  vehicles  from  2 y2  to  5  percent  in  the  case 
of  trucks,  busses,  etc.,  and  3 y2  to  7  percent  in  the  case  of  other  auto¬ 
mobiles  and  motorcycles. 

Subsection  (d)  repeals  section  3403  (f)  of  the  Internal  Revenue 
Code  which  would  allow  a  tax  adjustment  Avith  respect  to  floor  stocks 
of  passenger  automobiles,  trucks,  etc.,  held  by  dealers  as  of  the  termi¬ 
nation  date  of  the  present  tax  on  such  vehicles.  This  is  done  because 
the  termination  date  of  such  tax  has  been  deleted  and  the  tax  made 
of  a  permanent  nature.  Section  3403  (f),  therefore,  becomes  unneces¬ 
sary. 

It  Avas  urged  that  this  section  be  amended  to  specify  that  re¬ 
paired,  reconditioned,  and  rebuilt  automobile  parts  and  accessories 
are  not  subject  to  the  “parts  and  accessories”  tax.  Your  committee 
examined  the  problem  very  carefully.  Repaired  and  reconditioned 
parts  are  not  now  subject  to  tax.  There  are  several  decisions  of  the 
United  States  circuit  courts  of  appeals  holding  rebuilt  parts  and 
accessories  to  be  subject  to  the  manufacturers’  tax.  Rebuilt  parts 
compete  Avith  neAv  parts,  and  it  appears  appropriate  that  they  should 
be  subject  to  the  same  tax.  Accordingly,  no  change  has  been  made. 
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SECTION  54  5.  RADIOS,  PHONOGRAPHS,  RECORDS.  AND  MUSICAL 

INSTRUMENTS 

Section  3404  of  the  Internal  Revenue  Code  now  imposes  a  tax  on 
sales  by  the  manufacturer  of  certain  radio  components  at  the  rate  of 
5y2  percent  of  the  sale  price.  Section  545  amends  section  3404  of  the 
code  so  as  to  impose  a  tax  at  the  rate  of  10  percent  on— 

Radio  receiving  sets.  Certain  principal  components  of 

Automobile  radio  receiving  sets.  these  articles. 

Combination  radio  and  phono-  Phonograph  records, 
graph  sets.  Musical  instruments. 

Phonographs. 

The  articles  listed  have  been  included  within  the  same  section  of  the 
code  because  largely  related. 

SECTION  5  4  6.  REFRIGERATORS,  AIR  CONDITIONERS 

Section  3405  of  the  Internal  Revenue  Code  imposes  a  tax  on  sales 
by  the  manufacturer  of  household-type  mechanical  refrigerators  and 
certain  principal  components  of  such  articles  at  the  rate  of  5y2  percent 
of  the  sales  price.  Section  546  amends  section  3405  of  the  code  to 
increase  the  tax  rate  to  10  percent  and  to  make  the  tax  applicable  to 
the  principal  commercial  types  of  refrigerators,  including  such  articles 
as  ice-cream  cabinets,  food  and  beverage  display  cases,  water  coolers, 
milk-cooler  cabinets,  and  similar  articles.  In  addition,  there  are 
brought  within  the  scope  of  the  tax  components  of  refrigerating  appa¬ 
ratus  such  as  compressors,  condensers,  evaporators,  expansion  units, 
absorbers,  and  controls.  However,  the  tax  with  respect  to  such  com¬ 
ponents  is  not  limited  to  components  for  the  household,  commercial, 
and  industrial  type  of  refrigerator  units  referred  to  above.  Refriger¬ 
ating  components  will  be  subject  to  tax  regardless  of  their  intended 
use.  For  example,  components  for  refrigerator  ships  and  refrigerator 
cars,  and  for  the  refrigerating  plants  of  breweries  and  cold-storage 
warehouses  will  be  subject  to  the  tax. 

Section  546  also  imposes  a  tax  at  the  rate  of  10  percent  on  the  sale 
by  the  manufacturer  of  self-contained  air-conditioning  units  and  cer¬ 
tain  principal  components  of  such  articles. 

SECTION  54  7.  MATCHES 

Section  3409  of  the  Internal  Revenue  Code  now  imposes  a  tax  at 
the  rate  of  5 y2  cents  per  thousand  on  certain  fancy  wooden  matches. 
Section  547  amends  section  3409  of  the  code  to  also  impose  a  tax  at  2 
cents  per  thousand  on  other  types  of  matches.  The  types  of  matches 
subject  to  the  new  tax  at  2  cents  per  thousand  include  the  well-known 
types  of  wooden  and  paper  matches  now  in  every-day  use. 

SECTION  5  4  8.  TELEPHONE,  TELEGRAPH,  ETC. 

Section  548  as  it  passed  the  House  would  impose  on  telephone  con¬ 
versations,  telegraph,  cable,  and  radio  dispatches,  messages  and  con¬ 
versations,  for  which  the  charge  is  more  than  24  cents,  a  tax  at  the 
rate  of  5  cents  for  each  50  cents  or  fraction  thereof  of  the  charge. 
Under  existing  law,  the  tax  on  telephone  toll  service  does  not  apply 
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to  charges  of  less  than  50  cents.  Telegraph  dispatches  and  messages 
are  now  subject  to  tax  at  the  rate  of  5  percent  of  the  amount  charged, 
and  cable  and  radio  dispatches  and  messages  at  the  rate  of  10  cents 
per  message. 

The  committee  amendment  continues  the  distinction  made  by  the 
existing  law  between  telephone  service  and  telegraph  service  and  makes 
the  new  rates  fixed  by  the  House  bill  applicable  only  to  telephone  or 
radio-telephone  messages  or  conversations.  Telegraph,  cable,  and 
radio  messages,  and  dispatches  are  made  subject  to  tax  at  10  percent 
of  the  amount  charged.  The  10-percent  rate  is  double  the  rate  pro¬ 
vided  by  existing  law.  Your  committee  felt  that  the  tax  rates  fixed 
by  the  House  bill  would  place  telegraph,  cable,  and  radio  service  at  a 
competitive  disadvantage. 

This  section  also  amends  section  3465  (b),  which  imposes  a  tax  with 
respect  to  leased  wires  and  talking-circuit  special  service,  to  more 
clearly  specify  the  types  of  service  subject  to  tax,  to  impose  the  tax 
where  the  service  is  rendered  within  a  local  exchange  area  and  to  also 
tax  like  service  furnished  by  companies  other  than  telegraph  and  tele¬ 
phone  companies.  The  present  tax  is  restricted  to  service  furnished 
by  a  telegraph  or  telephone  company. 

The  bill  as  it  passed  the  House  continues  the  present  5-percent  rate. 
The  amendment  increases  the  rate  to  10  percent  in  the  case  of  leased- 
wire  service,  teletypewriter  service,  and  talking-circuit  special  service 
(which  competes  with  telegraph  service  subject  to  tax  under  the  amend¬ 
ment  at  10  percent).  Other  wire  and  equipment  service  is  in  a  some¬ 
what  different  category,  and  as  to  it  no  change  in  the  5-percent  rate 
provided  by  the  House  bill  is  recommended.  Burglar-  and  fire-alarm 
service  is  not  taxed  under  the  amendment.  Similarly,  news-ticker 
service  carrying  general  news  has  been  exempted  from  the  tax  to  be 
consistent  with  the  like  exemptions  allowed  in  the  case  of  newspapers 
with  respect  to  the  leased-wire  tax. 

This  section  also  imposes  a  tax  on  amounts  paid  by  subscribers  for 
local  telephone  service  and  all  other  telephone  service  not  otherwise 
within  the  tax  with  respect  to  telephone  toll  charges  and  the  tax  with 
respect  to  leased  wires.  For  example,  in  addition  to  local  subscribers’ 
service,  this  tax  also  applies  to  telephone  toll  service  where  the  charge 
is  24  cents  or  less.  As  the  tax  is  imposed  only  on  telephone  service, 
special  provision  is  made  to  insure  that  charges  for  installation  of 
instruments,  poles,  switchboards,  apparatus,  and  equipment  are  not 
subject  to  the  tax.  Although  service  through  coin-operated  telephones 
is  not  subject  to  the  tax  on  local  subscribers’  service,  it  is  subject  to  tax 
in  the  case  of  toll  charges  of  more  than  24  cents.  Coin-operated  tele¬ 
phone  service  cannot  be  subject  to  the  tax  because  of  the  im¬ 
practicability  of  charging  the  patron  a  percentage  of  5  cents,  and  col¬ 
lecting  the  5-percent  tax  through  the  instrument.  As  the  tax  on  tele¬ 
phone  toll  service  is  collected  in  multiples  of  5  cents,  it  can  be  collected 
through  coin-operated  telephones. 

The  committee  bill  increases  the  rate  to  10  percent.  No  other  change 
is  made. 

SECTION  5  4  9.  INSTALLMENT,  ETC.,  PAYMENTS 

Section  549  makes  certain  changes  in  section  3441  (c)  of  the  Internal 
Revenue  Code  which  relates  to  articles  leased  or  sold  under  install¬ 
ment  or  conditional  sales  contracts.  Under  section  3441  (c)  the 
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taxpayer  is  permitted  to  pay  the  tax  as  payments  are  made  under  the 
lease  or  conditional  or  installment  sales  contract.  The  provisions 
of  section  1650  (b)  of  the  Internal  Revenue  Code  are  revised  and 
included  within  section  3441  (c). 

Under  the  bill  as  it  passed  the  House,  payments  under  leases  and 
installment  and  conditional  sales  contracts,  and  existing  sales  entered 
into  after  June  30,  1941,  would  be  subject  to  tax.  If  an  existing  tax 
rate  were  increased,  payments  after  the  effective  date  of  the  increase 
would  be  subject  to  the  increased  rate  of  tax.  If  a  new  tax  were  im¬ 
posed,  payments  after  its  effective  date  would  be  subject  to  the  new 
tax.  Your  committee  is  opposed  to  making  such  increased  rates  of 
tax  retroactive  to  the  extent  that  they  wotud  cover  sales  and  leases 
made  during  the  interim  period  prior  to  the  inception  of  the  tax. 
Accordingly,  the  section  has  been  amended  so  that  where  the  partic¬ 
ular  type  of  contract  has  been  entered  into  before  the  effective  date 
of  part  IV  of  the  bill,  and  delivery  made  before  such  date,  the 
increased  tax  rate,  or  the  new  tax,  as  the  case  may  be,  shall  not  apply. 


SECTION  5  50.  EFFECTIVE  DATE  OF  PART  IV 


Section  550  contains  provisions  respecting  the  effective  date  of  new 
taxes,  or  increases  in  existing  rates  of  tax,  or  changes  in  tax  base, 
effected  by  sections  541  to  548.  With  certain  exceptions,  the  provi¬ 
sions  are  the  same  as  those  described  in  the  discussion  of  section  536, 
i.  e.,  the  first  day  of  the  first  month  which  begins  more  than  10  days 
after  the  date  of  the  enactment  of  the  bill.  The  changes  with  respect 
to  the  “cabaret”  tax  become  effective  at  10  a.  m.  on  the  effective  date, 
for  considerations  peculiar  to  that  tax.  Special  provision  is  made  for 
the  effective  date  of  the  tax  imposed  by  section  548,  with  respect  to 
local  subscribers’  telephone  service,  in  order  to  give  telephone  com¬ 
panies  (who  will  collect  the  tax  for  the  Government)  an  opportunity 
to  adjust  their  billing  practices  to  the  tax.  It  was  also  desired  to 
restrict  the  application  of  the  tax,  as  far  as  is  reasonably  practicable, 
to  service  rendered  after  the  date  of  the  enactment  of  the  act.  It  is 
recognized,  however,  that  some  local  service  rendered  prior  to  the 
date  the  act  is  enacted  (but  billed  after  such  date)  will  be  subject  to 
the  tax.  It  is  intended  to  tax  such  service. 

Part  V.  New  Excise  Taxes 


SECTION  5  51.  NEW  MANUFACTURERS’  EXCISE  TAX 


As  passed  by  the  House  this  section  imposes  taxes  on  sales  by  the 
manufacturer,  producer,  or  importer,  of  the  articles  listed  hereinafter 
at  the  rate  given : 


Percent 


Sporting  goods -  10 

Luggage -  10 

Electrical  appliances _  10 

Photographic  apparatus _  10 

Electric  signs _  10 


Percent 


Business  and  store  machines _  10 

Rubber  products _  10 

Washing  machines _  10 

Optical  equipment _  10 


In  the  case  of  sporting  goods,  luggage,  electrical  appliances,  photo¬ 
graphic  apparatus,  business  and  store  machines,  and  optical  equip¬ 
ment,  the  particular  articles  the  sale  of  which  is  subject  to  tax  are 
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named.  Uniforms  and  sport  clothing  are  not  within  the  scope  of 
the  tax  on  sporting  goods. 

In  the  case  of  electric  signs,  the  tax  applies  to  articles  falling 
within  the  general  classifications  of  neon-tube  signs,  electric  signs,  and 
electric  advertising  devices. 

It  is  recognized  that  a  number  of  articles  falling  within  the  scope 
of  the  excise  taxes  listed  herein  may  also  fall  within  the  scope  of  the 
jewelry  retail  sales  tax  imposed  by  section  552.  Provision  is  accord¬ 
ingly  made  that  such  articles  will  be  subject  to  the  jewelry  retail  sales 
tax  and  not  to  the  manufacturers’  excise  taxes  imposed  by  this  section. 

Your  committee  has  made  the  following  changes: 

Sporting  goods.. — Artificial  lures,  baits,  and  flies  have  been  removed 
from  the  scope  of  the  sporting-goods  tax. 

Electrical  appliances. — The  scope  of  this  tax  has  been  expanded  by 
the  inclusion  of  gas  and  oil  water  heaters  and  gas  and  oil  stoves  and 
cooking  apparatus.  Such  added  articles  are  directly  competitive  with 
the  electrical  articles  taxed  by  this  section  as  it  passed  the  House. 

Photographic  apparatus. — Unexposed  motion-picture  film  for  use  in 
making  news  reels  is  exempted  from  the  tax  by  a  provision  included 
in  section  553.  which  provides  for  appropriate  credit  or  refund  to  the 
manufacturer. 

Business  and  store  machines. — A  clerical  change  has  been  made  in 
the  provision  with  respect  to  these  machines.  In  this  section  as  it 
passed  the  House  certain  machines  were  included  by  trade  names. 
The  trade  names  have  been  deleted,  and  the  particular  machines  in¬ 
cluded  by  appropriate  description.  Included  in  the  list  of  business 
machines  are  fare  registers  and  fare  boxes.  Fare  registers  and  fare 
boxes  for  use  on  streetcars,  busses,  and  other  vehicles  are  taxable  under 
this  section  and  not  as  automobile  accessories. 

Washing  machines. — As  passed  by  the  House  this  section  taxed  only 
washing  machines  of  the  kind  used  in  commercial  laundries.  As  many 
other  household  appliances  are  subject  to  tax  under  the  bill,  this 
section  was  changed  to  bring  within  the  scope  of  the  tax  all  washing 
machines,  domestic  as  well  as  commercial. 

Electric-light  bulbs. — Under  the  committee  bill,  a  10  percent  tax  on 
the  sale  of  electric-light  bulbs  by  the  manufacturer,  producer,  or  im¬ 
porter  is  imposed.  This  proposed  tax  has  been  included  as  paragraph 
10  of  new  section  3406  to  be  added  to  the  Internal  Revenue  Code. 

SECTION  5  52.  NEW  RETAILERS5  EXCISE  TAXES 

This  section  adds  a  new  chapter  19  imposing  new  taxes  on  retail 
sales  of  jewelry,  furs,  and  toilet  preparations  each  at  the  rate  of  10 
percent  of  the  price  for  which  the  article  is  sold.  The  articles  fall¬ 
ing  within  the  jewelry  tax  (including  clocks,  watches,  cases,  and 
movements)  are  articles  which  have  in  former  jewelry  excise  taxes 
been  classified  as  jewelry.  There  are  added  flat  ware  and  hollow- 
ware  made  of  gold  or  silver,  or  plated.  The  tax  will  not  apply  to 
religious  articles,  surgical  instruments,  or  frames  or  mountings  for 
eyeglasses. 

The  fur  tax  is  to  be  imposed  on  the  sale  of  articles  made  of  fur 
on  the  hide  or  pelt  and  articles  of  which  such  fur  is  the  component 
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material  of  chief  value.  This  is  a  classification  which  has  been  used 
in  earlier  manufacturers’  excise  taxes  with  respect  to  furs. 

A  tax  on  the  sale  at  retail  of  toilet  preparations  is  imposed  in  place 
of  the  existing  tax  on  sales  by  the  manufacturer  (imposed  by  sec. 
3401  of  the  Internal  Revenue  Code).  Provision  is  made  that  beauty 
parlors  and  barber  shops  shall ’make  monthly  returns  of  toilet  prepa¬ 
rations  used  in  the  treatment  of  patrons  and  the  quantity  used  during 
the  month  shall  be  considered  to  have  been  sold  at  retail  by  such 
establishments. 

Section  552  contains,  or  makes  applicable,  the  administrative  provi¬ 
sions  necessary  to  the  administration  of  these  retail  sales  taxes. 

This  section  also  provides  that  the  present  tax  on  sales  of  toilet 
preparations  by  the  manufacturer  (imposed  by  sec.  3401  of  the  Internal 
Revenue  Code)  shall  not  apply  to  articles  sold  after  the  effective  date 
of  the  retail  sales  tax.  Manufacturer’s  tax  previously  paid  with 
respect  to  articles  which  will  also  be  subject  to  the  retail  sales  tax 
will  not  be  refunded. 

Your  committee  made  a  number  of  changes  with  respect  to  the 
retail  sales  taxes. 

Fountain  pens  are  excluded  from  the  jewelry  tax  if  the  only  part 
thereof  which  consists  of  precious  metals  is  the  point. 

Relative  to  the  tax  on  toilet  preparations,  section  552  adds  section 
2407  (c)  to  the  Internal  Revenue  Code  to  permit  a  barber  shop  or 
beauty  parlor  to  take  credit  for  any  retail-sales  tax  imposed  by  the 
bill  which  has  already  been  paid  on  toilet  preparations  as  to  which  the 
barber  shop  or  beauty  parlor  is  subject  to  tax. 

A  provision  has  also  been  added  specifying  certain  rules  for  deter¬ 
mining  the  price  base  on  which  the  tax  is  to  be  computed.  This  provi¬ 
sion  is  similar  to  that  which  has  been  in  effect  for  many  years  in  the 
case  of  the  manufacturers’  excise  taxes.  Particularly  important  is 
the  provision  that  the  amount  of  the  retail-sales  tax  imposed  by  the 
bill  shall  be  excluded  in  determining  the  price  base  for  tax  purposes. 
Similarly  State  sales  taxes  may  be  excluded  provided  they  are  stated 
by  the  retailer  as  a  separate  charge.  If  States  sales  taxes  are  not 
separately  stated,  but  are  included  in  the  gross  selling  price,  the  tax 
is  computed  on  the  gross  selling  price.  The  Federal  tax  is  to  be 
excluded  whether  or  not  stated  as  a  separate  charge. 

In  the  case  of  leases,  conditional  sales,  and  installment  contracts, 
substantially  the  same  treatment  is  given  with  respect  to  the  retail 
sales  taxes  as  is  given  with  respect  to  the  manufacturers’  sales  taxes, 
as  more  fully  explained  in  the  discussion  of  section  549.  That  is  to 
say,  the  language  of  the  section  as  it  passed  the  House  has  been  changed 
so  that  where  the  particular  contract  was  made,  delivery  was  made, 
and  a  part  of  the  consideration  was  paid,  before  the  effective  date  of 
the  retail-sales  taxes,  no  tax  is  imposed. 

With  a  view  to  preventing  the  retail-sales  tax  from  being  used  as  a 
means  of  securing  unfair  competitive  advantages  a  penalty  provision 
has  been  included  imposing  a  fine  of  not  more  than  $1,000  on  any 
person  who  in  connection  with  the  sale  of  an  article  represents  that 
the  price  does  not  include  the  retail-sales  tax  imposed  by  the  bill. 
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SECTION  5  5  3.  ADMINISTRATIVE  CHANGES  IN  MANUFACTURERS’  EXCISE  TITLE 

OF  CODE 

This  section,  added  by  the  committee  amendment,  contains  several 
administrative  provisions  believed  important  in  the  effective  adminis¬ 
tration  of  the  excise  taxes  imposed  by  the  bill. 

Leases. — A  number  of  the  articles  subject  to  manufacturers’  sales 
tax  by  the  bill  are  articles  which  are  generally  leased  by  the  manufac¬ 
turer  and  not  sold.  Section  3440  of  the  code  already  defines  the  term 
£isale”  to  include  a  lease.  In  clarification  of  existing  language,  this 
section  is  amended  to  provide  specially  that  a  lease,  including  a  re¬ 
newal  or  extension  of  a  lease,  or  a  subsequent  lease,  of  an  article  shall 
be  considered  a  taxable  sale. 

Existing  contracts. — This  section  also  adds  an  existing-contracts  sec¬ 
tion  to  the  Internal  Revenue  Code.  This  section  is  quite  similar  to  the 
existing-contracts  section  included  in  the  Revenue  Act  of  1932  when 
the  last  large  bloc  of  manufacturers’  sales  taxes  was  imposed.  Your 
committee  believes  that  provision  should  be  made  permitting  tax 
liability  to  be  shifted  from  the.  manufacturer  to  the  vendee  in  the  case 
of  sales  contracts  entered  into  before  the  effective  date  of  the  particular  ( 
sales  tax  or  increased  rate  of  tax,  but  consummated  after  that  date, 
where  the  contract  does  not  permit  the  inclusion  of  the  tax  in  the  sales 
price.  This  affords  relief  to  those  cases  where  manufacturers  have  not 
been  able  to  protect  themselves  by  inserting  a  tax  clause  in  their  sales 
contracts  to  provide  that  taxes,  such  as  those  included  in  the  bill,  would 
be  passed  on  to  their  vendees.  The  clause  in  question  is,  in  language, 
quite  close  to  the  text  of  section  625  of  the  Revenue  Act  of  1932,  which 
now  appears  as  section  3447  of  the  Internal  Revenue  Code. 

Section  553  also  includes  the  refund  and  credit  provisions  with  re¬ 
spect  to  news-reel  and  motion-picture  film  referred  to  in  the  discussion 
of  section  551. 

SECTION  5  54.  TRANSPORTATION  OF  PERSONS,  ETO. 

This  section  imposes  a  tax  on  the  amount  paid  within  the  United 
States  for  the  transportation  of  persons  by  rail,  motor  vehicle,  water, 
or  air,  within  or  without  the  United  States.  The  rate  is  5  percent 
of  the  amount  paid  and  tax  liability  is  imposed  on  the  person  making 
the  payment.  Where  the  amount  paid  is  less  than  35  cents  the  tax 
does  not  apply.  Round-trip  tickets  are  not  subject  to  tax  if  the  i 
amount  payable  for  a  one-way  trip  is  less  than  35  cents.  In  the  case 
of  commutation  or  season  tickets  the  tax  does  not  apply  if  the  particu¬ 
lar  trips  the  holder  of  the  commutation  or  season  ticket  is  entitled  to 
make  under  the  ticket  are  less  than  30  miles.  For  example,  a  com¬ 
mutation  ticket  entitling  a  person  to  transportation  for  a  certain  num¬ 
ber  of  trips  between  two  points  is  not  subject  to  tax  if  the  distance 
between  the  two  points  is  less  than  30  miles.  These  provisions  will 
exempt  local  streetcar,  bus,  and  taxi  service,  including  amounts  paid 
for  tokens  and  passes.  Amounts  paid  for  commutation  tickets  for 
1  month  or  less  are  also  exempt  from  tax. 

This  section  also  imposes  a  tax  on  amounts  paid  for  seating  or 
sleeping  accommodations  in  connection  with  taxable  transportation. 
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Provision  is  made  that  the  time  for  filing  returns  may  be  extended 
for  as  much  as  90  days  in  order  that  carriers  may  have  the  necessary 
time  to  assemble,  from  widely  scattered  points,  necessary  data  for 
making  returns.  Provision  is  also  made  that  the  tax  shall  not  apply 
to  transportation  facilities  furnished  the  United  States,  to  any  State  or 
Territory  or  political  subdivision  thereof,  or  the  District  of  Columbia. 

Section  554  (c)  provides  that  the  stamp  tax  on  steamship  passage 
tickets  imposed  by  section  3469  of  the  Internal  Revenue  Code  shall  not 
apply  to  any  tickets  the  purchase  of  which  is  subject  to  tax  under  the 
new  transportation  tax. 

One  change  has  been  made  in  the  section  as  it  passed  the  House. 
Provision  has  been  made  to  exempt  from  the  tax,  with  certain  qualifi¬ 
cations,  amounts  paid  for  transportation  of  personnel  of  the  Army, 
Navy,  Marine  Corps,  and  Coast  Guard,  when  in  uniform  and  while 
on  leave,  and  authorized  cadets  and  midshipmen. 

SECTION  5  5  5.  COIN-OPERATED  AMUSEMENT  AND  GAMING  DEVICES 

This  section  imposes  an  occupational  tax  of  $25  per  annum  per 
machine  on  each  person  who  maintains  for  use,  or  permits  the  use 
of,  on  premises  occupied  by  him,  a  coin-operated  amusement  or 
gaming  device.  “Coin-operated  amusement  or  gaming  devices”  are, 
briefly,  machines  which  fall  within  the  general  classification  collo¬ 
quially  referred  to  as  “pinball”  machines  and  “slot  machines.”  A 
separate  liability  is  incurred  with  respect  to  each  machine,  but  if  one 
such  machine  is  replaced  by  another,  such  other  machine  will  not  be 
considered  an  additional  machine. 

By  committee  amendment  the  rate  of  tax  on  so-called  pinball  ma¬ 
chines  is  reduced  from  $25  to  $10  per  annum  and  the  rate  of  tax  on 
so-called  slot  machines  is  increased  from  $25  per  annum  to  $200  per 
annum. 

SECTION  5  5  6.  BOWLING  ALLEYS,  ETC. 

This  section  imposes  an  occupational  tax  on  persons  operating 
bowling  alleys,  billiardrooms,  or  poolrooms.  The  rate  of  tax  is  $15 
per  annum  for  each  bowling  alley,  billiard  table,  or  pool  table.  All 
types  of  estabishments  maintaining  such  equipment,  including  clubs 
or  social  organizations,  etc.,  are  subject  to  the  tax.  Maintaining  such 
equipment  in  a  private  home  is  not  subject  to  tax. 

As  in  the  case  of  other  occupational  taxes,  the  tax  year  begins 
July  1  of  each  year. 

However,  if  after  payment  of  tax  and  prior  to  the  end  of  the  tax 
year,  additional  bowling  alleys,  or  billiard  or  pool  tables,  are  placed 
in  operation,  a  supplemental  return  must  be  filed  and  tax  paid  with 
'  respect  to  the  additional  equipment  for  the  period  beginning  with 
the  day  of  the  month  in  which  operation  of  the  additional  equipment 
commenced. 

By  committee  amendment  the  rate  is  changed  from  $15  per  annum 
to  $i0  per  annum. 
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SECTION  5  5  7.  USE  OF  MOTOR  VEHICLES  AND  BOATS 

This  section  imposes  a  tax  on  the  use  of  motor  vehicles  and  boats. 

In  the  case  of  motor  vehicles  the  tax  is  $5  per  annum.  In  the  case  of 
boats  the  rate  of  tax  ranges  from  $5  per  annum  on  boats  having  an 
over-all  length  of  16  feet  or  over  but  not  over  28  feet  to  $200  per 
annum  on  boats  over  200  feet  in  over-all  length.  In  the  case  of 
motor  vehicles  the  tax  is  to  be  paid  by  the  person  in  whose  name  the 
motor  vehicle  is,  or  is  required  to  be,  registered.  In  the  case  of  boats, 
the  tax  is  to  be  paid  by  the  owner  of  the  boat.  The  effective  date  of 
the  tax  is  February  1,  1942;  that  is,  the  use  of  motor  vehicles  and 
boats  before  that  date  is  not  subject  to  tax. 

Section  3540  (b)  (3)  of  the  House  bill  defines  the  term  “boat”  but 
excludes  from  the  definition  boats  used  “exclusively”  for  trade  or  com¬ 
mercial  fishing.  The  committee  bill  changes  “exclusively”  to 
“chiefly.”  The  committee  bill  also  exempts  from  the  tax  boats  used 
by  the  Sea  Scouts  Department  of  the  Boy  Scouts  of  America  chiefly 
for  training  scouts  in  seamanship. 

SECTION  5  5  8.  EFFECTIVE  DATE  OF  PART  V  | 

This  section  provides  that  the  new  taxes  imposed  by  sections  551 
to  558  will  take  effect  on  the  first  day  of  the  first  month  which  begins 
more  than  10  days  after  the  date  of  the  enactment  of  the  act. 

SECTION  5  61.  PAYMENT  OF  PROCESSING  TAX  TO  GUAM  AND  AMERICAN  SAMOA 

This  section  was  added  by  committee  amendment.  It  provides  that 
the  taxes  collected  with  respect  to  the  processing  of  coconut  oil  origi¬ 
nating  in  Guam  or  American  Samoa  shall  be  held  as  separate  funds  and 
paid  to  the  treasuries  of  these  possessions.  A  condition  is  imposed 
that  such  funds  shall  not  be  used  to  subsidize  producers  of  cocoa,  coco¬ 
nut  oil,  and  allied  products  in  such  possessions. 

SECTION  6  0  2.  SENATE  LEGISLATIVE  COUNSEL 

Section  602  amends  section  1303  of  the  Revenue  Act  of  1918  so  as 
to  provide  that,  certain  matters  relating  to  the  office  of  the  legislative 
counsel  of  the  Senate  should  be  under  the  direction  of  the  President 
pro  tempore  of  the  Senate. 

TITLE  VII— CREDIT  AGAINST  FEDERAL  UNEMPLOYMENT  TAXES 
SECTION  7  01.  CREDIT  AGAINST  FEDERAL  UNEMPLOYMENT  TAXES 

This  section,  added  by  your  committee  to  the  Idolise  bill,  allows  fur¬ 
ther  time  within  which  a  taxpayer  may  pay  contributions  into  an  un¬ 
employment  fund  under  a  State  law  and  obtain  credit  therefor  against 
the  Federal  unemployment  tax  for  1936,  1937,  1938,  1939,  or  1940. 

In  each  of  the  past  3  years  a  similar  provision  of  law  has  been 
enacted.  However,  since  this  tax  has  been  in  effect  for  more  than  5 
years,  a  period  in  which  taxpayers  have  had  ample  opportunity  to 
familiarize  themselves  with  the  time  limitation  provided  in  the  per- 
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manent  law  and  to  take  advantage  of  prior  relief  legislation,  your 
committee  states  that  this  relief  legislation  should  be  the  last  of  its 
kind  to  be  enacted. 

Under  subsection  (a),  paragraph  (1),  credit  is  allowable  against  the 
tax  for  1936,  1937.  or  1938,  imposed  by  title  IX  of  the  Social  Security 
Act,  for  contributions  paid  before  the  sixtieth  day  after  the  date  of 
enactment  of  this  act,  if  credit  is  claimed  before  the  expiration  of  6 
months  after  such  date  of  enactment.  If  the  contributions  are  paid  on 
or  after  December  7, 1940  (the  sixtieth  day  after  the  date  of  enactment 
of  the  Second  Revenue  Act  of  1940,  containing  similar  relief  provi¬ 
sions  in  section  701  thereof),  the  credit  on  account  of  such  contribu¬ 
tions  is  limited  to  90  percent  of  the  amount  which  would  have  been 
allowable  if  they  had  been  paid  before  the  due  date  of  the  Federal 
return.  Paragraphs  (2)  and  (3)  provide  in  certain  special  cases  for 
the  allowance  of  credit,  which  is  not  subject  to  the  foregoing  limita¬ 
tions.  These  paragraphs  continue  without  curtailment  the  relief  here¬ 
tofore  granted  in  these  cases  by  section  902  (a)  (2)  and  (3)  of  the 
Social  Security  Act  Amendments  of  1939  and  section  701  (a)  (2)  and 
(3)  of  the  Second  Revenue  Act  of  1940. 

Subsection  (b)  provides  similar  relief  in  the  case  of  the  tax  for 
1939  or  1940  imposed  by  the  Federal  Unemployment  Tax  Act 
(subchapter  C,  chapter  9,  Internal  Revenue  Code). 

Subsection  (c)  provides  for  refunds,  credits,  and  abatements,  with¬ 
out  interest,  based  on  the  credit  allowable  under  subsections  (a)  and 
(b).  It  also  provides  that  on  and  after  the  date  of  enactment  of  this 
act  no  refund,  credit,  or  abatement  shall  he  allowed  which  is  based 
on  any  credit  allowable  under  certain  prior  relief  legislation,  that  is, 
section  810  of  the  Revenue  Act  of  1938,  section  902  (a)  of  the  Social 
Security  Act  amendments  of  1939,  and  section  701  of  the  Second 
Revenue  Act  of  1940.  This  section  does  not  affect  any  credit  for  contri¬ 
butions  paid  which  is  allowable  solely  by  reason  of  the  provisions  of 
section  902  of  the  Social  Security  Act  or  section  1601  of  the  Federal 
Unemployment  Tax  Act. 
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Mr.  Connally,  from  the  Committee  on  Finance,  submitted  the 

following 


INDIVIDUAL  VIEWS 


[To  accompany  H.  R.  5417] 


As  the  only  commimity-property-State  Senator  on  the  Finance 
Committee  I  desire  to  express  my  vigorous  dissent  from  the  com¬ 
mittee  amendment  directed  at  the  community-property  system  of 
eight  sovereign  States  and  to  the  manner  in  which  this  amendment 
was  adopted  without  notice  or  hearing  to  those  whose  constitutions 
and  laws  governing  property  ownership  are  to  be  set  aside  or  ignored. 

This  amendment  proposes  to  treat  the  ownership  of  the  wife  in  the 
community  property  and  income  as  having  been  devised  as  a  sham 
and  a  fraud  for  Federal  income-tax  purposes.  Yet  my  own  State  of 
Texas  came  into  the  Union  in  1845  bringing  with  it  the  community- 
property  system  in  effect  during  its  days  as  an  independent  republic. 
The  original  State  constitution  and  the  present  one,  adopted  in  1876, 
recognized  the  community -property  system  and  the  courts  of  Texas 
have  enforced  and  developed  the  rights  of  the  wife  in  community 
property  as  strongly  as  those  rights  in  her  separate  property. 

In  Louisiana,  Arizona,  New  Mexico,  Idaho,  Nevada,  and  Washing¬ 
ton,  likewise,  the  community-property  system  is  of  equal  historical 
and  statutory  dignity,  and  the  wife’s  ownership  of  community- 
property  income  so  firmly  imbedded  that  the  Treasury,  the  Attorney 
General  of  the  United  States,  and  the  Supreme  Court  itself  have 
consistently  recognized  that  the  one-half  of  the  community  income  is 
that  of  the  wife.  To  these  was  added  the  State  ol  California  when  its 
legislature  removed  a  temporary  aberration  that  was  engrafted  on  the' 
community-property  system  which  denied  in  some  important  par¬ 
ticulars  the  full  rights  of  the  wife. 

To  treat  the  rights  of  the  wife  under  the  constitutions  and  statutes 
of  eight  great  States  as  nonexistent  flies  into  the  very  face  of  the 
heretofore  well-recognized  principle  that  the  States  control  the  owner¬ 
ship  of  property  and  income.  To  condone  at  the  same  time  the  con¬ 
tinued  reduction  and  avoidance  of  surtaxes  by  divisions  and  gifts  of 


2 


REVENUE  BILL  OF  1941 


property  between  husbands  and  wives  in  common-law  States,  which 
as  the  Secretary  of  the  Treasury  pointed  out  are  made  expressly  for 
tax  purposes,  is  indeed  to  add  insult  to  injury.  Constitutional  and 
statutory  rules  of  the  eight  community-property  States  are  to  be 
flouted;  the  income  of  the  wife  is  to  be  “deemed”  and  “considered” 
to  be  that  of  the  husband,  but  the  deliberate  transfer  of  income- 
producing  property  in  the  common-law  States  is  not  to  be  disturbed. 

The  Finance  Committee  asks  the  Senate  in  this  amendment  to  dis¬ 
regard  the  fundamental  law  of  eight  States  of  the  Union,  and,  at  the 
same  time,  recognize  the  local  law  of  all  of  the  other  States  of  the  i 
Union  as  a  guide  and  basis  for  the  application  of  the  Federal  income-tax 
law. 

Instead  of  penalizing  the  community-property  system,  as  this  amend¬ 
ment  proposes,  the  Congress  should  encourage  its  spread.  By  its 
recognition  of  the  contribution  of  the  wife  to  the  marital  partnership 
earnings,  the  community-property  system  is  far  in  advance  of  any 
common-law  State.  Services  are  recognized  to  be  rendered  by  the 
marital  community,  and  income  as  earned  by  husband  and  wife  alike. 
Legal  and  practical  standing  is  given  to  the  concept  of  marital  partner¬ 
ship  which  in  common-law  States  remains  spiritual  only.  Recogni-  i 
tion  is  given  to  the  fact  that  the  wife  is  entitled  to  something  more 
than  food,  clothing,  and  a  place  to  sleep,  and  it  ought  to  be  the  law 
everywhere,  if  there  is  any  discrimination,  that  is  the  way  it  should 
be  corrected. 

The  committee  amendment  attempts  to  force  the  husband  to  report 
as  his  own  all  of  the  community  partnership  income,  when  as  a  matter 
of  law  and  fact  the  husband  owns  only  one-half,  and  is  merely  the 
managing  partner  of  his  wife’s  half.  This  amendment  ignores  the 
fundamental  laws  of  these  States  by  treating  as  a  nullity  what  is  in 
substance  a  partnership  created  by  law,  while  the  bill  recognizes 
fully  the  interests  of  every  partner  in  purely  voluntary  partnerships 
in  every  common-law  State. 

Under  the  community-property  system  marriage  creates  a  universal 
partnership.  To  its  capital  the  husband  and  wife  contribute  their 
separate  property  and  to  it  they  must  contribute  their  full  services, 
and  divide  the  resulting  income  share  and  share  alike.  Whether  the 
husband  or  the  wife  is  the  managing  partner,  as  each  may  be  as  to 
certain  classes  of  property  income,  is  unimportant  as  long  as  a  real 
partnership  exists.  It  is  terminated  by  divorce  in  which  event  the 
community  property  is  equally  divided,  regardless  of  guilt,  or  by  | 
death  in  which  the  deceased  husband  or  wife  has  full  disposition  of  * 
his  half  of  the  community  property.  If  necessary  to  protect  the  rights 
of  the  wife  against  fraud  or  dissipation,  receivership  and  separations  of 
property  can  be  ordered  by  the  courts  without  divorce.  The  courts 
require  the  use  of  the  property  for  the  benefit  of  both  partners  and 
will  restrain  its  waste  or  diversion  to  others. 

The  community  partnership  is  also  terminated  if  the  husband  and 
wife  move  their  domicile  to  a  common-law  State;  yet  under  the 
proposed  amendment,  since  the  new  State  will  recognize  that  the 
husband  and  wife  each  own  an  undivided  one-half  interest  in  the 
accumulated  community  property,  the  income  from  it  can  be  divided 
if  the  spouses  move  from  Louisiana  to  New  York,  but  must  all  be 
reported  by  the  husband  if  they  remain  in  Louisiana.  Surely  the 
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wife’s  ownership  is  just  as  real  in  one  case  as  the  other.  Indeed,  it 
would  not  exist  to  be  recognized  by  New  York  laws  except  for  its 
accumulation  under  the  beneficent  laws  of  a  community-property 
State.  If  the  proposed  amendment  is  adopted,  we  will  have  the  unfair 
and  illogical  situation  of  Congress  recognizing  for  income-tax  purposes 
the  law  of  common-law  States  which  recognize  and  enforce  the  law  of 
the  eight  community  partnership  States,  but  when  dealing  directly 
with  the  citizens  of  community  partnership  States  the  local  community 
partnership  law  will  be  ignored  and  disregarded. 

In  effect  the  amendment  proposes  to  tax  the  one-half  of  the  com¬ 
munity  income  belonging  to  the  wife  to  the  husband,  by  providing 
that  it  shall  be  “deemed”  or  “considered”  to  be  that  of  the  spouse 
who  receives  it  or  who  has  management  and  control  of  it. 

This  proposal  to  single  out  the  citizens  of  community-property 
States  to  compel  them  alone  to  pay  tax  on  income  belonging  to  their 
spouses  is  certainly  violative  of  due  process  under  the  fifth  amendment 
to  the  Constitution. 

The  Supreme  Court  of  the  United  States  in  a  series  of  carefully 
prepared  and  presented  cases  held  that  one-half  of  the  community 
J  income  belonged  to  the  husband  and  one-half  to  the  wife,  that  it  was 
w  actually  owned  by  them  in  these  proportions,  and  therefore  taxable 
to  them  in  such  proportions  (Poe  v.  Seaborn,  282  U.  S.  101;  Hopkins 
v.  Bacon,  282  U.  S.  122;  Bender  v.  Pfaff,  282  U.  S.  127;  Goodell  v. 
Koch,  282  U.  S.  118).  The  sixteenth  amendment  gives  Congress 
authority  to  tax  income — but  it  does  not  give  it  authority  to  tax  the 
income  belonging  to  one  person  to  another.  Those  incidents  of 
i  ownership,  legal  and  beneficial,  established  by  State  law  have  always 
been  recognized  as  governing  by  the  Federal  courts  and  by  Congress. 
The  very  incidents,  legal  and  beneficial,  of  ownership  by  husband 
and  wife  in  community  income  which  the  Supreme  Court  held  made 
one-lialf  of  it  taxable  to  the  husband  and  one-half  to  the  wife  are  also 
governing  as  to  the  power  of  Congress  to  tax  one  spouse  with  the 
income  of  the  other. 

The  Supreme  Court  held  unconstitutional  an  attempt  of  a  State  to 
tax  the  husband  upon  income  belonging  to  his  wife  in  Hoeper  v.  Tax 
Commission  (284  U.  S.  206),  on  the  ground  that  it  violated  the  due- 
process  clause  of  the  fourteenth  amendment.  The  same  due-process 
clause  is  equally  applicable  to  such  action  by  Congress  under  the 
due-process  clause  of  the  fifth  amendment  ( Heiner  v.  Donnan,  285 
l  U.  S.  312). 

The  present  action  is  more  directly  contrary  to  the  holding  in  the 
Hoeper  case  than  the  universal  mandatory  joint  return  proposal  for 
there  can  be  no  question  of  creating  a  family  classification  in  eight 
States  of  the  Union,  nor  is  there  a  question  of  measuring  the  tax  by  a 
combined  income.  The  proposal  is  to  tax  one  person  on  income  which 
the  Supreme  Court  has  held  legally  and  beneficially  belonged  to 
another.  This  proposed  action  falls  under  the  direct  condemnation 
,  of  the  Hoeper  case  even  as  the  joint  committee  counsel  interprets  it. 

On  August  4,  in  considering  this  same  bill,  the  House  rejected  deci¬ 
sively  a  proposal  to  disregard  individual  ownership  and  property 
rights  of  husbands  and  wives  in  all  States  by  requiring  mandatory 
joint  income  tax  returns.  Yet  this  committee  in  executive  sessioD  has 
(  adopted  an  amendment  to  the  tax  bill  which  in  substance  and  prac¬ 
tical  effect  is  a  mandatory  joint  returns  requirement  applicable  only 
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to  eight  States.  Moreover,  although  several  governors  of  community- 
property  States  and  many  Senators  vigorously  protested  the  hasty 
action  of  the  committee  and  repeatedly  asked  for  an  opportunity  for 
their  representatives  to  be  heard,  these  requests  were  ignored  by  the 
committee.  No  opportunity  whatever  was  given  to  the  representa¬ 
tives  of  the  eight  community-property  States  to  explain  the  legal  and 
practical  meaning  of  their  local  laws  demonstrating  the  fairness  and 
equity  of  separate  returns  and  the  gross  discrimination  that  would 
result  from  the  proposed  amendment. 

This  last-minute  action  was  ill-considered  and  hasty  in  view  of  the 
fact  that  it  was  taken  without  hearing  the  facts  and  law  involved, 
and  that  substantially  the  same  amendment  had  been  rejected  three 
times  in  previous  years  (1921,  1924,  and  1934)  after  full  hearings  held 
by  the  Ways  and  Means  Committee  during  which  an  opportunity  had 
been  given  to  representatives  of  the  community-property  States  to 
explain  the  fairness  of  separate  returns  under  the  local  community 
partnership  laws,  and  the  unjust  discrimination  which  would  result 
from  the  proposed  legislation. 

The  proponents  of  this  discriminatory  community-property  amend¬ 
ment  evidently  hope  that  this  will  be  an  entering  wedge  and  a  step  ( 
toward  reviving  and  adopting  the  recently  defeated  universal  manda¬ 
tory  joint  returns  proposal  at  a  later  date.  They  expect  that  later 
on  they  will  have  greater  support  in  their  attempt  to  impose  this 
inequitable  proposal  on  the  other  States  by  reviving  the  discredited 
and  House-rejected  universal  mandatory  joint  returns  amendment. 

It  should  be  noted  that  the  universal  mandatory  returns  proposal 
which  was  decisively  defeated  in  the  House  was  not  rejected  by  the 
Senate  Finance  Committee.  Action  on  the  Treasury  suggestion  for 
its  revival  was  simply  postponed  on  the  theory  that  it  was  a  matter 
that  properly  should  be  considered  in  connection  with  the  adminis¬ 
trative  bill  which  is  to  be  submitted  to  the  Ways  and  Means  Com¬ 
mittee  the  last  part  of  September.  Accordingly,  an  open  hearing, 
full  discussion  and  renewed  consideration  of  that  question  can  be 
expected  in  connection  with  the  administrative  bill.  It  is  astonishing 
and  inconsistent,  to  say  the  least,  that  the  Finance  Committee  did 
not  take  similar  action  with  reference  to  any  modified  proposal,  such 
as  the  amendment  they  adopted  with  reference  to  the  eight  community- 
property  States.  The  action  of  the  Finance  Committee  is  all  the 
more  inconsistent  and  confusing  because  the  mandatory  proposal 
adopted  by  it  aimed  only  at  the  eight  community -prop  rty  States, 
unlike  the  universal  mandatory  joint  returns  proposal,  has  not  been 
debated  either  in  the  Ways  and  Means  Committee  or  on  the  floor  of 
the  House.  On  the  other  hand,  when  it  has  been  considered  in  the 
past,  in  1921,  1924,  and  1934,  after  full  hearings,  it  has  been  rejected. 

This  action  of  the  committee  can  only  be  explained  on  the  theory 
that  the  advocates  of  mandatory  joint  returns  hoped  by  these  tactics 
to  divide  those  who  opposed  such  returns  in  the  thought  that  if  the 
new  provision  is  incorporated  in  the  present  tax  bill,  a  mandatory 
joint  return  provision  in  the  administrative  bill  will  follow  as  a  matter 
of  course. 
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Mr.  La  Follette,  from  the  Committee  on  Finance,  submitted  the 

following 

►  INDIVIDUAL  VIEWS 

[To  accompany  H.  R.  5417] 

Part  I.  Introduction 

The  pending  revenue  bill  as  reported  to  the  Senate  is  a  vicious 
assault  on  the  rank-and-file  taxpayer.  It  is  inadequate,  inequitable, 
and,  in  my  opinion,  indefensible.  It  conforms  to  no  standards  of 
justice  or  fairness.  It  “soaks”  the  poor  while  confirming,  protecting, 
and  entrenching  the  corporate  wealth  and  power  engendered  by  the 
defense  program.  It  levies  the  major  share  of  the  costs  of  “all-out” 
defense  on  those  who  have  the  least  property  to  protect  and  those 
who  have  the  least  ability  to  pay. 

The  bill  is  a  hodge-podge  of  inconsistencies,  with  no  underlying 
principle  of  taxation  whatsoever,  except  that  like  many  previous  tax 
bills,  it  “plucks  the  goose  that  squawks  the  least.”  Unfortunately, 
the  small  individual  taxpayer  who  will  dig  deep  into  his  pockets  to 
pay  these  bills  has  not  made  himself  heard. 

TAX  YIELD  INADEQUATE 

Although  the  committee  tax  bill  is  the  largest  in  our  history,  it  is 
no  answer  to  the  present  urgent  fiscal  situation.  The  3.6  billions  of 
dollars  are  hopelessly  inadequate  in  the  face  of  a  50-  or  60-billion  dollar 
defense  program,  a  49-billion-dollar  national  debt,  and  a  probable 
deficit  this  fiscal  year,  over  and  above  this  tax  bill,  of  more  than  10 
billion  dollars. 

The  proposed  patchwork  on  the  present  faulty  tax  structure,  and 
the  hiking  of  present  rates,  are  not  a  solution  to  the  Government 
fiscal  problems.  It  is  not  commonly  appreciated  that  defense  spend¬ 
ing  has  created  an  extraordinary  situation  which  must  be  met  by 
extraordinary  taxation,  not  only  as  to  degree  of  taxation,  but  also  as 
s.  Rept.  673,  77-1,  pt.  3 - 1 
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to  kind  of  taxation.  No  doubt  taxes  must  be  heavier;  but,  more  than 
that,  they  must  be  revised  so  as  to  be  more  equitable  and  to  conform 
to  the  present  situation. 

EXCESS  PROFITS 

The  Government  is  pumping  billions  of  defense  dollars  into  our 
industrial  structure.  Huge  profits  are  accruing  to  industry.  Gener¬ 
ally  speaking,  the  initial  and  primary  beneficiaries  are  the  corpora¬ 
tions.  It  is  not  punitive  taxation — it  is  just  good  common-sense 
fiscal  policy  supported  by  expert  economic,  as  well  as  layman,  logic — ■ 
that  a  lion’s  share  of  all  excess  and  defense  profits  be  siphoned  back 
into  the  Government  Treasury.  To  the  extent  that  such  profits 
are  diverted  from  the  general  income  stream,  the  dangers  of  inflation 
are  accordingly  reduced. 

The  excess-profits  tax  should  be  a  major  item  in  our  tax  structure. 
Such  a  tax  in  the  fiscal  year  1920  yielded  about  45  percent  of  total 
Federal  revenues.  In  the  fiscal  year  1942,  the  excess-profits  tax  will 
provide  less  than  7  percent  of  total  Federal  revenue.  Even  with  the 
full-year  effect  of  the  changes  proposed  now,  less  than  15  percent  of 
total  revenues  will  be  derived  from  the  excess-profits  tax.  Of  course, 
substantial  increases  have  been  made  and  further  increases  are 
proposed  in  the  corporate  normal  tax  and  surtax  rates,  but  the  entire 
corporate  share  of  taxes  is  still  far  below  the  World  War  proportion. 
Furthermore,  in  periods  of  abnormal  profits  the  corporate  tax  burden 
is  not  as  equitably  distributed  by  normal  income  taxes  and  surtaxes 
as  by  an  excess-profits  tax. 

LOWERED  INCOME-TAX  EXEMPTIONS  UNJUSTIFIED 

There  is  no  justification  whatsoever  in  dipping  further  into  the  poor 
man’s  income — whether  by  hidden  excise  taxes,  or  lowered  income-tax 
exemptions — if  and  until  adequate  excess-profits  levies  are  made  by 
the  Government. 

During  the  Senate  debate  on  the  Second  Revenue  Act  of  1940,  on 
September  13,  I  commented  as  follows; 

Taxation  levied  without  regard  to  ability  to  pay  and  falling  heaviest  on  those 
with  least  ability  to  pay  has  been  increasing  constantly.  Such  was  the  case 
when  we  considered  the  first  tax  bill  during  the  present  session  of  Congress.  That 
bill  further  increased  the  inequity  of  our  tax  structure.  It  dumped  a  heavier 
burden  on  the  backs  of  the  plain  people  of  the  country  in  the  form  of  increased 
taxes  levied  without  regard  to  ability  to  pay.  Prior  to  the  enactment  of  the  first 
revenue  bill  of  the  present  session  of  Congress,  almost  $400,000,000  was  collected 
annually  from  the  manufacturers’  excise  taxes,  which  are,  in  the  last  analysis, 
passed  on  largely  to  the  consuming  public.  The  bill  which  we  passed  in  June 
increased  these  nuisance  taxes  by  more  than  $140,000,000. 

The  bill  as  passed  in  June  increased  corporate  taxes  only  17  percent,  as  com¬ 
pared  with  a  35-percent  increase  in  the  yield  of  excise  taxes  and  a  37-percent 
increase  in  the  yield  of  individual  income  taxes. 

I  have  been  an  advocate  of  broadening  the  base  of  the  income  tax,  in  the  hope 
that  increased  revenue  derived  from  taxation  levied  in  accordance  with  ability 
to  pay  would  enable  us  to  shift  some  of  the  crushing  burden  of  indirect  nuisance 
taxes,  which  are  levied  without  regard  to  the  ability  of  the  taxpayer  to  pay,  on 
to  the  sound  principle  of  graduated  taxes. 

But,  Mr.  President,  as  I  stated  during  the  debate  on  the  revenue  bill  passed  in 
June,  I  saw  absolutely  no  justification  for  a  broadening  of  the  income-tax  base 
at  the  same  time  excise  taxes  and  direct  taxes  were  increased  by  such  enormous 
percentages. 
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On  June  19,  1940,  I  said  in  debate  on  the  floor  of  the  Senate: 

As  the  chief  advocate  in  this  body  in  past  years  for  broadening  the  income- 
tax  base,  I  must  now  state  that  I  consider  it  is  a  gross  inequity  to  the  low-income 
taxpayers  to  ask  them  to  increase  their  taxes,  and,  at  the  same  time  fail  to  ask 
the  corporations,  which  are  going  to  be  vastly  enriched  by  the  necessity  for  na¬ 
tional  rearmament,  to  carry  their  fair  share  of  the  load,  according  to  their  ability. 

Now,  15  months  later,  the  situation  is  even  worse. 

Marriner  S.  Eccles,  Chairman  of  the  Board  of  Governors  of  the 
Federal  Reserve  System,  writing  in  Fortune  Magazine  for  August 
1941,  states  the  entire  thought  well  in  these  words: 

During  the  emergency  the  excess-profits  tax  should,  in  my  opinion,  be  the 
keystone  of  a  well-balanced  tax  program.  Increased  taxes,  however,  should  not 
be  imposed  on  the  great  numbers  of  small  business  concerns  and  on  millions  of 
individual  taxpayers  until  they  have  been  given  every  reasonable  assurance  that 
the  funds  they  are  being  asked  to  provide  will  not  go  to  swell  the  profits  of  wealthy 
individuals  and  corporations. 

GENEROUS  TREATMENT  FOR  ESTATES  AND  GIFTS 

The  singularly  harsh  treatment  accorded  the  low-income  taxpayer 
under  the  committee  bill  is  entirely  reversed  when  dealing  with  the 
wealthy  taxpayer  bequeathing  huge  estates  and  gifts.  Exceptionally 
generous  exemptions  of  $40,000  are  allowed — 53  times  as  great  as  the 
exemption  for  a  single  man  under  the  income  tax  recommendation — 
and  only  moderate  rates  are  applied.  Although  the  Treasury  De¬ 
partment  proposed  to  lower  these  exemptions  to  $25,000,  neither  the 
House  Ways  and  Means  Committee  nor  the  Senate  Finance  Com¬ 
mittee  would  concur. 

ROBERT  M.  LA  FOLLETTE,  SR.,  IN  1917 

In  August  1917,  24  years  ago,  when  the  Senate  of  the  United 
States  was  debating  the  first  real  World  War  revenue  bill,  my  father 
made  an  energetic  and  dramatic  fight  for  a  fair  and  adequate  tax 
program.  Recently,  when  rereading  the  minority  report  he  sub¬ 
mitted  to  the  Senate,  I  was  highly  impressed  by  the  following  excerpts 
from  his  remarks.  In  my  opinion,  they  are  noteworthy  of  attention 
in  connection  with  the  present  bill.  They  are  as  true  now  as  they 
were  true  then. 

He  was  championing  a  new  tax  theory — the  Federal  income  tax 
was  only  4  years  old — when  he  said: 

Complicated  as  is  the  subject  of  public  finance,  there  are  certain  principles  and 
certain  truths  underlying  the  science  that  are  self-evident.  Among  these  is  the 
principle  that  the  burden  of  taxation  should  be  apportioned  among  the  taxpayers 
in  accordance  with  their  ability  to  pay.  Another  is  that  income  or  profits  con¬ 
stitute  if  not  the  best,  at  least  one  of  the  best  standards  by  which  to  measure 
ability  to  pay  *  *  *.  We  must  look  to  the  income  tax  and  the  war-profits 

tax  to  maintain  the  credit  of  the  Nation  and  make  it  possible  for  our  people  to 
bear  the  awful  burdens  of  this  war. 

In  answer  to  those  who  would  impose  but  moderate  rates  on  excess 
profits — and  there  are  some  who  take  the  same  position  on  this  bill — 
my  father  used  these  words: 

To  advocate  low  rates  at  present  on  war  profits,  with  a  view  to  leaving  a  margin 
for  a  later  day,  is  to  leave  out  of  sight  the  fact  that  this  prolific  source  of  revenue 
will  automatically  disappear  with  the  end  of  the  war  and  that  the  opportunity  to 
tax  each  year’s  profits  passes  with  the  year.  Failure  to  draw  on  this  source  to 
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the  fullest  possible  extent  while  the  war  lasts  will  therefore  result  in  throwing  a 
much  larger  burden  of  taxation  upon  the  people  and  the  normal  industries  of  the 
country  at  a  time  when  the  easily  made  war  profits  will  no  longer  be  available, 
and  when  business  of  the  country  will  be  staggering  under  the  burden  of  read¬ 
justment. 

To  those  apprehensive  of  the  efFects  of  a  stiff  excess-profits  tax  he 
directed  these  words: 

Neither  the  war-profits  tax  nor  the  income  tax  is  a  levjr  on  capital.  Both  of 
these  taxes  are  levied  upon  extraordinary  and  unusual  profits.  Even  if  they 
absorbed  the  greater  part  of  the  profits  of  individuals  such  taxes  would  not  in 
any  way  affect  the  income  of  the  same  individual  the  next  year.  The  capital 
remains.  The  tax  does  not  impair  the  earning  power  of  that  capital. 

With  respect  to  excise  and  nuisance  taxes,  he  wrote: 

It  is  monstrously  unfair  to  tax  the  everyday  necessaries  of  the  average  man 
and  woman  to  pay  the  expenses  of  this  war,  in  addition  to  commanding  their 
services,  and  the  lives  of  many  of  them,  and  of  their  children,  so  long  as  the 
above-mentioned  swollen  and  abnormal  profits  are  not  taken — profits  which  the 
war  has  created  and  which  will  disappear  as  soon  as  the  war  ends.  Every  dollar 
of  the  above  profits  can  be  taken  and  still  the  enormous  peacetime  profits  of  these 
and  other  great  corporations  will  not  be  touched.  *  *  *  Will  anyone  con¬ 

tend  that  the  necessaries  of  the  poor  shall  be  taxed  so  long  as  these  enormous  war 
profits  remain  as  a  source  of  revenue? 

He  added  these  prophetic  words  about  excise  taxes: 

Once  we  admit  that  excise  taxes  of  this  sort  are  to  be  levied  at  all  at  this  time, 
we  will  find  them  mounting  with  every  increasing  tax  levy.  *  *  *  These  taxes 

will  endure  after  the  period  of  the  war.  *  *  *  Later,  it  will  be  these  consump¬ 

tion  taxes  upon  the  necessaries  of  life  that  will  be  drawn  upon  to  meet  the  needs 
of  the  Government.  It  is  both  unjust  and  unwise. 

Part  II.  The  Tax  Structure:  Past,  Present,  and  Proposed 

PRESENT  TAX  STRUCTURE  COMPARED  WITH  1917-20 

In  many  respects  the  present  fiscal  situation  is  directly  parallel 
with  the  World  War  tax  problems  two  decades  ago.  The  war  then 
and  the  defense  program  now  have  entailed  unprecedented  govern¬ 
mental  expenditures  which  in  turn  require  unprecedented  general 
taxation.  Production  and  profits  have  soared.  Just  as  in  World 
War  I,  the  Government  is  struggling  to  bolster  the  Treasury  revenues 
by  imposing  new  taxes. 

Of  course,  we  have  grown — about  30  millions  in  population.  Our 
production  has  doubled  and  our  national  income  has  almost  doubled. 
But  the  tax  picture  is  much  the  same,  with  perhaps  this  single  excep¬ 
tion:  Our  national  debt  stood  at  1%  billion  dollars  in  1917.  It  is  40 
times  as  great  now.  This  backlog  of  debt  in  the  present  picture  more 
than  counterbalances  the  exigencies  of  actual  war  in  the  past  picture. 

Most  everyone  will  agree  that  the  Government  fiscal  policies  and 
tax  program  in  the  last  World  War  were  shockingly  inadequate. 
The  war-tax  policies — or  lack  of  policies — permitted  the  accumulation 
of  unconscionable  profits  for  individuals  and  corporations.  The  war- 
tax  policies  failed  to  arrest  inflation.  Whatever  other  shortcomings 
existed,  it  is  clear  that  the  Government  erred  on  the  side  of  insufficient 
taxation  of  war  profits. 

Despite  the  gross  inadequacy  of  the  tax  structure  in  the  World 
War,  how  does  it  compare  with  the  present  tax  structure? 
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Table  1,  below,  is  an  abbreviated  statement  of  internal-revenue 
receipts  for  the  1920  and  1942  fiscal  years,  based  on  estimates  of  the 
Treasury  Department.  The  table  shows  that  the  over-all  tax  load 
has  increased  about  70  percent  (supported,  of  course,  as  previously 
mentioned,  by  a  larger  population,  a  larger  production,  and  a  larger 
national  income). 

The  most  significant  facts  to  note  from  the  table  are  that  excise 
taxes  have  almost  tripled  and  individual  taxes  have  more  than  doubled 
while  corporation  taxes  are  yielding  only  slightly  more  revenue  than 
in  1920.  It  is  significant  to  note,  too,  that  the  bulk  of  present  cor¬ 
porate  taxes  is  being  derived  from  the  income  tax  instead  of  the 
excess-profits  tax  as  in  1920. 

All  indications  are  that  the  next  few  years  will  be  banner  profit 
years  for  most  corporations.  Yet,  in  the  fiscal  year  1942,  corporations 
will  bear  only  about  36.3  percent  of  the  Federal  tax  load,  as  against 
56.7  percent  borne  in  1920. 


Table  1. — Internal  revenue  receipts  by  major  categories — Estimated  receipts  in 
present  fiscal  year  under  present  law  compared  with  1920  tax  receipts 

[Millions  of  dollars] 


Total . . 

Corporation  taxes _ 

Income i *  3 _ _ _ 

Excess  profits . . . 

Other  4 _ _ 

Individual  taxes _ 

Income  3 _ 

Estate  and  gift _ 

Excise  and  pay-roll  taxes . 

Tobacco  and  liquor _ 

Manufacturers’  excises _ 

Other  miscellaneous  taxes. 
Social  security,  etc . 


1920  i 


5,736 


9, 724 


3.  252 


3,535 


653 


2,  627 


2,503 

93 


1,232 


1,  128 
104 


1,  252 


435 

268 

349 


679 

229 


2,  529 


2,  078 
451 


3,  660 


1,563 

676 

429 

992 


i  Fiscal  year  reports  of  the  Government  for  1918-24  do  not  show  separately  the  various  categories  of  income- 
tax  collections.  Hence,  the  calendar-year-income  basis  as  reported  in  the  Treasury  Department’s  Sta¬ 
tistics  of  Income  is  used  here. 

1  Treasury  Department  estimates  as  revised  June  1,  1941. 

3  Includes  a  relatively  small  amount  collected  from  bade  taxes. 

4  Includes  the  capital-stock  tax  and  the  declared-value  excess-profits  tax. 


RECENT  TRENDS  IN  FEDERAL  TAXATION 

Despite  all  the  vaunted  statements  in  recent  years  in  behalf  of 
taxation  based  on  the  principle  of  ability  to  pay,  it  is  a  hard,  cold  fact 
that  the  Federal  tax  structure  has  steadily  become  more  and  more 
regressive  and  more  and  more  burdensome  to  the  common  man. 
Tables  2  and  3  are  clear-cut  proof  of  the  trend  in  the  last  15  years. 

As  shown  by  table  2,  excise  taxes  have  steadily  grown.  In  the  fiscal 
year  1940  the  total  collected  in  this  manner  was  almost  fivefold  that 
collected  from  the  same  source  in  1927.  Despite  the  fact  that  the 
aggregate  tax  burden  had  increased  almost  85  percent  in  1940  over 
1927,  corporations  in  1940  fiscal  year  paid  a  less  dollar  amount  in 
taxes  in  1940  than  in  1927. 
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As  shown  by  table  3,  corporation  taxes  comprised  about  46  percent 
of  total  revenues  in  1927 ;  40  percent  in  1932;  26  percent  in  1937 ;  and 
only  24  percent  in  1940.  On  the  other  hand,  excise  and  pay-roll 
taxes  constituted  about  19  percent  of  total  Federal  revenues  in  1927; 
29  percent  in  1932;  44  percent  in  1937 ;  and  51  percent  in  1940.  Even 
with  the  exclusion  of  social-security  taxes,  the  percentages  of  the 
latter  2  years  are  high — 38  and  35  percent,  respectively. 


Table  2. — Internal  revenue  receipts  by  major  categories — Receipts  in  fiscal  years 
1927,  1932,  1937,  and  1940 

[Millions  of  dollars] 


1927 

1932 

1937 

1940 

Total _ 

2. 866 

1,558 

4,  653 

5,303 

Corporation  taxes _ _ _ 

1,317 

630 

1,219 

1,276 

Income  1  _ _ 

1,308 

9 

630 

1,057 

162 

1, 117 
159 

Individual  taxes _ _ 

1,011 

474 

1,397 

1,346 

911 

427 

1,092 

986 

Estate  and  gift _ _ _ _ 

100 

47 

305 

360 

Excise  and  pay-roll  taxes  — _ _ _ _ 

538 

454 

2, 037 

2,  681 

Tobacco  and  liquor _ _  _  ___  _ 

397 

407 

1,146 

451 

1,232 

447 

67 

Other  miscellaneous  taxes _ _  __  _ 

74 

47 

175 

170 

265 

832 

1  Includes  a  relatively  small  amount  collected  from  back  taxes. 

2  Includes  the  capital-stock  tax  and  the  declared-value  excess-profits  tax. 


Table  3. — Percentage  distribution  of  internal  revenue  receipts  by  major  categories, 
fiscal  years  1927,  1932,  1937,  and  1940 


1927 

1932 

1937 

1940 

Percent 

Percent 

Percent 

Percent 

Total  _ _ _ ... _ _ 

100.0 

100.0 

100.0 

100.0 

Corporation  taxes _ 

46.0 

40.4 

26.2 

24.1 

Individual  taxes...  _ 

35.3 

30.5 

30.0 

25.4 

Excise  and  pay-roll  taxes.  _ _ _ 

18.7 

29.1 

43.8 

50.5 

Excluding  social  security _ 

38.1 

34.9 

The  preceding  tables  illustrate  well  the  comparative  trends  as 
between  corporation  taxes  and  excise  taxes.  It  is  somewhat  difficult, 
however,  from  those  tables  to  discern  the  comparative  trends  between 
individual  and  corporate  taxes  because  both  have  become  a  relatively 
smaller  part  of  total  Federal  revenues  while  excise  taxes  have  sky¬ 
rocketed. 

An  interesting  comparison  on  a  different  basis  can  be  made  from  a 
table  adapted  from  the  1940  Annual  Report  of  the  Treasury  Depart¬ 
ment,  in  which  Federal  tax  liabilities  are  estimated  under  certain 
assumed  conditions.  For  one  set  of  estimates  (column  1)  it  is  assumed 
that  the  tax  structure  of  May  1932  is  in  effect  in  the  calendar  year 
1941  (i.  e.  at  that  level  of  income);  column  2  is  under  the  assumption 
the  tax  structure  of  July  1932  is  in  effect;  column  3,  the  tax  structure 
of  December  1940. 
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As  can  be  observed  from  the  following  table  and  the  percentages 
calculated  therefrom,  Federal  taxes  on  individuals  have  increased 
substantially  more  than  on  corporations.  The  Revenue  Act  of  1932 
was  especially  bad  in  this  respect. 

Table  4. — Estimated  Federal  tax  liabilities  1  for  calendar  year  1.94 1  >  based  on  the 
tax  structures  of  ( 1 )  May  1932,  (2)  immediately  following  the  passage  of  the  Rev¬ 
enue  Act  of  1932,  and  ( 3 )  December  1940  ( tax  base  assumed  to  be  independent  of 
tax  structure) 

[In  millions  of  dollars] 


Under  laws — 

(1) 

(2) 

(3) 

Tax  group 

Of  May  1932 
immediately 
preceding 
tiie  passage 
of  the  Reve¬ 
nue  Act  of 
1932 

Of  July  1932 
immediately 
following 
passage  of 
Revenue  Act 
of  1932 

Of  Dec.  31, 
1940 

Individual  income,  estates,  and  gifts . . 

594 

1,277 

1,308 

1,594 

2.  230 

3,  723 

1  Source:  1040  Annual  Report,  Treasury  Department,  p.  3. 


Table  5. — Percentage  increases — tax  structure  after  Revenue  Act  of  1932  compared 
with  structure  immediately  preceding  and  tax  structure  of  December  1940  compared 
with  each 


Percentage  increase 

(2)  over  (1) 

(3)  over  (1) 

Percent 
+  120 
+25 

Percent 

+275 

+192 

YIELDS  OF  THE  PRESENT  TAX  STRUCTURE  COMPARED  WITH  YIELDS  UNDER 
THE  PROPOSED  COMMITTEE  BILL 

To  complete  this  series  of  comparisons  made  on  the  basis  of  the 
relative  burden  on  the  various  kinds  of  taxpayers,  a  comparison  should 
be  made  of  the  present  tax  structure  and  the  structure  as  it  will  be 
under  the  committee  bill.  Tables  6  and  7  make  that  comparison  on 
a  basis  comparable  with  previous  tables. 

It  should  be  noted  that  both  sets  of  estimates  on  table  6  arc  based 
on  fiscal  year  1942  level  of  income  and  that  both  are  hypothetical  years 
in  that  they  represent  full-year  effects.  In  such  respect,  they  differ 
from  estimated  actual  receipts  (as  shown  on  table  1).  For  example, 
about  $679,000,000  will  be  collected  in  excess-profits  taxes  in  the  fiscal 
year  1942.  However,  the  full-year  tax  liability  on  1942  levels  of  in¬ 
come  would  be  $1,026,000,000.  Similarly,  under  the  proposed  bill, 
the  hypothetical  full-year  effect  is  estimated  to  be  $2,156,000,000  from 
excess-profits  taxes,  but,  according  to  the  Treasury,  only  about  45 
percent  of  the  additional  amount  under -this  bill  would  be  collected  in 
the  next  fiscal  year. 
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An  examination  of  tables  6  and  7  shows  that  an  inordinate  increase 
is  proposed  in  individual  income  taxes  contrasted  with  corporation 
taxes;  in  fact,  the  corporate  share  of  total  Federal  taxes  is  actually 
reduced  from  40.4  percent  of  the  total  to  39.6  percent.  The  share  to 
be  borne  by  individual  taxes  is  increased  from  25.7  to  28.5  percent. 
Excluding  the  social-security  tax  (which  as  yet  has  not  been  increased), 
the  share  borne  by  excise  taxes  is  increased  from  24.7  to  25.0  percent. 

Table  6. — Internal-revenue  receipts  by  major  categories — Estimated  receipts  under 
present  law  compared  with  estimated  receipts  under  Finance  Committee  bill  (hypo¬ 
thetical  full-year  yields  at  levels  of  income  estimated  for  fiscal  year  1942) 


[Millions  of  dollars] 


Present 
law  i 

Under  new 
bill 2 

Total... . . . . . . . . 

10,  793 

14, 486 

4,  359 

5,738 

3, 099 
1,026 
234 

3,  363 
2,  156 
219 

Other  4*  _  _  _ _ _ 

2,  774 

4, 129 

2,  323 
451 

3,  520 
609 

3,  660 

4,  619 

1,  563 
676 
429 
992 

1,701 

966 

960 

992 

Manufacturers’  excises _  _ _ _ 

1  Differs  from  estimates  of  receipts  in  1942  fiscal  year  insofar  as  the  full  effects  of  the  2  Revenue  Acts  of  1910 
are  not  reflected  in  the  fiscal  year  estimates  of  income  and  excess-profits  taxes,  etc.  Compare  with  1942 
fiscal  year  estimates  under  present  law  in  table  1. 

2  Assuming  that  all  provisions  of  the  law  were  fully  reflected  in  receipts  for  an  entire  year. 

2  Includes  a  relatively  small  amount  collected  from  back  taxes. 

4  Includes  the  capital-stock  tax  and  the  declared-value  excess-profits  tax. 


Table  7. — Percentage  distribution  of  estimated  internal  revenue  receipts  by  major 
categories — Fiscal  years  1920,  1942,  and  hypothetical  full-year  yields  at  1942 
levels  of  income  under  present  law  and  under  new  bill 


Hypothetical  years 

19201 

1942  1 

Present 

law 

New  bill 

Percent 

Percent 

Percent 

Percent 

Total _ . . . . . . . . 

100.0 

100.0 

100.0 

100.0 

Corporation  taxes.  _  _  _ ... _ _ 

56.7 

36.3 

40.4 

39.6 

Individual  taxes  . _ _ _  ... 

21.5 

26.0 

25.7 

28.5 

Excise  and  pay-roll  taxes.  _ _ _ 

21.8 

37.6 

33.9 

31.9 

Excluding  Social  Security  . . . .  . 

27.4 

24.7 

25.0 

1  See  footnote  on  table  1. 


All  of  these  statistics  merely  go  to  prove  two  facts  which  are  almost 
self-evident  without  a  recital  of  detailed  statistics: 

1.  The  present  tax  structure  is  inequitable. 

2.  The  committee  bdl  will  make  it  worse. 
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Part  III.  Defects  in  the  Committee  Bill  in  the  Taxation  of 

Excess  Profits 

In  my  opinion,  the  most  serious  defect  of  the  committee  bill  is  the 
failure  to  tax  excess  profits  adequately  or  fairly.  Despite  persistent 
and  cogent  recommendations  of  the  Treasury  Department  that  the 
entire  method  of  taxing  excess  profits  be  overhauled,  the  committee 
bill  makes  no  fundamental  corrections  in  the  present  law,  nor  even 
recognizes  the  shortcomings  evidenced  during  the  first  year  of  opera¬ 
tion. 

Corporations  prosperous  during  the  base  period  are  still  not  required 
to  pay  taxes  commensurate  with  their  ability  to  pay  and  commensurate 
with  a  fair  and  reasonable  rate  of  return.  Other  corporations  which 
have  profited  very  substantially,  and  directly,  from  Government 
spending  are  not  contributing  their  fair  share. 

PREVIOUS  EFFORTS  TO  SECURE  AN  ADEQUATE  TAX 

Last  year,  during  the  consideration  of  both  the  First  and  Second 
Revenue  Acts  of  1940,  I  made  a  strenuous  effort  to  gain  congressional 
approval  of  an  excess-profits  tax  based  solely  on  invested  capital. 
Although  the  Senate  approved  my  plan,  41  to  31,  in  June  1940,  it  was 
eliminated  in  conference  with  the  declaration  that  an  excess-profits  tax 
would  be  enacted  later.  A  miserable  compromise  tax  plan  was 
adopted  a  few  months  later.  In  September  when  the  bill  was  under 
consideration  by  the  Senate,  I  submitted  a  minority  report  explaining 
my  opposition  to  the  compromise  excess-profits  tax. 

The  objections  I  raised  then  are  applicable  now,  with  greater  force. 
I  quote  at  length  from  the  report  because  I  believe  the  arguments 
are  unanswerable — in  fact,  already  vindicated  in  many  respects  after 
1  year’s  operation  under  the  present  law: 

The  Finance  Committee  has  reported  a  highly  objectionable  tax  bill  to  the 
Senate.  *  *  *  It  violates  every  principle  of  sound  tax  theory. 

THE  BILL  IS  BASED  ON  A  CONFUSED  AND  UNSOUND  THEORY  OF  EXCESS  PROFITS 

The  President  in  his  message  to  Congress  on  July  1,  1940,  urged  that  Congress 
enact  an  excess-profits  tax  to  help  pay  for  the  defense  program  because,  “it  is  our 
duty  to  see  that  the  burden  is  equitably  distributed  according  to  ability  to  pay 
so  that  a  few  do  not  gain  from  the  sacrifices  of  the  many.”  Yet  this  bill  is  not 
based  on  any  principle  of  ability  to  pay.  Apparently  it  intends  to  tax  merely 
the  extra  profits  due  to  the  defense  expenditures — “defense  profits”  rather  than 
“excess  profits.” 

The  so-called  earnings  method  of  the  bill  is  supposed  to  measure  defense 
profits  directly.  Earnings  in  the  taxable  year  are  compared  with  earnings  in  the 
base  period  and  the  increase,  if  any,  is  called  excess.  Two  basic  assumptions 
are  involved  which  are  not  true  in  a  large  percentage  of  cases:  First,  that  the 
earnings  during  the  base  period  are  “normal.”  Second,  that  the  increase  is 
“excess”  or  due  to  defense  expenditures.  Actually,  with  respect  to  the  former, 
a  base  period  that  is  normal  for  corporations  as  a  whole  is  almost  invariably 
abnormal  in  varying  degrees  for  corporations  individually.  With  respect  to  the 
latter,  there  is  no  reasonable  assurance  that  the  increase  is  “excess,”  or  due  to 
defense  expenditures. 

Witness  after  witness  testified  before  the  Ways  and  Means  and  Finance  Com¬ 
mittees  that  their  earnings  were  abnormal  during  the  base  period  or  that  increased 
earnings  had  nothing  whatsoever  to  do  with  the  defense  program.  Obviously,  the 
bill  exempts  large  amounts  of  defense  profits  and  taxes  large  amounts  of  non¬ 
defense  profits  without  any  recognition  of  the  sound  principle  of  ability  to  pay. 

Furthermore,  there  is  no  satisfactory  way  of  distinguishing  between  defense 
profits  and  other  profits.  No  chemical  test  can  be  applied  to  make  a  precise 
S.  Rept.  673,  77-1,  pt.  3 - 2 
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separation.  Dollars  lose  their  identity  when  flowing  through  the  economic  sys¬ 
tem.  Products  which  have  an  important  use  in  the  defense  program  may  have 
a  simultaneous  important  use  in  normal  industrial  activity.  Paint  for  a  battle¬ 
ship  is  the  same  as  paint  for  industrial  machinery.  Shoes  for  the  Army  are  the 
same  as  shoes  for  the  farmer.  Even  with  complex  accounting  systems  no  satis¬ 
factory  separation  of  profits  can  be  made.  Surely  no  rule-of-thumb  method  of 
comparing  profits  in  the  taxable  year  with  profits  during  some  previous  years 
affords  an  adequate  separation. 

The  most  serious  defect  in  the  bill  from  the  standpoint  of  tax  theory  is  the 
attempt  to  combine  two  opposing  theories  of  taxation  in  one  bill.  The  net  effect 
is  to  include  the  shortcomings  of  both  without  the  advantages  of  either.  The 
loopholes  in  the  bill  are  doubled.  The  revenue  yield  is  reduced  well  below  what 
might  be  obtained  under  either  method  separately.  The  situation  becomes  a 
“heads  you  win,  tails  I  lose”  proposition  for  the  Treasury.  In  addition,  highly 
inequitable  situations  are  created  among  competitive  corporations  which  are 
forced  by  circumstances  to  use  different  methods  of  tax  computation. 

(2)  THE  BILL  AFFORDS  UNWARRANTED  PREFERENTIAL  TREATMENT  TO  CERTAIN 

CORPORATIONS 

The  large  prosperous  corporations  with  consistent  substantial  profits  are  those 
most  able  to  pay  an  excess-profits  tax.  Under  this  bill,  they  will  pay  little  or  no 
tax.  No  matter  if  they  are  earning  20,  50,  100,  or  1,000  percent  on  their  invested 
capital,  they  may  continue,  under  the  average  earnings  method  of  this  bill,  to 
earn  those  profits  without  additional  tax.  A  tremendous  advantage  is  accorded 
the  established  prosperous  corporation  against  a  competitor  who  suffered  a 
depressed  condition  during  the  base  period  or  the  newly  organized  corporation 
which  has  not  become  established. 

(3)  THE  BILL  ENCOURAGES  MONOPOLY  AND  DISCRIMINATES  AGAINST  COMPETITORS 

OF  PROSPEROUS  ESTABLISHED  CORPORATIONS 

If  there  was  ever  a  tax  measure  which  promised  to  perpetuate  monopolistic 
corporations  in  their  monopolies,  it  is  this  one.  Three  corporations,  A,  B,  and 
C,  are  competitors.  Corporation  A  is  a  quasi  monopolist  earning  profits  of  25 
percent  on  invested  capital  during  the  base  period.  Corporation  B,  struggling 
against  terrific  odds,  earned  9  percent.  Corporation  C  is  newly  organized.  In 
1940,  corporation  A  continued  to  earn  25  percent;  B  earned  15  percent;  C,  9 
percent.  This  would  be  typical  experience  because  it  is  a  well-known  fact  that  a 
certain  development  period  with  low  profits  is  typical  of  the  new  corporation. 

Under  the  average  earnings  method  of  this  tax  bill,  corporation  A  would  pay  no 
excess-profits  tax  whatsoever.  Corporation  B  would  pay  a  substantial  tax 
though  its  earnings  were  much  less.  Corporation  C  would  also  have  to  pay  an 
excess-profits  tax,  unless  it  were  small  enough  so  that  the  $10,000  flat  exemption 
gave  it  relief. 

This  tax  would  be  an  insurmountable  barrier  to  fair  competition  among  the 
corporations.  No  more  powerful  club  than  this  could  be  placed  in  the  hand  of 
corporation  A.  No  other  concern  could  successfully  challenge  its  quasi-monop- 
olistic  position.  If  during  any  future  year  corporations  B  or  C  did  achieve  the 
same  level  of  profits  as  corporation  A,  they  would  pay  most  of  it  in  additional  taxes 
while  corporation  A  went  untaxed.  The  most  likely  result  would  be  bankruptcy 
for  B  and  C;  a  complete  monopoly  for  A. 

This  inequity  inherent  in  the  committee  amendment  may  be  further  illustrated 
by  the  following  example,  which  shows  the  excess-profits  tax  that  would  be  payable 
under  the  committee  amendment  by  each  of  two  corporations  having  the  same 
invested  capital  and  excess-profits  net  income  during  the  taxable  year.  One  of 
these  corporations — corporation  A — is,  however,  an  established  company  with 
stabilized  earnings  and  the  other,  corporation  B,  is  a  growing  enterprise  competing 
with  corporation  A. 
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Current  year: 

Excess-profits  net  income _ 

Invested  capita] . . . 

Rate  of  return _ _ _ 

Base  period: 

Excess-profits  net  income  (average) 

Invested  capital  (average) . . 

Rate  of  return  (average) . . 

Taxable  excess  profits: 

Average  earnings  method _ 

Invested  capital  method _ 

Tax: 

Average  earnings  method . . 

Invested  capital  method _ 

Tax  liability  1 . . . 


Corporation  A 


Corporation  B 


percent.. 


percent.. 


$1,000,000 
$5,  000,  000 
20 

$1,000,000 
$5,  000,  000 
20 

0 

$590,  000 
0 

$249, 000 
0 


$1,000,000 
$5, 000,  000 
20 

$200,  000 
$5,  000,  000 

4 

$790,  000 
$590,  000 

$349,  000 
$249,  000 
$249,  000 


i  Excludes  the  3.1  percent  in  rease  in  normal  corporation  income  tax. 


It  is  a  serious  charge  that  this  bill  should  condone  and  encourage  monopoly, 
but  perhaps  even  more  serious  is  the  severe  penalty  that  is  placed  on  the  new  or 
growing  corporation.  Such  a  corporation  probably  received  little  profit  during 
the  initial  years  and  is  now  entering  into  a  period  when  the  work  of  earlier  un¬ 
profitable  years  is  beginning  to  bear  fruit.  The  bill  allows  no  future  prosperous 
years  for  the  new  or  growing  corporation;  it  envisages  an  economy  with  the 
present  inequities  “frozen”  into  the  future.  The  precedent  herein  set  will  make 
it  all  the  more  difficult  at  some  later  date  to  tax  these  “privileged”  corporations 
adequately.  The  hue  and  cry  then  will  be  raised,  just  as  it  has  been  raised  to  a 
certain  extent  now,  that  the  stockholders  who  have  recently  purchased  stock  at 
high  prices  because  of  anticipated  high  earnings  have  a  vested  interest  which 
should  not  be  disturbed.  The  idea  is  fallacious,  but  to  allow  it  to  go  unchallenged 
here  in  this  tax  bill  would  give  it  a  cloak  of  validity  which  would  be  hard  later  to 
remove. 

Entirely  disregarded  in  H.  R.  10413  is  one  of  the  cardinal  principles  of  taxation: 
That  the  burden  should  be  fairly  distributed.  The  preponderance  of  testimony 
during  the  hearings  clearly  demonstrates  that  many  taxpayers  are  more  con¬ 
cerned  about  the  equity  of  the  tax  than  the  amount  of  the  tax.  Aside  from  those 
corporations  with  high  earnings  which  will  be  able  to  take  advantage  of  the 
average  earnings  tax  method,  corporations  in  general  are  willing  to  bear  almost 
any  reasonable  load  provided  their  competitor  is  treated  similarly.  The  average 
earnings  method  and  the  hodgepodge  of  a  dual  method  of  computing  tax  liability 
precludes  equal  treatment  for  all. 

It  has  been  said  in  answer  to  the  above  contentions  that  it  is  not  the  function 
of  a  tax  bill  to  remove  existing  competitive  disadvantages  or  advantages.  This 
answer  is  specious.  One  can  agree  that  it  is  not  the  purpose  of  a  tax  bill  to  equalize 
competitive  conditions.  But  it  is  undeniable  that  tax  bills  should  not  distort 
existing  competitive  conditions  and  place  unwarranted  tax  handicaps  upon  one 
class  of  corporations  as  opposed  to  another,  thereby  creating  an  indefensible 
competitive  advantage  in  favor  of  the  latter.  The  objection  to  the  committee 
amendment  is  not  that  it  does  not  equalize  existing  competitive  conditions. 
Rather  the  objection  is  that  the  committee  amendment  in  and  of  itself  creates 
new  and  far-reaching  competitive  advantages.  The  invested-capital  method,  on 
the  other  hand,  does  not  create  or  give  rise  to  either  new  competitive  advantages 
or  new  competitive  disadvantages.  It  simply  imposes  an  excess-profits  tax 
which  falls  alike  on  corporations  regardless  of  their  competitive  position  and 
thereby  does  not  disturb  existing  competitive  conditions. 

(4)  THE  RATES  OF  THE  TAX  IN  THE  BILL  ARE  NOT  GRADUATED  FAIRLY 

The  rates  in  the  bill  are  graduated  according  to  the  amount  of  so-called  excess 
profits.  This  means  that  a  large  corporation  may  make  only  a  very  small  per¬ 
centage  of  excess  profits  on  its  capital  and  still  pay  the  highest  rate  of  tax.  Thus, 
a  corporation  with  $100,000,000  of  invested  capital  and  $1,000,000  of  taxable 
excess  profits  will  pay  the  same  tax  as  a  corporation  which  has  the  same  amount 
of  taxable  profits  on  an  invested  capital  of  only  $1,000,000.  In  other  words,  the 
brackets  are  now  graduated  without  reference  at  all  to  the  earnings  or  size  of  a 
corporation,  and  a  corporation  which  had  excess  profits  amounting  to  a  100-percent 
return  on  invested  capital  would  pay  no  more  tax  than  a  corporation  having  excess 
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profits  amounting  to  10  percent  on  invested  capital,  providing  the  absolute 
amounts  of  excess  profits  were  the  same. 

Profits  cannot  be  divided  sharply  into  those  that  are  excessive  and  those  that 
are  not.  Excessiveness  is  a  matter  of  degree  and  the  tax  rate  should  be  graduated 
according  to  the  degrees  of  excessiveness,  not  simply  according  to  the  amount  of 
excess  profits.  A  proper  rate  structure  for  an  excess-profits  tax  would  graduate 
the  rate  according  to  the  ratio  of  profit  to  invested  capital.  Under  the  rate  struc¬ 
ture  as  it  now  stands,  many  corporations  with  extremely  excessive  profits  will  pay 
much  more  moderate  taxes  than  other  corporations  with  only  moderate  excess 
profits. 

ESTIMATED  ADDITIONAL  REVENUE 

The  Treasury  Department  estimates  that  an  additional  $1,394,- 
700,000  in  corporation  taxes  will  flow  into  the  Treasury  in  the  full-year 
effect  of  the  committee  bill.  Proponents  of  the  measure  point  to  an 
alleged  increase  in  the  excess-profits  tax  yield  of  $1,130,600,000.  The 
figure  is  somewhat  misleading.  The  yield  is  achieved  only  after  revers¬ 
ing  the  tax-deduction  procedure,  and  at  an  expense  of  $501,100,000  in 
the  yield  of  the  normal  corporate  income  tax. 

Thus,  in  order  to  obtain  the  same  (or  slightly  more)  than  present 
tax  revenues  from  the  normal  net  income  of  corporations,  the  com¬ 
mittee  found  it  necessary  to  impose  new  surtax  rates  of  6  and  7  per¬ 
cent.  The  net  additional  yield  in  this  bill  from  excess  profits,  over 
and  above  the  surtax  yield,  is  only  $629,600,000. 

With  an  excess-profits  tax  based  solely  on  invested  capital,  and 
without  any  increase  in  the  rates  in  the  pending  bill,  the  Treasury 
estimates  that  $1,880,000,000  additional  yield  could  be  derived  from 
excess  profits — about  $650,000,000  more  than  the  committee  bill. 
Thus,  with  a  full-year  effect,  a  total  of  $2,900,000,000  would  be  derived 
from  excess  profits — a  figure  not  unreasonable  in  view  of  the  $2,500,- 
000,000  collected  from  excess  profits  in  1920. 

PRESENT  AND  PROSPECTIVE  LEVELS  OF  CORPORATION  PROFITS 

The  direct  and  indirect  effects  of  Government  defense  spending  are 
not  yet  fully  reflected  in  the  level  of  corporation  profits.  But  already 
the  profits  are  at  record  high  levels.  The  National  City  Bank  of  New 
York  reports  the  profits  of  360  leading  corporations  in  the  first  half 
of  1941  to  be  20.9  percent  above  a  year  ago — after  allowing  for  pros¬ 
pective  taxes.  Last  year’s  first  half  was  58.6  percent  above  the 
previous  year,  again  after  taxes,  depreciation,  interest,  and  other 
charges,  and  reserves. 

Tables  8  and  9  show  the  data  in  detail  by  major  industrial  groups. 
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Table  8. — Profits  of  leading  corporations  for  the  half  year 


Net  profits  are  as  reported,  after  depreciation,  interest,  taxes,  and  other  charges  and  reserves,  but  before 
dividends— net  worth  includes  book  value  of  outstanding  preferred  and  common  stock  and  surplus 


account  at  beginning  of  each  year 


[In  thousands  of  dollars] 


No. 

Industrial  groups 

Net  profits,  half 
year 

Percent 

change 

Net  worth  Jan.  1 

Annual  rate 
of  return 
(percent) 

1940 

1941 

1940 

1941 

1940 

1941 

7 

Baking  -----  - 

7.970 

7,  608 

-4.5 

236, 681 

237,381 

6.7 

6.4 

14 

Food  products,  miscellaneous _ 

34.974 

39, 194 

+12.1 

534,  953 

541,084 

13.1 

14.5 

7 

Beverages  _  --- 

8,132 

9,088 

+11.8 

129,922 

136,421 

12.5 

13  3 

17 

Textiles  and  apparel . . 

7, 862 

10, 654 

+35. 5 

176,  025 

169,854 

8.9 

12.5 

7 

Wood  products.  .  _ _ 

1,326 

4,  515 

+240.  5 

59, 360 

61,281 

4.5 

14.7 

14 

Paper  products-  -  —  - - 

6.883 

7.S92 

+  14.7 

159, 185 

164,248 

8.6 

9.6 

28 

Chemicals,  drugs,  etc.  _  - 

92. 082 

94.021 

+2.1 

1,300,054 

1,331, 123 

14  2 

14. 1 

11 

Petroleum  products _ 

141,070 

135,  227 

-4.1 

2.  666,  501 

2,671,664 

10.6 

10  1 

13 

Stone,  clay,  and  glass.  . 

12.  220 

14,807 

+21.2 

221,718 

223,  378 

11.0 

13.3 

26 

Iron  and  steel _ _ 

61,915 

126,  111 

+103.  7 

2,447,002 

2,  491,210 

5. 1 

10.  1 

12 

Building  equipment _  .  -  -  - 

7.536 

11,519 

+52.  9 

224,738 

219,780 

6.7 

10.5 

14 

Electrical  equipment . - 

42.  863 

47,  662 

+11.2 

637, 133 

652,  618 

13.5 

14.  6 

10 

Hardware,  tools,  etc _ 

4.  664 

6,  373 

+36.6 

82,  764 

85,  572 

11.3 

14.9 

27 

Machinery _ _ _ 

16.377 

21,204 

+29.5 

158.471 

175,  062 

20.7 

24.2 

4 

Office  equipment  _ 

8,232 

11,557 

+40.4 

133,  264 

136,668 

12.4 

16.9 

10 

Railway  equipment- . 

9.498 

13,051 

+37.4 

173, 403 

182,930 

11  0 

14.3 

9 

Automobile  -  . . 

116.701 

125,860 

+7.S 

1.  149.449 

1, 190, 568 

20.3 

21.  1 

19 

Auto  equipment  --  _  .  .. 

10.  781 

14,293 

+32.6 

111,478 

120, 197 

19.3 

23.8 

36 

Metal  products,  miscellaneous--- 

20.  354 

29. 603 

+45.  4 

220,815 

246.  232 

18.4 

24.0 

19 

Miscellaneous  manufacturing _ 

9,947 

18, 119 

+82.  2 

316,893 

326,  785 

6.3 

11.  1 

304 

Total  manufacturing _ 

621,387 

748, 358 

+20.4 

11, 139,809 

11,364.056 

11.2 

13  2 

10 

Coal  mining _ 

'  830 

'  2,  698 

4-225. 1 

201,314 

206,  617 

.8 

2.6 

9 

Metal  mining _  _ 

1  8,  787 

1  9.  649 

+9.8 

164,037 

167,  564 

10.7 

11.5 

9 

Mining,  quarrying— miscella¬ 
neous  . .  .  - 

>9,276 

■  9,  536 

+2.8 

124,419 

121,393 

14.9 

15.7 

16 

Trade  (wholesale  and  retail)  - 

3,459 

5.982 

+72.9 

209, 447 

211,8.58 

3.3 

5.6 

12 

Service  and  construction  _ 

8,  389 

8,317 

-.9 

226, 955 

229,  531 

7.4 

7.2 

360 

Total.... _ _ _ - 

652, 128 

784, 540 

+20.3 

12,  065, 981 

12,301,019 

10.8 

12.8 

i  Before  certain  charges. 
D — Deficit. 


Source:  Bulletin  of  National  City  Bank  of  New  York,  August  1941. 


Table  9. — Comparisons  of  profits  of  leading  corporations  for  the  first  half  year  1939, 
1940,  and  1941 — percentage  change  in  net  profits  after  depreciation,  interest, 
taxes,  and  other  charges  and  reserves,  but  before  dividends 


Increase 

1940 

over  1939 

Increase 

1941 

over  1940 

Baking - -  - - - - - 

-8.5 

-4.  5 

Food  products,  miscellaneous . . . . 

5. 1 

12.8 

Beverages..  . . — . 

21.  5 

11.8 

Textiles  and  apparel _ _ _ _ _  ..  _ 

51.  3 

35.  5 

Wood  products. . . . . . - 

1,  129.  2 

240.  5 

Paper  products  .  .  .  . . . . . 

137.8 

14.  7 

38.  8 

2.  1 

209.  1 

-4.  1 

Stone,  clav,  and  glass _  _  _ 

35.9 

21.  2 

451.  1 

103.  7 

Building  equipment. _ _ _ _ _ 

180.2 

52.9 

Electrical  equipment _ _ 

66.7 

11.2 

78.9 

36.6 

238.8 

29.  5 

Office  equipment. _ _ _ _ _ _ 

28.7 

40.  4 

Railway  equipment . . > _  _  _ 

492.0 

37.  4 

Automobile _ _ _ _ _ 

17.6 

7.8 

Auto  equipment _  _ _ _ 

62.7 

32.  6 

Metal  products,  miscellaneous. . .  .  ...  _ 

107.  8 

45.4 

M  iscelianeous  manufact uring _ _ _ _ _ _ _ _ 

-14.5 

82.  2 

Total,  manufacturing _ _ _ _ _ _ 

60.8 

20.4 

14 
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Table  9. — Comparisons  of  profits  of  leading  corporations  for  the  first  half  year  1989, 
1940,  and  1941 — percentage  change  in  net  profits  after  depreciation,  interest, 
taxes,  and  other  charges  and  reserves,  hut  before  dividends — Continued 


Increase 

1940 

over  1939 

Increase 

1941 

over  1940 

Coal  mining..  _ _ _ _ _ _ 

0) 

41.  7 

225. 1 
9  8 

Mining,  quarrying,  miscellaneous _ _ _ 

24.  0 

2.8 

72.9 

9 

Trade  (wholesale  and  retail) _ _ _ 

10.  9 

■  5.2 

Total,  all  groups _ _  _  _  _ _  _  .  _ 

58.6 

20.3 

(Total,  all  groups,  increase  in  first  half  of  1941  over  1939:  92.6  percent.) 

'  Data  not  comparable. 


Source:  Bulletins  of  the  National  City  Bank  of  New  York,  August  1940  and  August  1941. 

It  is  interesting  to  note,  in  this  connection,  that  most  corporations 
are  laying  aside  very  generous  reserves  in  anticipation  of  vastly 
increased  taxes.  The  Wall  Street  Journal,  for  example,  recently 
reported: 

Tax  mystery:  United  Aircraft  recently  reported  tax  reserves  of  over  78  percent 
of  its  current  profits. 

The  top  any  corporation  has  to  pay  is  72  percent,  including  income,  excess 
profits,  and  surtaxes.  This  suggests  United,  like  many  another  big  industrial 
company,  is  using  ultraconservative  bookkeeping  to  avoid  phony  profits,  must 
report  more  liberally  to  the  Government  and  to  its  stockholders. 

Detailed  compilations  of  corporation  profits,  for  individual  corpora¬ 
tions,  as  taken  from  published  financial  reports,  1940  compared  with 
1939,  and  the  first  half  of  1941  compared  with  the  first  half  of  1940, 
have  been  published  in  the  Economic  Outlook  for  February  and  July 
1941.  The  compilations  are  reproduced  below  in  tables  10*  and  11. 


Table  10.’ — Corporation  profits  in  1940  compared  with  1939  1 


Company 

1940 

1939 

Percent 

increase 

Allegheny-Ludlum  Steel.  _ _  --  —  _ _ 

$3,  700, 000 

$2,  093,  518 

77.0 

American  Can  _  _  ...  _  _  . . 

17,  440,  906 

18,  284,  963 

-4.6 

American  Metal  .  _  _ _  _ 

3,  689,  957 

2,  994,  740 

23.0 

American  Tobacco. . - . -  - . 

28.  311,782 

26,  427,  934 

7.0 

American  Woolen  _ _ 

Aviation  Corporation  (year  ending  Nov.  30) _ 

3, 154,  464 
88,  350 

2,311,887 
-2,238, 049 
1, 168,  782 

36.4 

Babcock  &  Wilcox.  __  _  _  _ _ 

3,  588, 199 

206.0 

Bath  Iron  Works  _ _ _ 

2,  052, 180 

660,  703 

211.0 

Bell  Aircraft _ _ _ _ _ 

284,  745 
48,  679,  524 

9,203 
24,  638,  384 

3, 000. 0 
97.5 

Bethlehem  Steel . . —  _ 

Bridgeport  Brass .. _ _ 

1,258,  776 

459,  058 

174.0 

Caterpillar  Tractor  _ _ _ 

7,  839,  117 

6, 004,  890 

30.6 

Chrysler  Motors _  _ 

37,  802,  279 

36,  879,  829 

2.4 

Commercial  Solvents  Corporation . .  .  . . 

Consolidated  Coal.  .  .  _ _ _ _ 

2,  387,  321 
402.  290 

1,  600,  389 
-863,  915 

1,  448,  900 

49.2 

Container  Corporation. _ _ 

2,  227,  682 

54.0 

Continental  Can _  _ _ _ 

8,  953,  632 

8,  635, 787 

3.7 

Crucible  Steel  .  _ _ _  _ _ 

6,  230, 180 

2, 803,  596 

122.0 

Douglas  Aircraft  (year  ending  Nov.  30,  1940).  _ 

10,  831,  971 

2,  884, 197 

275.0 

Dupont,  E.  I ... 

86,  945, 173 

93,  218,  664 

-6.7 

Electric  Auto  Lite _ _ 

6, 001,718 

2,  455,  362 

5,  653, 839 
733, 166 

6.1 

235.0 

General  Cable  . . 

General  Electric  _ _ 

56,241,000 

41,  235,  644 

36.5 

General  Foods _ _ _ _ 

15,244,077 

15, 118,  063 

.8 

General  Motors _ _ _ _ 

195,  500, 000 

183,  290,  222 

6.7 

1  Most  of  tho  profits  herein  listed  are  net  profits  and  hence  the  figures  are  not  directly  comparable  with 
figures  used  elsewhere  in  this  minority  report  when  speaking  of  net  income  before  taxes. 
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Table  10. — Corporation  profits  in  1940  compared  with  1939 — Continued 


Company 

1940 

1939 

Percent 

increase 

$1, 106, 196 
6, 104.  993 
10,  309.  788 

$5,  661 

6,  628,  746 

9.  838.  797 

1,  868. 999 
10,  931,016 
7, 952,  810 

3, 188.  944 
IS,  674 

8, 062,  753 
6S2.  987 

19,560.0 
-7.9 
4  8 

Goodrich  Tire  &  Rubber  . 

2,  513.  936 
14,  450,  385 

35.0 

32.  2 

International  Harvester  (year  ending  Oct.  31,  1940)  . .  . 

23.  161. 110 
10.  277, 029 

191.0 
222  0 

1,  101.  853 

6,  700. 0 
24.0 
166.0 

Libbey-Owens-Ford  Glass - -  - - 

9,  992,  766 
1,805.  821 

3, 083, 032 

1.  183.  102 

2,  715,  427 

13.5 

123.0 

6,  711,962 

7, 007. 124 
1,455,237 
5,  780,  500 
5,  299,  055 
797,  858 

—4.  4 

1.  565. 196 

7.9 

6, 102,  702 
8,  236,  815 

1, 046,  656 
2, 178,  748 
1,781.425 
717.  007 

5.  6 

55.  5 
40.  0 

New  York  Ship  Building  (first  11  months  1940) . . 

928,  246 
2,  010,  252 
214,  965 
-1,  068,787 
564, 870 
8,  290,  418 
8,  082,  810 

1,  425, 193 

1, 104,  418 
10,  671,  343 

1,  090, 876 
349,  307 

135.0 
—  11.  4 

234.0 

1,  255, 893 

1.  555.  794 

175.  0 

8,  718, 057 

9.  113,  156 
3,  031,  953 
2,  026,  372 

21, 113,  507 
1,275.  993 

5.  2 

12.  9 

Ravonier,  Inc.  (9  months  to  Jan.  31)..  _ _ _ _ _ 

Remington  Rand  (9  months  ending  Dec.  31.  1940) . . . 

112.5 
83.4 
98  0 

16.  9 

1,028.  141 

195.0 

Shell  Union  Oil _ 

15,  600.  000 

11,805,713 

32. 1 

57.  069 

2, 129.  946 

965,  532 
10,  218,  849 
41, 119,  934 
25.  488 
205,  900 

1,  864,  553 
1,380, 114 

2,  765,  629 
13. 854,  365 

5,  560,  753 

3,  276,  474 
5.  004,  484 

120.  0 

United  States  Rubber _  _ 

11,425,241 
102, 181,  321 
374, 457 

1, 123, 156 

12.  0 

United  States  Steel. ..  .  .  ..  . . . . 

Vultee  Aircraft  (year  ending  Nov.  30,  1940) . . . . 

148.0 
1,  370.  0 
445  0 

3.  371,  283 

81. 0 

3,  621,  581 

163.0 

Westinghouse  Air  Brake . . 

Weslinghouse  Electric . . 

5,  591,  606 
18,  983.  428 

5,  663,  930 

5,  813,  976 

102.0 
37.0 
1.  8 

77.  5 

Youngstown  Sheet  &  Tube. . . . ___ . . . 

10,  815,  468 

116.0 

Table  11. — Corporation  profits  in  the  first  half  of  1941  compared  with  the  first  half 

of  1940 


Profits 


Corporation 


First  6  months 
1941 


FirstGmonths 

1940 


Percent 

change 


Air  Reduction  Co _ 

Allegheny  Ludlum  Steel _ 

Allis  Chalmers _ 

American  Brake  Shoe  &  Foundry.. . 

American  Radiator  Co _ _ 

American  Rolling  Mill  Co . . 

American  Slating  Co _ 

American  Steel  Foundries _ 

Anaconda  Wire  &  Cable _ 

Atlas  Powder _ 

Babcock  &  Wilcox _ 

Baldwin  Locomotive  (12  months — June) 

Bausch  &  Lomb  Optical  Co _ 

Bendix  Aviation  (12  months — June) _ 

Blaw-Knox  Steel _ 

Bohn  Aluminum  &  Brass _ 

Bridgeport  Brass _ 

Budd  Wheel _ _ _ 

Caterpillar  Tractor _ 

Consolidated  Coal _ 

Container  Corporation _ 

Continental  Oil _ 

Coos  Bay  Lumber _ 

Copperweld  Steel  Co . . . . 


$4, 066,  135 
4,  169,  347 

2,  389.  577 

1,  479,  341 

3,  271,  009 
6,  667,  976 

282,  227 

2,  067,  719 
1,  410,  519 

938,  110 

1,  S50.  063 

2,  486,  344 
1,  174.528 

11,687,229 

1,  220,  496 
817,  087 
867,  494 
915,  972 

4,  298,  540 
317,  872 
663,  649 

2,  642,  082 
341,  259 
919,  952 


$3,  106,  096 

1,  893,  291 

2,  609,  758 
1,  226,  637 
1,  535,  905 
2. 084,  599 

100,  197 
1,  666,  525 
497,  259 
744,  518 
1,  474,  905 
1,  734,  344 
767,  285 
6,  613,  180 
602,717 
592,  181 
506,  167 
394,  445 

3,  509,  514 
136,  257 
509,  100 

1,  007,  852 
95,  043 
521,  314 


30.8 
120 
-9.  2 
20.5 
113 
220 
182 
24.  1 
184 
26. 1 
25.4 

43.3 
53 
77 

102 

38 

71.4 
132 

22.5 
134 

35 

163 

259 

77 
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Table  11. — Corporation  profits  in  the  first  half  of  1941  compared  with  the  first  half 

of  19  fO- — Continued 


Profits 

Percent 

Corporation 

First6  months 
1941 

First6months 

1940 

change 

Crosley  Corporation . . .  . . . 

$798, 634 

$96, 661 

725 

Crucible  Steel _ .  _ _ 

2.  924,  430 

1,817,293 

61 

Detroit  Steel _  .  .  .  .  .. . . 

431,  636 

209,  939 

106 

E.  I.  duPont..  .  -  . . . . . .  - 

43,  761,  797 

46,  853,  695 

-7. 1 

Eaton  Manufacturing  Co  - . . .  .  —  - 

1,  979,  764 

1,  908,  348 

3.8 

Fruehauf  Trailer _ _ _ _ _ _ - 

1,  137,  977 

519,  583 

119 

General  Electric  _  _ _ 

26, 003, 665 

25,  981,  752 

0.  09 

General  Steel  Castings _ _ _ 

1,  690,  900 

72,  958 

2,210 

General  Tire  &  Rubber-  _ _ 

1,004,  443 

280,  563 

259 

General  Motors  Corporation-.  ...  .. . 

118, 177,  905 

113,575,  460 

4 

Goodrich  Co _ _ _ _ _ 

6,  646,  033 

1,  362,  691 

388 

Hazel  Atlas  Glass  -  _  -  _ _ 

1,  396,  788 

1,  270,  963 

10 

4,  728,  336 

1,  457,  213 

4,  293,  482 
1,110,  319 

10. 1 

Johns-Manville  Corporation-  ..  - 

31.2 

Jones  &  Laughlin  Steel _  -  .  _ 

8,  098,  227 

3,  276,  256 

147 

Lehigh  Coal  &  Navigation  (year  ending  June  30) . . . ..  .. 

1,  848,  300 

138,  812 

1,230 

Lehigh  Valley  Coal  Corporation..  .  . . . . 

605,  434 

251,  440 

141 

Libbey-Owens-Ford . . . . . .  .. 

5,  377,  247 

5, 176,  748 

3.9 

Magma  Copper  Co _  _ _  _ _ 

800, 142 

717,587 

11.6 

Mathiesen  Alkali  Works.-  .  . 

997,  345 

827.  540 

20.6 

Minneapolis-Honeywell  Regulator _ _ _  .... 

1, 104,  278 

603,  921 

83 

Nash-Kelvinator  (9  months  to  June)  .  _  .  .  ... _ — 

3,  734,  246 

1,  307,  878 

186 

National  Lead _  _  _ _ _ 

3,  289,  000 

3, 119,  810 

5.4 

New  York  Air  Brake. -.  _  _ _ ...  ..... 

1.  121,  446 

832,  818 

34.6 

North  American  Aviation _  _ 

Otis  Steel _ _ 

3,  900,  745 

1,  088,  255 
7,  640,  538 

3,  300,  000 

2,  367,  638 
-362, 143 

8,  589,  202 
2,  525,  000 

64.7 

Owens  Illinois  Glass _ 

-11 

Pepsi-Cola  .  . . . ... _  . 

30.6 

Phillips  Petroleum.  ...  .  .  .  . 

8,  236,  680 

6,  378,  198 

29.2 

Remington  Rand,  Inc.  (June  quarter)  _ _ _ _ 

Reo  Motors _  _  _ _ 

1,  383,  693 
147,  994 

565,  240 
-785.  988 

145 

Republic  Steel.  _  _  _ _  ..  .  .  ...  ... 

13,  618,  716 

6,  449,  453 

111 

Reynolds  Metal  .  .  _  ... _ _  . 

1,  886,  853 

1,312,  447 

43.8 

Rustless  Iron  &  Steel  _  _ _ _  .  .  _ _ _ _ 

1,  164,  460 

430,  537 

171 

Sharon  Steel _  ___  _ 

813,  241 
863,  464 

388,  903 
572,  543 

109 

Sloss-Sheffield  Steel  &  Iron  Co  . .  . 

51 

Sunshine  Mining _  _ 

1, 186,  431 

1,  313,  877 

1,  285,  934 
957,  309 

-7.  8 

Studebaker.  _-  _ 

37.3 

Texas  Pacific  Coal--  - . . . . . 

469,  505 

292,  840 

60 

Union  Carbide  &  Carbon _ _ 

21,  342, 134 

19,  972, 176 

6.9 

United  Aircraft  Products _ _ _ 

346,  329 

172,  948 

100 

United  States  Pipe  &  Foundry...  _  _  _  .. 

1,  816,  700 

783,  018 

132 

United  States  Steel _ _ _ _ _ _ _ 

Virginia  Iron,  Coal  &  Coke _  ___ 

61,374,  746 
27,  788 

36,  315,  003 
- 10,  528 

69 

Walworth  Co _ _ _ _ _  . 

909, 820 

203, 415 

350 

Westinghouse  .  .  _.  .  ..  _  .  _ 

11,568,400 

9,  837,  012 

17.6 

Westinghouse  Air  Brake. _ _ 

West  Virginia  Coal  &  Coke _ 

4,011,380 
179,  053 

3,  204,  000 
-87,  466 

1,  G64,  078 

25.2 

Wheeling  Steel.  . . . . . . 

4,  689, 196 

182 

White  Motor  Co...  . . . . . . 

791,355 

743,  529 

6.5 

Youngstown  Sheet  &  Tube _ _ 

8,  992,  994 

2,  423,  212 

276 

GOVERNMENT  CONTRACTS  AND  CORPORATION  PROFITS 

Presently  available  data  are  not  sufficient  to  make  any  thorough 
study  of  profits  earned  on  Government  contracts.  Although  the 
data  below  in  table  12  are  far  from  conclusive,  it  shows  that  some  cor¬ 
porations  obtaining  large  Government  defense  contracts  have  also 
earned  phenomenal  increases  in  profits. 
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Table  12.- — Relationship  between  Government  contracts  and  corporation  profits 

[Note. — From  June  1940  to  June  1941  the  War  and  Navy  Departments  allocated  $9,839,000,000  of  supply 
contracts  of  which  73.9  percent  in  dollar  value  was  awarded  to  56  companies.  Published  financial  data, 
which  may  differ  somewhat  from  data  submitted  for  income-tax  purposes,  are  available  for  14  of  these 
corporations.  The  table  below  sets  forth  the  dollar  value  of  contracts  received  and  the  percentage  in¬ 
crease  in  profits  in  1940  over  the  average  net  income  in  the  base  period  years  1936-39.  Obviously,  in  most 
cases  the  contracts  were  merely  awarded  and  not  completed;  hence,  only  part  of  the  profits  from  Gov¬ 
ernment  contracts  are  reflected.  Obviously,  too,  the  profits  reflect  additional  business  from  other  than 
Government  sources  which  may  or  may  not  be  indirectly  due  to  the  defense  program] 


Corporation 

Dollar 
value  of 
defense 
contracts 
(in  millions) 

Percentage 
increase  in 
profits  in 
1940  over 
1936-39 
average 

507.3 

2,  448 

51 

489.9 

443.  9 

1,051 

441 

389.  2 

ills  5 

77 

249.  1 

230 

224.5 

452 

209. 9 

163 

12ft.  1 

289 

108.0 

238 

81.  2 

2,470 

24 

74.  0 

40.  5 

328 

29.9 

92 

3,  298.  0 

‘  91.5 

i  Weighted. 

PROFITS  NOW  AND  PROFITS  IN  1916 

Another  common  allegation  is  the  assertion  that  profits  now  do  not 
compare  with  profits  in  the  last  war.  Again,  no  conclusive  evidence 
is  available,  but  the  following  table  of  a  few  companies  chosen  at 
random  is  interesting  in  depicting  “Shades  of  1916.” 

Table  13. — “Shades  of  1916” — Comparison  of  net  income  of  selected  corporations 
in  pre-World  War  and  World  War  years  with  1936-39  pre-defense  and  1940 
years, 

[Millions  of  dollars] 


Corporation 

Pre-war 

1911-13 

1916 

Pre-de¬ 

fense 

1936-39 

1940 

American  Woolen  Co  . .  .  . . . 

1.75 
.79 
5.  53 
4.56 
1.02 
1.11 

5.86 

2. 14 
82.  11 
28.  79 
16.66 

4.  62 

-0.32 
9.98 
63.  44 
221.67 
5.  29 
5. 12 
171.  98 

3. 96 
12. 24 
112.53 
335.  75 
10. 14 
23. 18 
197.  37 

Continental  Can _  ...  _  _  ...... 

Du  Pont  de  Nemours..  .  _  . . . 

General  Motors . . .  . . . 

Hercules  Powder. .  . . . . . . . . 

International  Paper  &  Power . . 

Standard  Oil  of  New  Jersey. . . 

Standard  Oil  of  Indiana _  _ 

14.  68 
63.  59 

30.04 
271.  53 

United  States  Steel . . . . 

59.  24 

155.  83 

Source:  Current  data  from  published  financial  reports.  1911-16  data  from  p.  62,  Minority  Report  of 
Senator  Robert  M.  La  Follette,  Sr.,  to  H.  R.  4280,  65th  Cong.,  Revenue  Act  of  1917. 


KINDS  OF  EXCESS  PROFITS  NOT  REACHED  BY  THE  COMMITTEE  BILL 

Apart  from  the  fact  that  the  two-headed  plan  of  computing  excess 
profits  makes  the  Treasury  a  loser  every  time,  the  present  excess- 
profits  tax  does  not  reach  two  major  types  of  excess  profits:  (1)  The 
profits  of  those  prosperous  corporations  which  have  earned  substantial 
net  income  during  the  base  period,  and  (2)  the  profits  of  those  cor- 
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porations  which  have  earned  phenomenal  increases  in  profits  due  to 
the  defense  program,  and  yet  are  not  liable  for  taxation  thereon  be¬ 
cause  of  a  high  capitalization. 

The  injustices  and  abnormal  competitive  situations  arising  out  of 
the  former  type  were  fully  discussed  in  my  minority  report  last  year 
to  the  Second  Revenue  Act  of  1940  (and  quoted  previously  in  this 
report).  The  situations  arising  out  of  the  latter  type  have  been  dis¬ 
cussed  by  the  Treasury  Department  before  both  the  House  Ways 
and  Means  Committee  and  the  Senate  Finance  Committee.  The 
Assistant  Secretary  of  the  Treasury,  Mr.  Sullivan,  told  the  House 
committee: 

Many  corporations  that  are  the  principal  beneficiaries  of  the  defense  effort  and 
that  hold  large  Government  contracts  are  paying  little  or  no  excess-profits  tax 
*  *  *.  To  meet  this  defect,  we  would  suggest  revising  the  1940  proposal  to 

provide  *  *  *  a  tax  at  a  low  flat  rate,  possibly  10  percent,  to  that  part  of 

the  current  profits  that  is  in  excess  of  the  base-period  earnings  *  *  *. 

The  House  of  Representatives  adopted  the  proposal,  but  a  majority 
of  the  Finance  Committee  saw  fit  to  delete  this  special  provision.  The 
steel  companies,  railroads,  and  coal  companies  were  thereby  saved 
$67,700,000 — which  the  committee  added  to  the  tax  burden  of  the 
low-income  taxpayer  and  corporations  in  general.  In  my  opinion, 
not  only  should  this  special  rule  be  applied,  but  the  rates  should  be 
higher  than  the  10  percent  suggested  by  the  Treasury. 

The  specific  illustrative  examples  below,  typical  examples,  show  the 
facts  concerning  corporations  which  fall  into  these  two  categories. 
Coca  Cola,  Chrysler,  J.  C.  Penney,  General  Motors,  and  Liggett  & 
Myers  are  illustrative  of  corporations  earnings  substantial  profits  dur¬ 
ing  the  base  period.  United  States  Steel,  American  Woolen,  American 
Car  &  Foundry,  and  International  Paper  &  Power  are  illustrative  of 
corporations  with  high  invested  capital. 


Table  14. — Illustrative  typical  examples  of  corporations  earning  substantial  net 
incomes  during  the  base  period  1936-39  and  tax  year  1940:  Comparison  of  excess- 
profits  tax  liability  ( present  law)  under  invested  capital  and  average  earnings 
methods 

[Note. — Computations  are  based  on  published  financial  data  which  may  differ  somewhat  from  data  for 

income-tax  purposes] 


EXAMPLE  NO.  1.  COCA-COLA 


Net  income: 

1936  _ 

1937  _ 

1938  _ 

1939_-_ 


Millions  oj 
dollars 

.  27.  1 

.  32.  0 

.  33.  5 

.  39.  1 


Average,  1936-39 _  33.  1 

1940 _  43.  9 

1940  equity  capital _  89.  0 

Return  on  equity  capital:  Percent 

1936-39 _ _ _  37.0 

1940 _  49.  3 

Millions  of 

Approximate  excess-profits  tax,  1940:  dollars 

Invested  capital  method _  13.  1 

Average  earnings  method _  1.  0 


Difference 


12.  1 
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Table  14. — Illustrative  typical  examples  of  corporations  earning  substantial  net 
incomes  during  the  base  period  1986-39  and  lax  year  191,0:  Comparison  of  excess- 
profits  tax  liability  ( present  law)  under  invested  capital  and  average  earnings 


methods — Continued 

EXAMPLE  NO.  2.  CHRYSLER  Millions  of 

Net  income:  doll :rs 

1936  _  76.  2 

1937  _  63.  0 

1938  _  22.  5 

1939  _  47.  9 


Average,  1936-39 _  52.  4 

1940 _  64.  8 

1940  equity  capital _  188.  8 

Return  on  equity  capital:  Percent 

1936-39 _  27.  8 

1940 _  34.  3 

Millions  of 

Approximate  excess  profits  tax,  1940:  dollars 

Invested  capital  method _  17.  0 

Average  earnings  method _  3.  7 


Difference _  13.  3 


EXAMPLE  NO.  3.  J.  C.  PENNEY  CO.  Millions  of 

Net  income:  dollars 

1936  _  22.  0 

1937  _  19.  7 

1938  _  16.  6 

1939  _  20.  0 

Average,  1936-39 _  19.  6 

1940  _  21.  8 

1940  equity  capital _  85.  6 

Return  on  equity  capital:  Percent 

1936-39 _  22.  9 

1940 _  25.  4 

Millions  of 

Approximate  excess-profits  tax,  1940:  dollars 

Invested  capital  method _  4.  8 

Average-earnings  method _  .  4 

Difference _  4.  4 


EXAMPLE  NO.  4.  GENERAL  MOTORS 


Net  income: 

1936  _ 

1937  _ 

1938  _ 

1939  _ 

Average,  1936-39.. 

1940  _ 

1940  equity  capital _ 

Return  on  equity  capital: 

1936-39 _ 

1940 _ 


Approximate  excess  profits  tax,  1940: 

Invested  capital  method _ 

Average  earnings  method _ 


Millions 

of 

dollars 

_  282.  3 
.  245.  8 
.  130.  3 
.  228.  3 

.  221.  7 
.  335.  7 
1,  156.  9 
Percent 
_  19.  2 

.  29.  0 

Millions 

of 

dollars 

-  81.  3 
.  39.  1 


Difference 


42.  2 
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Table  14. — Illustrative  typical  examples  of  corporations  earning  substantial  net 
incomes  during  the  base  period  1986-39  and  tax  year  19  fO:  Comparison  of  excess- 
profits  tax  liability  ( present  law)  under  invested  capital  and  average  earnings 
methods — Continued 

EXAMPLE  NO.  5.  LIGGETT  &  MYEP.S 

Millions  of 

Net  income:  dollars 

1936  _  28.  4 

1937  _  25.  1 

1938  _  25.  0 

1939  _  24.  7 


Average  1936-39 _  25.  7 

1940 _  27.  1 

1940  equity  capital _  154.  3 

Return  on  equity  capital:  Percent 

1936-39 _  16.  7 

1940 _  17.  6 

Millions 

Approximate  excess-profits  tax,  1940:  of  dollars 

Invested  capital  method _  3.  97 

Average  earnings  method _  .  02 


Difference _  3.  95 

Table  15. — Illustrative  typical  examples  of  corporations  earning  substantially 
increased  net  incomes  in  19 J)0  over  the  base  period  1986-89,  but  which  are  not 
liable  for  heavy  excess-profits  taxation:  Comparisons  of  excess-profits  tax  liability 
( present  law)  under  invested  capital  and  average  earnings  methods 

[Note. — Computations  are  based  on  published  financial  data  which  may  differ  somewhat  from  data  for 

income  tax  purposes] 

EXAMPLE  NO.  1,  UNITED  STATES  STEEL 

Millions  of 

Net  income:  dollars 

1936  _  62.3 

1937  _  125.  4 

1938  _  -4.  8 

1939  _  54.  1 

Average,  1936-39 _  59.  2 

1940  _  155.  8 

Excess  of  earnings  in  1940  over  1936-39  average _ 96.  6 

Excess-profits  tax  liability _  0.  0 

EXAMPLE  NO.  2.  AMERICAN  WOOLEN  CO. 

Millions  of 

Net  income:  dollars 

1936  _  2.  55 

1937  _  -1.  69 

1938  _  -4.  87 

1939  _  2.  74 


Average,  1936-39 _ _ _ _  — .  32 

1940 _  3.  96 

Excess  of  earnings  in  1940  over  1936-39  average _  4.  28 

Excess-profits  tax  liability _  0.  00 


REVENUE  BILL  OF  1941 


21 


Table  15. — Illustrative  typical  examples  of  corporations  earning  substantially 
increased  net  incomes  in  1940  over  the  base  period  1936-89,  but  which  are  not 
liable  for  heavy  excess-profits  taxation:  Comparisons  of  excess-profits  tax  liability 
( present  law)  under  invested  capital  and  average  earnings  methods — Continued 


Net  income: 

1936- .- 

1937- .. 

1938  _ 

1939  _ 


EXAMPLE  NO.  3.  AMERICAN  CAR  &  FOUNDRY 


Millions  of 
dollars 

1.  41 
.  96 
.  -1.  54 
.  20 


Average,  1936-39 _  .  26 

1940 _  6.  58 

Excess  of  earnings  in  1940  over  1936-39  average _  6.  32 

Excess-profits  tax  liability _  0.  00 


EXAMPLE  NO.  4.  INTERNATIONAL  PAPER  &  POWER  CO. 

Millions  of 


Net  income:  dollars 

1936  _  5.  69 

1937  _  9.  62 

1938  _  .  20 

1939  _  4.  96 


Average,  1936-39 _  5.  12 

1940 _  23.  18 

Excess  of  earnings  in  1940  over  1936-39  average _  18.  06 

Excess-profits  tax  liability _  2.  13 


Part  IV.  Other  Defects  in  the  Bill 


1.  THE  ESTATE-  AND  GIFT-TAX  EXEMPTIONS  AND  RATES  ARE  TOO  GENEROUS 

The  original  Treasury  recommendations  proposed  to  reduce  the 
estate-  and  gift-tax  exemptions  from  $40,000  to  $25,000  (with  the 
insurance  exclusion  reduced  similarly)  and  to  apply  tax  rates  on  the 
net  estate  ranging  from  4  to  70  percent,  and  on  gifts,  three-fourths  of 
the  estate-tax  rate.  It  was  estimated  that  the  additional  revenue 
yield  would  be  $347,200,000. 

The  Ways  and  Means  Committee  rejected  the  proposal  and  merely 
increased  the  rates  somewhat  on  net  estates  and  gifts  in  excess  of  the 
present  exemptions  of  $40,000.  The  Finance  Committee  made  but 
minor  changes.  Hence,  the  bill  as  now  recommended  to  the  Senate 
will  raise  only  an  additional  $157,600,000  from  this  source — less  than 
one-half  of  the  Treasury  recommendation. 

In  my  opinion,  the  original  recommendations  of  the  Treasury  were 
amply  justified.  Except  for  the  argument  that  small  estates  and  gifts 
should  be  reserved  to  the  States  for  taxation,  no  compelling  argument 
has  been  raised  to  justify  exemptions  of  $40,000  during  the  present 
fiscal  emergency.  Even  the  State-tax-base  argument  loses  much  of 
its  validity  in  the  face  of  much  more  serious  encroachments  of  the 
Federal  Government  in  the  taxation  of  gasoline  and  individual 
income.  It  must  be  exceedingly  difficult  for  those  who  favor  a 
$40,000  estate-tax  exemption  to  explain  why  the  single  man  or 
woman  earning  less  than  $15  a  week  should  pay  an  income  tax  based 
on  an  exemption  of  less  than  one-fiftieth  as  much.  Under  the  bill  as 
recommended  by  a  majority  of  the  committee,  an  estate  of  $41,000 
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will  bear  a  Federal  tax  of  $30.  The  same  amount  will  be  paid  in 
income  tax  by  a  single  individual  earning  $21.65  a  week. 

It  is  significant  to  observe,  that  Great  Britain  imposes  a  $1,600  tax 
on  a  $40,000  estate  (conversion  unit:  £l  equals  $4).  Even  a  $2,500 
estate  in  Great  Britain  is  taxed  $50. 

2.  THE  COMMITTEE  BILL  IMPOSES  AN  UNJUST  AND  INEQUITABLE 
AUTOMOBILE  USE  TAX 

This  proposed  tax  is  a  flat  levy  which  would  be  paid  in  equal  amount 
by  tire  owner  of  a  Ford  or  a  Cadillac,  by  the  20,000-miles-a-year 
driver  and  the  500-miles-a-year  driver.  In  the  words  of  Mr.  Sullivan 
during  the  Senate  hearings  on  this  bill: 

The  proposed  tax  has  no  relationship  to  the  extent  of  use  or  the  value  of  the 
object  taxed  and,  therefore,  is  unusually  inequitable.  It  taxes  a  $5,000  town  car 
exactly  the  same  $5  as  the  fifth-hand  car  worth  only  $20.  It  will  conflict  directly 
with  one  of  the  most  important  State  and  local  sources  of  revenue.  In  some 
States,  the  proposed  tax  will  in  effect  increase  the  average  cost  of  automobile 
registration  by  more  than  100  percent.  The  proposed  tax  must  be  collected 
from  32,000,000  taxpayers  located  throughout  every  State  and  county  in  the 
country.  This  would  require  additional  personnel  in  the  Bureau  of  Internal 
Revenue  of  at  least  3,800  new  employees.  The  administrative  cost  is  estimated 
to  be  $9,600,000  or  approximately  $6  per  $100  of  tax  collected,  which  is  more 
than  five  times  the  average  cost  of  collecting  other  excise  taxes. 

The  average  motor-vehicle  operator  is  already  paying  more  than 
his  share  in  gasoline  and  excise  taxes  and  registration  and  other  fees. 
Each  motor  vehicle  in  1939,  according  to  reliable  estimates,  paid  an 
average  tax  of  $50.82.  The  burden  has  grown  since. 

If  it  were  deemed  necessary  to  put  an  additional  tax  on  automobiles, 
it  would  be  more  logical  to  increase  the  excise  tax  on  new  automobiles 
from  the  proposed  7  to  10  percent.  With  the  curtailment  in  produc¬ 
tion  necessary  because  of  national  defense,  the  consumer  would  be 
more  than  willing  to  pay  the  additional  tax  to  secure  a  car;  the  supply 
and  demand  situation  would  be  less  acute;  and  the  Government, 
instead  of  the  manufacturer,  would  benefit  from  an  increased  price 
which  is  likely  to  be  paid  by  the  consumer  in  any  case. 

3.  THE  COMMITTEE  BILL  PLACES  VARIOUS  EXCISE  TAXES  ON  A  “PER¬ 

MANENT”  BASIS 

Since  the  enactment  of  the  Revenue  Act  of  1932,  various  taxes  have 
been  carried  in  our  tax  structure  as  “temporary  taxes.”  They  were 
renewed  periodically  by  legislation  extending  the  date  of  applica¬ 
bility.  The  committee  bill  makes  these  taxes  “permanent.”  I,  for 
one,  have  held  the  hope  that  these  regressive  taxes  might  be  wiped 
off  the  statute  books.  The  committee  recommendation  will  make  the 
future  elimination  of  these  taxes  difficult,  if  not  impossible. 

4.  THE  COMMITTEE  BILL  FAILS  TO  CORRECT  THE  PRESENT  OVERLY 

GENEROUS  DEPLETION  ALLOWANCES  GRANTED  FOR  TAX  PURPOSES 

TO  CONCERNS  ENGAGED  IN  THE  EXTRACTION  OF  NATURAL  RESOURCES 

As  pointed  out  by  Secretary  Morgenthau  in  the  hearings  before  the 
Finance  Committee,  the  present  tax  laws  are  too  generous  in  dealing 
with  depletion  allowances.  No  one  questions  the  fact  that  reason¬ 
able  maintenance,  depreciation,  and  obsolescence  allowances  must 
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be  made  in  arriving  at  net  income.  However,  the  degree  of  such 
allowances  must  be  measured  and  governed  by  comparative  sacrifices 
borne  by  other  taxpayers. 

B.  THE  COMMITTEE  BILL  FAILS  TO  TAX  A  CONSIDERABLE  VOLUME  OF 

STATE  AND  LOCAL  SECURITIES  WHICH  ARE  STILL  EXEMPT  FOR  INCOME 

TAX  PURPOSES 

The  surtax  in  the  committee  bill,  it  is  true,  will  reach  a  part  of  the 
interest  derived  from  partially  tax-exempt  securities.  About  $31,- 
600,000  in  additional  Federal  revenue  will  be  derived  therefrom. 
However,  a  large  bloc  of  securities  will  still  remain  untaxed.  More 
than  19  billion  dollars  of  State  and  local  securities  are  wholly  tax 
exempt. 

Exhaustive  studies  of  this  subject  have  been  made  by  both  the 
Congress  and  the  Treasury  Department.  The  Treasury  Department 
under  several  different  administrations  has  consistently  advocated  the 
removal  of  the  tax  exemptions.  Economists  are  practically  unani¬ 
mous  in  agreeing  that  there  is  no  rhyme  or  reason  in  allowing  interest 
from  Government  bonds  to  go  untaxed. 

In  my  opinion,  the  Finance  Committee  should  have  given  consider¬ 
ation  to  this  subject  in  connection  with  this  bill  and,  once  and  for  all, 
eliminated  the  vestige  of  old  tax  theories  on  the  subject. 

6.  THE  LOWERED  EXEMPTIONS  ON  THE  PERSONAL  INCOME  TAX  ARE 

UNJUSTIFIED 

When  Secretary  Morgenthau  appeared  before  the  Senate  Finance 
Committee  on  August  8,  1941,  he  said,  speaking  of  lowered  tax 
exemptions: 

*  *  *  We  ought  not  to  accept  such  sacrifices,  even  though  willing  sacrifices, 

from  millions  of  people  with  low  incomes  on  whom  the  burden  of  other  types  of 
taxes  falls  most  heavily,  unless  we  reach  in  other  places  ability  to  pay  which  is 
escaping  its  fair  share  of  taxes.  Among  these  are  the  following: 

The  excess-profits  tax  exempts  profits  of  even  the  most  prosperous  corporation, 
except  to  the  extent  that  such  profits  are  in  excess  of  its  average  profits  for  the 
years  1936-39.  Surely  Congress  will  not  wish  to  impose  additional  taxes  on 
millions  more  of  our  low-income  group  unless  it  also  imposes  the  excess-profits 
tax  on  exempt  excess  profits  of  such  corporations. 

Families  pay  lower  Federal  income  taxes  when  both  husband  and  wife  receive 
incomes  than  when  the  same  total  amount  of  income  is  received  by  only  one  of 
them.  This  is  a  discrimination  of  which  many  wealthy  people  have  taken  ad¬ 
vantage  by  large  gifts  of  income-producing  property  between  husband  and  wife. 

For  years,  the  concerns  engaged  in  extracting  certain  of  our  natural  resources, 
notably  oil,  have  been  granted  far  greater  allowances  for  depletion  than  can  be 
justified  on  any  reasonable  basis  of  tax  equity.  If  the  income  tax  is  to  be  extended 
to  lower  incomes,  this  privilege  of  tax  escape  should  simultaneously  be  removed. 

A  few  months  ago  the  Congress  eliminated  the  tax-exemption  privilege  from 
new  issues  of  Federal  securities.  The  purchasers  of  new  State  and  local  securities 
still  enjoy  this  exemption.  The  exemption  was  inequitable  and  expensive  even 
in  normal  times.  It  cannot  be  boroe  longer  in  a  time  like  this,  and  especially  if 
we  are  to  increase  the  direct  tax  burdens  of  persons  with  smaller  incomes. 

In  its  suggestion  to  the  Ways  and  Means  Committee  the  Treasury  recommended 
substantial  increases  in  estate  and  gift  taxes  and  lower  exemptions.  In  part,  this 
recommendation  was  followed  but  in  my  opinion,  the  estate  and  gift  taxes  should 
reach  more  estates  and  provide  more  revenue  if  we  are  going  to  tax  smaller  incomes. 

Could  anything  more  emphatic  have  been  said  about  what  should 
come  first? 
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What  did  the  committee  do?  They  complied  with  none  of  the 
qualifying  provisions,  but  proceeded  to  lowering  the  exemptions 
nevertheless. 

As  an  advocate  in  past  years  for  the  lowering  of  income-tax  exemp¬ 
tions,  I  have  consistently  maintained  that  such  was  a  preferable  choice 
as  between  that  or  consumption  taxes.  I  still  adhere  to  that  view. 
But  I  am  wholly  unwilling  to  soak  the  poor  man  with  both.  That  is 
precisely  what  this  bill  does. 

The  T.  N.  E.  C.  Monograph  No.  3,  entitled  “Who  Pays  the  Taxes,” 
reveals  some  facts  that  many  pressure  groups  are  trying  desperately 
to  discredit.  It  reveals  that,  because  of  hidden  and  regressive  taxes 
consumers  in  the  lowest  income  brackets  are  paying  a  larger  share  of, 
their  income  in  taxes  than  are  substantially  wealthier  income  groups. 

I  am  unwilling  to  place  a  heavier  burden  on  them  through  this  bill. 

The  following  tabulation  shows  concisely  how  income-tax  rates  and 
exemptions  have  been  changed  in  past  years. 


Federal  individual  income-tax  rates 


Personal  exemptions 

Normal 
tax  rate 

Surtaxes 

Maximum, 

Income  year 

Single 

Married 

Begin  at — 

Range 
of  rates 

normal, 
and  surtax 

1913-15. . 

$3,000 

$4,000 

PerceTit 

1 

$20, 000 

Percent 

1-6 

Percent 

7 

1916... _ _ 

3,000 

4,000 

2 

20,  000 

1-13 

15 

1917  . . . 

1,000 

2,000 

2.4 

5,  000 

1-63+ 

67+ 

1918.... . . . 

1,000 

2,000 

6-12 

5.  000 

1-65 

77 

1919-20.... . . 

1,000 

2,000 

4-8 

5.  000 

1-65 

73 

1921.... . . . . 

1,000 

2.500 

4-S 

5. 0O0 

1-65 

73 

1922-23 _ _ _  . 

1,000 

2.500 

4-8 

6.  000 

1-50 

58 

1924 . . . 

1,000 

2,  500 

2-6 

10, 000 

1-40 

46 

1925-28 _ 

1,500 

3,  500 

U/4-5 

10.000 

1-20 

25 

1929 _ _ _ 

1,500 

3,500 

W-4 

10,000 

1-20 

24 

1930-31 _ 

1,500 

3,  500 

l}4-5 

10,000 

1-20 

25 

1932-33 _ _ 

1,000 

2.  500 

4-8 

6,000 

1-55 

63 

1934-35 . . . . 

1,000 

2,500 

4 

4,000 

4-59 

63 

1936-39 _ _ 

1,000 

2,500 

4 

4.000 

4-75 

79 

1940 . . 

800 

2,000 

4.4 

4,000 

4.  4-75+ 

79+ 

1  Certain  individuals  and  partnerships  were  subject  also  to  an  excess-profits  tax  in  1917. 

Source:  Compiled  from  Statistics  of  Income  and  Revenue  Acts.  Because  of  numerous  changes  in  the 
detailed  provisions  of  the  latter,  the  rates  tabulated  above  are  not  strictly  comparable. 


Part  V.  Conclusions 


The  existing  tax  structure  is  inequitable.  It  violates  the  principle 
of  ability  to  pay.  The  pending  tax  bill  if  enacted  into  law  will  impose 
even  greater  burdens  upon  the  great  masses  of  the  people  who  have  the 
least  ability  to  pay.  Taxes  which  mean  a  reduction  of  an  already 
unconscionably  low  standard  of  living  are  proposed  to  be  levied  while 
fat  profits  from  defense  spending  get  off  with  only  a  relatively  minor 
share  of  the  total  burden. 

Smaller  corporations  are  threatened  by  an  economic  pincers  move¬ 
ment  more  powerful  than  the  giant  monopolies  have  ever  been  able 
to  muster,  fostered  by  Government  itself.  Wre  face  a  paradox  of 
depression  and  underemployment  in  the  midst  of  defense  prosperity. 
The  two  jaws  of  the  Government  pincers  movement  are  priorities 
and  defense  contracts.  Priorities  are  depriving  nondefense  industries 
of  raw  materials  necessary  for  their  existence.  Defense  contracts 
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have  gone  for  the  most  part  to  hig  business.  The  result  is  that  small 
business  which  is  denied  materials  for  normal  production  must  shut 
down,  while  big  business  gets  defense  contracts  to  replace  normal 
production. 

The  pending  tax  bill  instead  of  drastically  increasing  the  yield 
from  an  effective  excess-profits  tax  shifts  $500,000,000  from  the 
normal  corporation  tax  yield  (by  the  reversal  of  credits)  and  adds  it 
to  the  estimated  yield  from  excess-profits  taxes.  At  the  same  time 
corporations  large  and  small  are  to  have  their  taxes  jacked  up  without 
regard  to  profits  made  from  the  defense  spending. 

For  many  years  the  Senate  and  the  taxpayers  have  been  promised 
a  genuine  revision  of  the  tax  structure  and  each  year  the  promise  is 
never  fulfilled. 

With  an  additional  lend-lease  appropriation  for  aid  to  other  countries 
about  to  be  submitted  to  Congress  which  will  no  doubt  equal  if  not 
exceed  the  additional  revenues  to  be  raised  by  the  pending  bill,  it  is 
idle  to  lull  ourselves  into  the  false  dream  that  the  present  bill  is  within 
gunshot  of  being  adequate  to  meet  the  fiscal  crisis  which  confronts  the 
Treasury  now  and  in  the  foreseeable  future. 

To  pile  a  hodgepodge  tax  bill  upon  the  existing  hodgepodge  tax 
structure  impairs  the  functioning  of  our  economy.  One  of  the  essen¬ 
tials  necessary  to  free  production  for  the  defense  effort  is  a  sound  tax 
structure.  Passage  of  the  pending  bill  with  all  of  its  acknowledged 
injustices  and  hardships  might  be  accepted  if  the  individual  and  cor¬ 
porate  taxpayers  could  be  assured  this  was  all  they  would  be  asked  to 
carry.  Such  is  not  the  case.  They  have  already  been  informed 
that  another  and  bigger  tax  bill  is  to  be  enacted  next  year.  This 
kind  of  blunderbuss  tax  procedure  threatens  the  entire  production 
effort  for  defense.  It  intensifies  the  resentment  of  all  kinds  of  tax¬ 
payers.  It  will  tend  to  increase  disunity  instead  of  foster  unity. 

It  is  my  firm  conviction  that  the  pending  bill,  which  makes  an  intol¬ 
erable  tax  structure  infinitely  wurse,  should  be  rejected  and  thorough¬ 
going  revision  of  the  tax  structure  based  on  the  sound  principle  of 
ability  to  pay  should  be  immediately  undertaken. 
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Reported  by  Mr.  George,  with  amendments 
[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


AN  ACT 

To  provide  revenue,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act,  divided  into  titles  and  sections  according  to 

4  the  following  Table  of  Contents,  may  be  cited  as  the 

5  “Revenue  Act  of  1941”: 

TABLE  OF  CONTENTS 

Title  I — Individual  and  Corporation  Income  Taxes 

Sec.  101.  Surtax  on  individuals. 

Sec:  4©Qt  Surtax  ©»  corporations. 

Sec.  102.  Optional  tax  on  individuals  with  certain  gross  income  of  $3,000 
or  less. 

Sec.  103.  Corporation  defense  tax  rates  incorporated  in  rate,  schedules. 
Sec.  104.  Surtax  on  corporations  and  termination  of  defense  tax. 
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Sec.  40+  105.  Tax  on  nonresident  alien  individuals. 

Sec.  405  106.  Tax  on  foreign  corporations. 

Sec.  400  107.  Withholding  of  tax  at  source. 

Sec.  404  108.  Treaty  obligations. 

Sec.  408  109.  Reduction  in  pursuance  of  treaties  of  rates  of  tax  and  with¬ 
holding  on  nonresident  alien  individuals  resident  in,  and 
corporations  organized  under  laws  of,  Western  Hemi¬ 
sphere  countries. 

See.-  400t  -Defense  4an  en  personal  holding  companies  and  transfers  to 
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Sec.  110.  Defeme  tax  rates  on  personal  holding  companies  and  transfers 
to  avoid  income  tax  incorporated  in  rate  schedules. 

Sec.  111.  Personal  exemption. 

Sec.  112.  Returns  of  income  tax. 

Sec.  440  113.  Credit  for  dependents. 

Sec.  444  111)-.  Noninterest-bearing  obligations  issued  at  discount. 

Sec.  115.  Short-term  obligations  issued  on  a  discount  basis. 

Sec.  440  116.  Information  returns  with  respect  to  Federal  obligations. 
Sec.  117.  Alimony  and  separate  maintenance  payments. 

Sec.  118.  Extension  of  time  of  orders  of  Securities  and  Exchange  Com¬ 
mission. 

Sec.  119.  Community  income. 

Sec.  440  120.  Taxable  years  to  which  amendments  applicable. 


Title  II — Excess  Profits  Tax 

Sec.  201.  Excess  profits  tax  rates  and  credits. 

See?  202?  Disclaimer  of  credit? 

See?  203?  Cases  in  which  no  return  required-: 

Sec.  204  202.  Deduction  of  excess-profits  tax. 

Sec.  205  203.  New  capital. 

See.  200?  Corporations  engaged  in  mining  strategic  raotnls; 
Sec.  204  20 A  Taxable  years  to  which  amendments  applicable. 


Title  III — Capital  Stock  Tax  and  Declared  Value  Excess-Profits 

Tax 


Sec.  301.  Capita]  stock  tax. 

Sec.  302.  Declared  value  excess-profits  tax — Defense  tax  made  permanent 
rates  incorporated  in  rate  schedule. 


Title  IV— Estate  and  Gift  Taxes 

Sec.  401.  Estate  tax  rates. 

Sec.  402.  Gift  tax  rates. 

Title  V — Excise  Taxes 


PART  I - 19  3  2  EXCISE  TAXES  MADE  PERMANENT 


Sec.  501. 
Sec.  502. 
Sec.  503. 
Sec.  504. 
Sec.  505. 


1932  excise  taxes  made  permanent. 
Pipe  line  tax. 

Technical  amendment. 

Bond  tax. 

Conveyance  tax. 


PART  II - DEFENSE  TAX  RATES  MADE  PERMANENT  (NO  INCREASE  IN  TAX  AND 

NO  CHANGE  IN  BASIS  OF  TAX) 

Sec.  521.  Defense  excise  tax  rates  made  permanent  which  are  not  in¬ 
creased  by  this  Act. 
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PART  III — INCREASES  IN  RATES  OF  EXISTING  EXCISE  TAXES 

Sec.  531.  Playing  cards. 

Sec.  532.  Safe  deposit  boxes. 

Sec.  533.  Distilled  spirits. 

Sec.  534.  Wines. 

Sec.  535.  Tires  and  tubes. 

Sec.  536.  Effective  date  of  Part  III. 
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Sec.  554r  Soft  drinks. 

Sec.  553  551.  New  manufacturers’  excise  taxes. 

Sec.  553  552.  New  retailers’  excise  taxes. 
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Code. 

Sec.  554.  Transportation  of  persons,  etc. 

Sec.  555.  Coin-operated  amusement  and  gaming  devices. 

Sec.  556.  Bowling  alleys,  etc. 

See.  5575  Outdoor  advertising. 

Sec.  553  557 .  Use  of  motor  vehicles  and  boats. 

Sec.  559  558.  Effective  date  of  Part  V. 


PART  VI — PROCESSING  TAX  ON  CERTAIN  OILS 
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TITLE  I-INDXVIDUAL  AND  CORPORATION 
INCOME  TAXES 


SEC.  101.  SURTAX  ON  INDIVIDUALS. 

Section  12  (b)  of  the  Internal  Revenue  Code  is 

amended  to  read  as  follows: 

“(b)  Rates  of  Surtax. — There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  surtax  net 
income  of  every  individual  the  surtax  shown  in  the  following 
table : 


^44  the  surtax  Ret  income  isr  The  surtax  shall  her 


Net  over  $2-, 000 _ 

Over  $2,000  hot  net  over  $1,000 _ 

Over  $1;000  hot  net  ever  $6-, 000 _ 

Over  $0^000  hot  net  ever  $8,000__ 

Over  $8,000  hot  net  over  $10,00Q_ 

Over  $10,000  hot  net  over  $12,000, 

O-vor  $l-2jOQO  hot  net  over  $11,000, 


I  I  ' '  M I  ■  I  A  I  II  111  1  A 1  1  4  A  A  /-A  4  /A1TA»»  U!1  4  I 

v/TvT  -i-  jL  ^  \J  VJ  TTTTC  1 1 U  t  vl  V  vi  p  10^1 

1  I  A  T  /A  A »  *«L  1  I  .  i  \l  \(  \  l  A  n  4  AA  /  >4  ATTAl  I  W2~l  V  i 

\y  V  Cl  p  O VJ VJ  U LL L  irtyr  U  \  L  1  ( p lOy 


I  i  f  r  /  A  a  •  ^L1  v  linn  I  A  i  it  A a  1 a4  Atr  r\  n  I  I  II  II  1 

\_J  Vvl  *p  lO^  \J  VJ  U  LI  L  Ill/  l'  o  i  vi  vp  j  yj VJ  _ 

(  Att  <  >a »  C: » )  41  At  in  1  <  n  4  a  a  /  .  4  attah  C.*OQ  AAA 

'  /  i  >  ‘  p— j  VJ  y  VJ  yJ  tjTTXJ  TTvTC  uTvT  pwA:  «  '0  VJ  VJ  _ 

(  1  \  r  1  \  1  •  tW  1/  1  1  A  1  1  4  A  A  /  .4  /ATTA1»  CjOCAAQ 

'TTur  p w^yjO \s  Ulll;  11'  *  l  U  i  LI  pi— < UpvU  — 

Over  $20j000  hot  net  ever  $32,000, 

(  tl:nl‘  82  O  »  )  Atl  i\  1  A  1  A  4  VA  4  ATTATt  >29  Q 
vTTCT  p ' ) >-J ^VJ VJ VJ  VJ l i  L  11UL  U  V  Cl  pO O  Oh/ _ 

I  V  (  l(  1  ft  1  'A  T  1  4  A  A  <a4  ATTA  A  A  L'  1  1  C\i  \(  \ 

v  /  V  UI  p'-4 O ^ 'J VJ VJ  tjtrD  xiv/D  U  V  Cl  pxxyjvv  _ 

i  I  \  '  /  >  >  *  Si  l  l  (  1(1  l  A  I  1  4  A  A  /  >4  /-A  A  T /A  A»  >2  K/l  I  II  U  I 

1  /  V  H  p  1  l^v  v  v  11  LI  L  1 1  v  *  l '  U  V  vl  p  f  )  \J  j  \J  VJ  VJ _ 

Over  $30,000  hot  net  ovci  $60,-000_ 

I  I  VO  !•  S-  ,  .  (  I  I  II  W  (  1.1  1  4  A  A  /  .  4  r  \  A  - 1 A  A »  S  ,  /l  I  II  W  \ 

V7  V  v  i.  jy  r\j  \  j  \j  TTcTD  TTvTc  U  V  v  i  p  i  VJ  ^  v  v_/  VJ  _ 

Over  $70,000  hot  net  ever  $80,000, 


3%  et  the  surtax  net  roeemer 

CM  00  aaI  un  Q  ^Vr_  i  \  T  o  vcooo  over  AQA 

pjCTTVT^  TtTtTO  T7  yt7  U  1  CAUCoo  vl  V  11  p— Tp7TTv77 

$2tO  pl-es  44%-  et  excess  ever 

$1,000: 

$180,  plus  43%-  e4  excess  over 
$G,000t 

$480  pl-os  43%  e4  excess  ever 
$8-0Q9i 

$1,100,  plus  22%  e4  excess  over 
$4Uj0Q0; 

$1,600,  plus  23%  e#  cx-eess  ever 

$12,000. 

$2;400;  p4os  28%-  et  excess  ever 

$11,000. 

$2,-GG0-,-  plus  84%-  et  excess  ever 
$16,000: 

$3^280^  plus  33%  e4  excess  ever 

$3TttlQT  p4os  33%  et  excess  ever 

$20,000r 

$1,GG0,  p4os  32%-  et  excess  ever 
$22;0Q0: 

$6,220^  plus  42%  e4  excess  ever 
$26,000. 

$8;7-l(h  plus  43%-  e4  excess  ever 
$32,000: 

$11,110,  pl-us  48%-  e4  execss  over 
$38,000. 

$1:1,820,  plus  30%  et  excess  over 

$11,000. 

$17,820,  ptos  33%  e4  exeess  ever 
$30,000. 

$22,620,  plus  33%  e4  exccss  over 
$60,000. 

$28,120,  plus  34%  et  exeess  ever 
$40,000. 
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iJi4  the  sartax  net  income  isr  The  surtax  shall  hev 


TTTTT  “ 


Over  $100,000 
$150,000. 

Over  $450;090 
$300j000r 

1  if 
TTTTT 

Bet 

Over  $300,000 
$350,000. 

Jiii£ 

TTTTT 

I  ITT  T 

Over  $350,000 
$300,000. 

|  \  1 1  f 
TTTTT 

Over  $300,000 
$■100,000. 

** 

Over  $100,-000 
$500,000: 

1  iiit 
TTTTT 

/-yf 

TTTTT 

Over  $500,000 
$750,000. 

1  1 1  1  f 
TTTTT 

rvl 

TTTTT 

Over  $750,000 

|~\i  -1  f 
TTTTT 

$4,000,000; 

Over  $1,000,000  hat  net 
$3,000,000. 

Over  $3,000,000  hat  aot 
$5,000,000.  ' 

Over  $5,000,000. 


v/TTjl 

over 

ever 

over 

\  7  V 171 

over 

ever 

over 


$■80,830,  pies  50%  el  excess  ever 
$80,000. 

$80,730,  pins  61%  at  excess  over 

$00,000. 

$■15,830,  plus  03%  el  excess  over 

$-100,000. 

$70,830,  plas  00%  el  excess  ever 
$150,000. 

$108,330,  pies  01%  el  excess  over 
$300,000. 

$110,330,  plus  60%  el  excess  over 
$350,000. 

$173,830;  plas  08%  el  excess  over 
$800,000. 

$3 11,830,  plus  70%  el  excess  over 
$-)OO;000: 

$311,330,  plus  74%  el  excess  over 
$500,000; 

$188,830,  plus  73%  el  excess  over 
$750,000. 

$608,830,  pl-us  78%  el  excess  ever 

$1,000,000. 

$4,808,830,  plus  74%  el  excess  over 
$3,000,000. 

niQ  CPA  -l-v  111,-'  ■■  *->  flf—  y">  4  r\  f  AAr.'  1  .  \  ~  I\  >•» 

’  jl  «,  '  _L  O  «  O  w •)  I  j  lit.’’  I  vTT  ’  -  V '  v  >  ’>  ’  '  '  i  '  i 

$5,000,000.” 


If  the  surtax  net  income  is: 

Not  over  $2,000 _ 

Over  $2,000  but  not  over  $4,000 _ 

Over  $4,000  but  not  over  $6,000 _ 

Over  $6,000  but  not  over  $8,000 _ 

Over  $8,000  but  not  over  $10,000-- 

Over  $10,000  but  not  over  $12,000- 

Over  $12,000  but  not  over  $ 14,000 _ 

Over  $14,000  but  not  over  $ 16,000 _ 

Over  $16,000  but  not  over  $18,000- 

Over  $18,000  but  not  over  $20,000- 

Over  $20,000  but  not  over  $22,000- 

Over  $22,000  but  not  over  $26,000- 

Over  $26,000  but  not  over  $ 32,000 _ 

Over  $32,000  but  not  over  $ 38,000 _ 

Over  $38,000  but  not  over  $ 44,000 _ 

Over  $44,000  but  not  over  $ 50,000 _ 


The  surtax  shall  be: 

6%  of  the  surtax  net  income. 

$120,  plus  9%  of  excess  over  $2,000. 
$300,  plus  13%  of  excess  over 

$4,000. 

$560,  plus  17%  of  excess  over 

$6,000. 

$900,  plus  21%  of  excess  over 

$8,000. 

$1,320  plus  25%  of  excess  over 

$10,000. 

$1,820,  plus  29%  of  excess  over 

$12,000. 

$2,400,  plus  32%  of  excess  over 
$14,000. 

$3,040,  plus  35%  of  excess  over 
$16,000. 

$3,740,  phis  38%  of  excess  over 
$18,000. 

$4,500,  plus  41%  °f  excess  over 

$20,000. 

$5,320,  plus  44%  °f  excess  over 

$22,000. 

$7,080,  plus  47%  of  excess  over 
$26,000. 

$9,900,  plus  50%  of  excess  over 
$32,000. 

$ 12,900 ,  plus  53%  of  excess  over 
$38,000. 

$ 16,080 ,  plus  55%  of  excess  over 

$44,000. 
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If  the  surtax  net  income  is: 

Over  $50 pOO  but  not  over  $60,000- 

Over  $60,000  but  not  over  $70,000- 
Over  $70,000  but  not  over  $80,000- 
Over  $80,000  but  not  over  $90,000- 
Over  $90,000  but  not  over  $100,000- 


The  surtax  shall  be: 

$19,380,  plus  57%  of  excess  over 
$50,000. 

$25,080,  plus  59%  of  excess  over 
$60,000. 

$ 30,980 ,  plus  61%  of  excess  over 
$70,000. 

$ 37,080 ,  plus  63%  of  excess  over 
$80,000. 

$43,380,  plus  64%  of  excess  over 
$90,000. 


Over  $100,000 
$150,000. 

but 

not 

over 

Over  $150,000 
$200,000. 

but 

not 

over 

Over  $200,000 
$250,000. 

but 

not 

over 

Over  $250,000 
$300,000. 

but 

not 

over 

Over  $300,000 

$ 400,000 . 

but 

not 

over 

Over  $400,000 
$500,000. 

but 

not 

over 

0  ver  $500,000 
$750,000. 

but 

not 

over 

Over  $750,000 
$1,000,000. 

but 

not 

over 

Over  $1,000,000 
$2,000,000. 

but 

not 

over 

Over  $2,000,000 
$5,000,000. 

but 

not 

over 

Over  $5,000,000. 


$ 49,780 ,  plus  65%  of  excess  over 

$100,000. 

$82 $80,  plus  66%  of  excess  over 
$150,000. 

$ 115,280 ,  plus  67%  of  excess  over 

$200,000. 

$148,780,  phis  69%  of  excess  over 
$250,000. 

$183f280,  plus  71%  of  excess  over 
$300,000. 

$ 254,280 ,  plus  72%  of  excess  over 

$400,000. 

$ 326,280 ,  plus  73%  of  excess  over 
$500,000. 

$ 508,780 ,  plus  74%  of  excess  over 
$750,000. 

$693,780,  plus  75%  of  excess  over 

$1,000,000. 

$1,443,780,  plus  76%  of  excess  over 

$2,000,000. 

$3,723,780,  plus  77%  of  excess  over 


$ 5,000,000 

SEC.  102.  OPTIONAL  TAX  ON  INDIVIDUALS  WITH  CERTAIN 
GROSS  INCOME  OF  $3,000  OR  LESS. 


(a)  Optional  Tax. — The  Internal  Revenue  Code  is 
amended  by  inserting  after  section  396  the  following  new 
Supplement : 

“ Supplement  T — Individuals  With  Gross  Income  From  Certain 


Sources  of  $3,000  or  less 
“SEC.  400.  IMPOSITION  OF  TAX. 

“In  lieu  of  the  tax  imposed  under  sections  11  and  12,  an 
individual  may  elect,  for  each  taxable  year,  to  pay  the  tax 
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1  shown  in  the  following  table  if  his  gross  income  for  such  tax- 

2  able  year  is  $3,000  or  less  and  consists  wholly  of  one  or  more 

3  of  the  following:  Salary,  wages,  compensation  for  personal 

4  services,  dividends,  interest,  rent,  annuities,  or  royalties: 


“If  the  gross  income  is  over — 

But  not 
over — 

The  tax s 

Single  person 
( not  head  of 
a  family) 

hall  he — 

Head  of  family 
or  married 
person 

$1 _ 

$750 

$0 

$ 0 

$750 _ 

775 

1 

0 

$775 _ 

800 

2 

0 

$800 _ 

825 

3 

0 

$825 _ 

850 

5 

0 

$850 _ 

875 

7 

0 

$875 _ 

900 

9 

0 

$900 _ 

925 

11 

0 

$925 _ 

950 

n 

0 

$950 _ 

975 

16 

0 

$975 _ 

1,000 

18 

0 

$1,000 _ 

1,025 

20 

0 

$1,025 _ 

1,050 

22 

0 

$1,050 _ 

1,075 

24 

0 

$1,075 _ 

1, 100 

26 

0 

$1,100 _ 

1, 125 

29 

0 

$1,125 _ 

1, 150 

31 

0 

$1,150 _ 

1, 175 

33 

0 

$1,175 _ 

1,200 

35 

0 

$ 1,200 _ 

1,225 

37 

0 

$1,225 _ 

1,250 

39 

0 

$1 ,250 _ 

1,275 

42 

0 

$1,275 _ 

1,300 

44 

0 

$1,300 _ 

1,325 

46 

0 

$1,325 _ 

1,350 

48 

0 

$1,350 _ 

1,375 

50 

0 

$1,375 _ 

1,400 

52 

0 

$1,400 _ 

1,425 

55 

0 

$1,425 _ 

1,450 

57 

0 

$1,450 _ 

1,475 

59 

0 

$1,475 _ 

1,500 

61 

0 

$1,500 _ 

1,525 

63 

1 

$1,525 _ 

1,550 

65 

2 

$1,550 _ 

1,  575 

68 

3 

$1,575 _ 

1,600 

70 

5 

$1,600 _ 

1,625 

72 

6 
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“If  the  gross  income  is  over — 

But  not 
over — 

The  tax  s 

Single  person 
( not  head  of 
a  family ) 

hall  be — 

Head  of  family 
or  married 
person 

$1,625 _ 

$1,650 

$74 

$7 

$1,650 _ 

1,675 

76 

9 

$1,675 _ 

1,700 

78 

11 

$1,700 _ 

1,725 

80 

13 

$1,725 _ 

1,750 

83 

15 

$1,750 _ 

1,775 

85 

17 

$1,775 _ 

1,800 

87 

19 

$1,800 _ 

1,825 

89 

22 

$1,825 _ 

1,850 

91 

24 

$1,850 _ 

1,875 

93 

26 

$ 1,875 _ 

1,900 

96 

28 

$1,900 _ 

1,925 

98 

SO 

$1,925 _ 

1,950 

100 

82 

$1,950 _ 

1,975 

102 

35 

$1,975 _ 

2,  000 

104 

37 

$2,000 _ 

2,  025 

106 

39 

$2,025 _ 

2,  050 

109 

41 

$2,050 _ 

2,  075 

111 

48 

$2,075 _ 

2, 100 

113 

45 

$2,100 _ 

2, 125 

115 

48 

$2,125 _ 

2, 150 

117 

50 

$2,150 _ 

2, 175 

119 

52 

$2,175 _ 

2,  200 

122 

54 

$2,200 _ 

2,225 

124 

56 

$2,225 _ 

2,  250 

126 

58 

$2,250 _ 

2,  275 

128 

60 

$2,275 _ 

2,  300 

130 

63 

$2,800.  _ 

2,  325 

132 

65 

$2,325 _ 

2,  350 

134 

67 

$2,350 _ 

2,  375 

137 

69 

$2,375 _ 

2,  400 

139 

71 

$ 2,400 _ 

2,  425 

141 

78 

$2,425 _ 

2,  450 

148 

76 

$2,450 _ 

2,  475 

145 

78 

$2,475 _ 

2,  500 

147 

80 

$2,500 _ 

2,525 

150 

82 

$2,525 _ 

2,  550 

152 

84 

$ 2,550 _ 

2,  575 

154 

86 

$2,575 _ 

2,  600 

156 

89 

$ 2,600 _ 

2,  625 

158 

91 

$2,625 _ 

2,  650 

160 

98 

$2,650 _ 

2,  675 

168 

95 

$2,675 _ 

2,  700 

165 

97 

$2,700 _ 

2,  725 

167 

99 

$2,725 _ 

2,  750 

169 

102 

$2,750 _ 

2,  775 

172 

104 

$ 2,775 _ 

2,800 

174 

106 

$2,800 _ 

2,  825 

177 

108 
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“If  the  gross  income  is  over — 

But  not 
over — 

The  tax  s 

Single  person 
( not  head  of 
a  family) 

hall  be — 

Head  of  family 
or  married 
person 

$2,825 _ 

$2,  850 

$180 

$110 

$2,850 _ 

2,  875 

183 

112 

$2,875 _ 

2,  900 

186 

m 

$2,900 _ 

2,  925 

189 

117 

$2,925 _ 

2,  950 

191 

119 

$2,950 _ 

2,  975 

194 

121 

$2,975 _ 

8,  000 

197 

123 

1  In  applying  the  above  schedule  to  determine  the  tax  of  a 

2  taxpayer  with  one  or  more  dependents  there  shall  be  sub- 

3  traded  from  his  gross  income  $400  for  each  such  dependent. 

4  “SEC.  401.  RULES  FOR  APPLICATION  OF  SECTION  400. 

5  “For  the  purposes  of  this  Supplement — 

6  “(a)  Definitions — 

7  “(1)  ‘Married  person  means  a  married  person 

8  living  with  husband  or  wife. 

9  “(2)  ‘ Dependent ’  means  a  person  (other  than  hus- 

10  band  or  wife)  dependent  upon  and  receiving  his  chief 

11  support  from  the  taxpayer  if  such  dependent  person  is 

12  under  eighteen  years  of  age  or  is  incapable  of  self-support 

13  because  mentally  or  physically  defective,  excluding  as  a, 

14  dependent,  in  the  case  of  a  head  of  a  family,  one  who 

15  would  be  excluded  under  section  25  (b)  (2)  (B). 

16  “(b)  Determination  of  Status. — The  determination 

17  of  whether  a  person  is  living  with  husband  or  wife,  is  a  head 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


10 


of  a  family,  or  is  a  dependent,  shall  he  made  as  of  the  last 
day  of  the  taxpayer  s  taxable  year. 

“(c)  Separate  Return  of  Husband  and  Wife. — If 
a  husband  and  wife  living  together  file  separate  returns,  each 
shall  be  treated  as  a  single  person. 

“(d)  Married  Persons  Not  Living  With  Hus¬ 
band  or  Wife. — A  married  person  not  a  head  of  a  family 
and,  not  living  with  husband  or  wife  shall  be  treated  as  a 
single  person. 

“SEC.  402.  MANNER  OF  ELECTION. 

“The  election  referred  to  in  section  400  shall  be  con¬ 
sidered  to  have  been  made  if  the  taxpayer  files  the  return 
prescribed  for  this  Supplement  and  such  election  shall  be 
irrevocable.  If  the  taxpayer  for  any  taxable  year  has  filed 
a  return  computing  his  tax  without  regard  to  this  Supple¬ 
ment,  he  may  not  thereafter  elect  for  such  year  to  compute 
his  tax  under  this  Supplement. 

“SEC.  403.  CREDITS  AGAINST  TAX  NOT  ALLOWED. 

“Section  31  (relating  to  foreign  tax  credit)  and  sec¬ 
tion  32  (relating  to  credit  for  taxes  withheld  at  source) 
shall  not  apply  with  respect  to  the  tax  imposed  by  this 
Supplement. 

“SEC.  404.  CERTAIN  TAXPAYERS  NOT  ELIGIBLE. 

“This  Supplement  shall  not  apply  to  a  nonresident  alien 


individual,  or  an  estate  or  trust,” 
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(b)  Cross-references. — 

(1)  Section  11  of  the  Internal  Revenue  Code  is  amended 
by  inserting  at  the  end  thereof  the  following:  “(For  alterna¬ 
tive  tax  if  gross  income  from  certain  sources  is  $ 3,000  or 
less,  see  section  400 )". 

(2)  Section  12  of  the  Internal  Revenue  Code  is  amended 
by  inserting  at  the  end  thereof  the  following: 

u( g)  For  alternative  tax  if  gross  income  from  certain 
sources  is  $ 3,000  or  less,  see  section  400." 

(c)  Amendment  to  Section  4. — Section  4  of  the 
Internal  Revenue  Code  is  amended  by  inserting  at  the  end 
thereof  the  following: 

“(h)  Shareholders  of  Personal  Service  Corporations ,< — 
Supplement  S. 

“( l)  Individuals  with  gross  income  from  certain  sources 
of  $3,000  or  less, — Supplement  T" 

SEC.  103.  CORPORATION  DEFENSE  TAX  RATES  INCORPORATED 
IN  RATE  SCHEDULES. 

(a)  Tax  on  Corporations  in  General. — Section 
13  (b)  (1)  and  (2)  of  the  Internal  Revenue  Code  are 
amended  to  read  as  folloivs: 

“(1)  General  rule. — A  tax  of  24  per  centum  of 

the  normal-tax  net  income;  or 

“(2)  Alternative  tax  (corporations  with 


normal-tax  net  income  slightly  more  than 
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$25,000). — A  tax  of  $ 4,250 ,  plus  37  per  centum  of  the 
amount  of  the  normal-tax  net  income  in  excess  of 
$25,ooor 

(h)  Tax  on  Special  Classes  of  Corporations  — 
Section  14  (h)  of  the  Internal  Revenue  Code  is  amended  to 
read  as  follows: 

“(b)  Corporations  With  Normal-Tax  Net  In¬ 
comes  of  Not  More  Than  $ 25,000 . — If  the  normal-tax  net 
income  of  the  corporation  is  not  more  than  $25,000,  and  if 
the  corporation  does  not  come  within  one  of  the  classes  speci¬ 
fied  in  subsection  (c) ,  (d) ,  or  ( e )  of  this  section,  the  tax  shall 
be  as  follows: 

“Upon  normal-tax  net  incomes  not  in  excess  of 
$5,000. 15  per  centum. 

“$750  upon  normal-tax  net  incomes  of  $5,000,  and 
upon  normal-tax  net  incomes  in  excess  of  $5,000  and  not 
in  excess  of  $20,000,  17  per  centum  in  addition  of  such 
excess. 

“$3,300  upon  normal-tax  net  incomes  of  $20,000, 
and  upon  normal-tax  net,  incomes  in  excess  of  $20,000, 
19  per  centum,  in  addition  of  such  excess ." 

(c)  Foreign  Corporations— Section  14  ( c )  of  the 
Internal  Revenue  Code  (relating  to  tax  on  resident  foreign 
corporations )  is  amended  by  striking  out  “221/ io  per  centum' 
and  inserting  “24  per  centum" . 
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(cl)  Surtax  on  Corporations  Improperly  Ac¬ 
cumulating  Surplus. — The  rate  schedule  of  section  102  of 
the  Internal  Revenue  Code  is  amended  to  read  as  follows: 

“27\  per  centum  of  the  amount  of  the  undistributed  sec¬ 
tion  102  net  income  not  in  excess  of  $ 100,000 ,  plus 

“ 38 i  per  centum  of  the  undistributed  section  102  net 
income  in  excess  of  $ 100,000 .” 

(e)  Mutual  Investment  Companies. — Section  362 
(b)  of  the  Internal  Revenue  Code  (relating  to  tax  on  mutual 
investment  companies)  is  amended  by  striking  out  “22Vio  per 
centum "  and  inserting  “24  per  centum' . 

SEO,  103,  SURTAX  OX  CORPORATIONS, 

-fa)-  General  Rule. — 44+e  Internal  Revenue  Code  is 
amended  hy  inserting  after  seefion  4fi  a  new  section  to  read 
as  follows-; 

^SEO,  UL  SURTAX  ON  CORPORATIONS, 

SEC.  104.  SURTAX  ON  CORPORATIONS  AND  TERMINATION  OF 
DEFENSE  TAX. 

(a)  General  Rule. — Section  15  of  the  Internal  Reve¬ 
nue  Code  (relating  to  defense  tax)  is  amended  to  read  as 
follows : 

“SEC.  15.  SURTAX  ON  CORPORATIONS. 

“(a)  Corporation  Surtax  Net  Income— For  the 
purposes  of  this  chapter  the  term  ‘corporation  surtax  net 
income’  means  the  net  income  minus  the  credit  for  dividends 
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received  provided  in  section  26  (b),  computed  by  limiting 
such  credit  to  85  per  centum  of  the  net  income  in  lieu  of  85 
per  centum  of  the  adjusted  net  income. 

“(b)  Imposition  op  Tax. — There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  corporation 
surtax  net  income  of  every  corporation  (except  a  corporation 
subject  to  the  tax  imposed  by  section  231  (a)  or  Supplement 
Q )  a  surtax  as  follows : 

“Upon  corporation  surtax  net  incomes  not  in  excess 
of  $25,000,  5  per  centum  6  per  centum  of  the  amount 
.  thereof; 

“Upon  corporation  surtax  net  incomes  in  excess  of 
$25,000,  $1,250?  plus  O  per  con  turn  $ 1,500 ,  plus  7  per 
centum  of  the  excess  over  $25,000.” 

(b)  Surtax  on  Mutual  Investment  Companies.— 
Supplement  Q  of  the  Internal  Revenue  Code  (relating  to 
mutual  investment  companies)  is  amended  by  inserting  at  the 
end  thereof  a  new  section  to  read  as  follows : 

“SEC.  363.  SURTAX  ON  MUTUAL  INVESTMENT  COMPANIES. 

“  (a)  Supplement  Q  Surtax  Ret  Income. — For  the 
purposes  of  this  chapter  the  term  ‘Supplement  Q  surtax  net 
income’  means  the  net  income,  computed  without  the  net 
operating  loss  deduction  provided  in  section  23  (s),  minus 
the  dividends  paid  during  the  taxable  year  increased  by  the 
consent  dividends  credit  provided  in  section  28.  For  the 
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purposes  of  this  subsection  the  amount  of  dividends  paid  shall 
be  computed  in  the  same  manner  as  provided  in  subsections 
(d) ,  (e) ,  (f) ,  (g) ,  (h) ,  and  (i)  of  section  27  for  the  pur¬ 
pose  of  the  basic  surtax  credit  provided  in  section  27. 

“(b)  Imposition  of  Tax— There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  Supplement 
Q  surtax  net  income  of  every  mutual  investment  company  a 
surtax  as  follows : 

“Upon  Supplement  Q  surtax  net  incomes  not  in 
excess  of  $25,000,  §  per  centum  6  per  centum  of  the 
amount  thereof; 

“Upon  Supplement  Q  surtax  net  incomes  in  excess 
of  $25,000,  $lj250,  plus  O  per  centum  $ 1,500 ,  plus  7 
per  centum  of  the  excess  over  $25,000.“ 

(c)  Surtax  ox  Banks— Section  104  (h)  of  the 
Internal  Revenue  Code  (relating  to  certain  hanks  and  trust 
companies)  is  amended  to  read  as  follows: 

“(h)  Bate  of  Tax. — Banks  shall  be  subject  to  tax 
under  section  13  or  section  14  (b) ,  and  under  section  4-0 15  ” 

(d)  Surtax  on  Resident  Foreign  Corpora¬ 
tions. — Section  231  (b)  of  the  Internal  Revenue  Code 
(relating  to  certain  foreign  corporations)  is  amended  to  read 
as  follows: 

“(b)  Resident  Corporations. — A  foreign  corpora¬ 
tion  engaged  in  trade  or  business  within  the  United  States 
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or  having  an  office  or  place  of  business  therein  shall  be  tax¬ 
able  as  provided  in  section  14  (c)  (1)  and  section  46  15.” 

(e)  Surtax  ox  Corporations  Entitled  to  the 
Benefits  of  Section  251. — Section  251  (c)  (1)  of  the 
Internal  Revenue  Code  (relating  to  the  tax  on  corporations 
entitled  to  the  benefits  of  section  251)  is  amended  to  read 
as  follows : 

“  ( 1 )  Corporation  tax. — A  domestic  corporation 
entitled  to  the  benefits  of  this  section  shall  be  subject 
to  tax  under  section  13  or  section  14  (b),  and  under 
section  46 15.” 

(f)  Surtax  on  China  Trade  Act  Corporations. — 
to  Surtax. — Section  261  (a)  of  the  Internal  Revenue 

Code  (relating  to  the  tax  on  China  Trade  Act  corporations) 
is  amended  to  read  as  follows : 

“  (a)  Corporation  Tax. — A  corporation  organized 
under  the  China  Trade  Act,  1922,  42  Stat.  849  (U.  S.  C., 
1934  ed.,  title  15,  chap.  4),  shall  be  subject  to  tax  under 
section  13  or  section  14  (b) ,  and  under  section  46  15.” 

(2)  Credit  of  China  Trade  Act  Corporations. — 
Section  262  (a)  of  the  Internal  Revenue  Code  (relating  to 
credit  against  net  income  of  China  Trade  Act  corporations) 
is  amended  by  striking  out  “sections  13,  14,  and  600”  and 
inserting  in  lieu  thereof  “sections  13,  14,  46  15,  and  600”; 
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and  by  striking  out  “section  13  or  14“  wherever  occurring 
therein  and  inserting  in  lieu  thereof  “section  13,  14,  or  4-6 


-fa)-  The  heading  of  section  4b  of  the  Internal  lie  venue 
Code  is  untended  to  mid  us  follows : 


15. 


TAX.” 


-fb)-  The  first  sentence  of  section  4b  of  the  Internal  Reve  ■ 
nue  Code  is  untended  to  read-  as  follows-: 

Ain  the  ease  of  any  taxpayer,-  the  amount  of  tax  under 
this  chapter  for  any  taxable  year  beginning  after  December 
3-hr  1940,  shah  he  the  tax  (an i spitted  without  regard  to  this 
seetiom  increased  by  444  per  centum-;  except-  that  ht  the  ease 
of  a  corporation  the  increase  shah  be  limited  to  444  per  centum 
of  t4re  tax  computed  without  regard  to  sections  444  and  66a 
and  without  regard  to  the  amendments  made  hy  seetiou 
44)4-  -(a)-;  -fir)-;  and  fef  of  the  Second  Revenue  Act  of  194(4.“ 
SEC.  104  105.  TAX  ON  NONRESIDENT  ALIEN  INDIVIDUALS. 


(a)  Tax  in  General. — Section  211  (a)  (1)  (A)  of 
the  Internal  Revenue  Code  (relating  to  tax  on  nonresident 
alien  individuals  not  engaged  in  trade  or  business  within  the 
United  States  and  not  having  an  office  or  place  of  business 
therein)  is  amended  by  striking  out  “15  per  centum”  and 
inserting  in  lieu  thereof  “2b  27\  per  centum”. 

H.  R.  5417 - 2 
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(i>)  Aggregate  Receipts  More  Than  $23,800 
$ 23,000 . — Section  211  (a)  (2)  of  the  Internal  Revenue 

Code  is  amended  to  read  as  follows: 

“(2)  Aggregate  more  than  $23,000. — 

The  tax  imposed  by  paragraph  ( 1 )  shall  not  apply  to 
any  individual  if  the  aggregate  amount  received  during 
the  taxable  year  from  the  sources  therein  specified  is 
more  than  $240800  $23,000.’' 

(c)  Tax  Where  Gross  Income  of  More  Than 
$23,800  $23,000. — Section  211  (c)  of  the  Internal  Revenue 
Code  (relating  to  tax  on  certain  nonresident  alien  individuals) 
is  amended  by  striking  out  “$24,000”  wherever  occurring 
therein  and  inserting  in  lieu  thereof  A$23tSOO  $23,000'’; 
and  by  striking  out  “15  per  centum”  and  inserting  in  lieu 
thereof  “20  27 1  per  centum”. 

SEC.  m  106.  TAX  ON  FOREIGN  CORPORATIONS. 

Section  231  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  tax  on  nonresident  foreign  corporations)  is  amended  by 
striking  out  “15  per  centum”  and  inserting  in  lieu  thereof 
“25  27 i  per  centum”. 

SEC.  406  107.  WITHHOLDING  OF  TAX  AT  SOURCE. 

(a)  Sections  143  (a)  and  (b)  and  144  of  the  Internal 
Revenue  Code  are  amended  by  striking  out  “15  per  centum” 
wherever  occurring  therein  and  inserting  in  lieu  thereof  “27-f- 
per  centum”. 
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(b)  Section  143  (h)  of  the  Internal  Revenue  Code  is 
repealed. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall  apply 
only  with  respect  to  the  period  beginning  with  the  tenth  day 
after  the  date  of  the  enactment  of  this  Act. 

SEC.  407  108.  TREATY  OBLIGATIONS. 

No  amendment  made  by  this  title  shall  apply  in  any 
case  where  its  application  would  be  contrary  to  any  treaty 
obligation  of  the  United  States. 

SEC.  408  109.  REDUCTION  IN  PURSUANCE  OF  TREATIES  OF 
RATES  OF  TAX  AND  WITHHOLDING  ON  NON¬ 
RESIDENT  ALIEN  INDIVIDUALS  RESIDENT  IN, 
AND  CORPORATIONS  ORGANIZED  UNDER  LAWS 
OF,  WESTERN  HEMISPHERE  COUNTRIES. 

(a)  Section  143  (a)  (1)  (relating  to  withholding  of 
tax  on  tax-free  covenant  bonds)  ;  section  143  (b)  (relating 
to  withholding  of  tax  on  dividends,  rents,  etc.)  ;  section  144 
(relating  to  payment  of  corporation  income  tax  at  source)  ; 
section  211  (a)  (1)  (relating  to  tax  on  nonresident  alien 
individuals)  ;  and  section  231  (a)  (1)  (relating  to  tax  on 
nonresident  foreign  corporations)  of  the  Internal  Revenue 
Code  are  amended  by  striking  out  “a  contiguous  country” 
and  inserting  in  lieu  thereof  “any  country  in  North,  Central, 
or  South  America,  or  in  the  West  Indies,  or  of  Newfound¬ 
land”. 
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(b)  Section  211  (a)  (3)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“(3)  Residents  of  certain  countries —The 
provisions  of  paragraph  ( 2 )  shall  not  apply  to  a  resident 
of  any  country  in  North,  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Newfoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 

(c)  Section  211  (c)  (4)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“  (4)  This  subsection  shall  not  apply  to  a  resident 
of  any  country  in  North,  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Nevffoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 


SEE,  408,  DEFENSE  TAX  ON 
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HOT  DINC  COM- 

rrvrLiU’ll*  vT  Xu  V/ IT  A 


TO  AVOID  INOOME 


TAX  MADE  -PERMANENT. 

-fa)-  I^ersonal  Holding  CoiAjpan-iea — Section  §00 
-fb)-  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  C+nd  before  January  C  dOJety  and  by  striking  out  in 
the  heading  Chen-  Rfve  AearsA 

Rty  Transfers  to  Aaoid  Income  TOoe — Section  444§0 
-fbf  of  the  Internal  Revenue  Code  is  amended  by  striking 
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fw4  ■ id  before  4+tke  4t  1 045-  W  striking  oeI  m  4ke 
kea-61^  “Few  te  ¥eaes“. 

SEC.  110.  DEFENSE  TAX  RATES  ON  PERSONAL  HOLDING  COM¬ 
PANIES  AND  TRANSFERS  TO  AVOID  INCOME  TAX 
INCORPORATED  IN  RATE  SCHEDULES. 

(a)  Personal  Holding  Companies. — Section  500  of 
the  Internal  Revenue  Code  (relating  to  tax  on  personal  hold¬ 
ing  companies )  is  amended  as  follows : 

(1)  By  striking  out  the  heading  “(a)  General 
Rule. — 

(2)  By  amending  the  rate  schedule  to  read  as  follows: 

"(1)  Per  centum  of  the  amount  thereof  not  in 

excess  of  $2,000;  plus 

“(2)  82k  per  centum  of  the  amount  thereof  in  excess 

of  “$2,000" ;  and 

(3)  By  repealing  subsection  (h)  (relating  to  de¬ 
fense  tax  for  five  years ) . 

(h)  Transfers  To  Avoid  Income  Tax. — Section 
1250  of  the  Internal  Bevenue  Code  (relating  to  tax  on  trans¬ 
fers  to  avoid  income  tax)  is  amended  as  follows: 

(1)  By  striking  out,  the  heading  “(a)  General 
Rule. — 

(2)  By  striking  out  “25  per  centum"  and  inserting 


“27\  per  centum" ;  and 
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(3)  By  repealing  subsection  (b)  (relating  to  defense  tax 
for  five  years ) . 

SEC.  111.  PERSONAL  EXEMPTION. 

(a)  Section  25  (b)  ( 1)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“(1)  Personal  exemption . — In  the  case  of  a  sin¬ 
gle  person  or  a  married  person  not  living  with  husband  or 
wife,  a  personal  exemption  of  $750 ;  or  in  the  case  of 
the  head  of  a  family  or  a  married  person  living  with  hus¬ 
band  or  wife,  a  personal  exemption  of  $1,500.  A  hus¬ 
band  and  wife  living  together  shall  receive  but  one 
personal  exemption.  The  amount  of  such  personal  ex¬ 
emption  shcdl  be  $1,500.  If  such  husband  and  wife 
make  separate  returns,  the  personal  exemption  may  be 
taken  by  either  or  divided  between  them,  except  that  if 
one  spouse  makes  a  return  under  Supplement  T,  the 
personal  exemption  of  the  other  spouse  shcdl  be  $750." 

(b)  Section  214  of  the  Internal  Revenue  Code 
(relating  to  personal  exemption  of  nonresident  alien 
individuals)  is  amended  by  striking  out  “$800"  and 
inserting  in  lieu  thereof  “$750". 

(c)  Section  251  (f)  of  the  Internal  Revenue 
Code  (relating  to  personal  exemption  of  citizens  en¬ 
titled  to  benefits  of  section  251 )  is  amended  by  strik¬ 
ing  out  “$800"  and  inserting  in  lieu  thereof  “$750" . 
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SEC.  112.  RETURNS  OF  INCOME  TAX. 

(a)  Individual  Returns. — Section  51  (a)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(a)  Requirement. — The  following  individuals  shall 
each  make  under  oath  a  return  stating  specifically  the  items 
of  his  gross  income  and  the  deductions  and  credits  allowed 
under  this  chapter  and  such  other  information  for  the  purpose 
of  carrying  out  the  provisions  of  this  chapter  as  the  Commis¬ 
sioner  with  the  approval  of  the  Secretary  may  by  regulations 
prescribe — 

“(1)  Every  individual  who  is  single  or  who  is  mar¬ 
ried  but  not  living  with  husband  or  wife,  if  having  a  gross 
income  for  the  taxable  year  of  $750  or  over. 

“(2)  Every  individual  who  is  married  and  living 
with  husband  or  wife,  if  no  joint  return  is  made  under 
subsection  (b)  and  if — 

‘ ‘  ( A  )  Such  individual  has  for  the  taxable  year 
a  gross  income  of  $ 1,500  or  over,  and  the  other 
spouse  has  no  gross  income;  or 

U(B)  Such  individual  and  his  spouse  each  has 
for  the  taxable  year  a  gross  income  and  the  aggre¬ 
gate  gross  income  is  $1,500  or  over." 

(b)  Fiduciary  Returns —Section  142  (a)  of  the 
Interned  Revenue  Code  is  amended  to  read  as  follows: 

“(a)  Requirement  of  Return— Every  fiduciary 
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(except  n  receiver  appointed  by  authority  of  taw  in  possession 
of  part  only  of  the  property  of  an  individual )  shall  make 
under  oath  a  return  for  any  of  the  following  individuals, 
estates,  or  trusts  for  which  he  acts,  stating  specifically  the  items 
of  gross  income  thereof  and  the  deductions  and  credits  allowed 
under  this  chapter  and  such  other  information  for  the  purpose 
of  carrying  out  the  provisions  of  this  chapter  as  the  Com¬ 
missioner  with  the  approval  of  the  Secretary  may  by  regula¬ 
tions  prescribe — 

“(1)  Every  individual  having  a  gross  income  for 
the  taxable  year  of  $750  or  over,  if  single,  or  if  mar¬ 
ried  and,  not  living  with  husband,  or  wife; 

“( 2)  Every  individual  having  a,  gross  income  for 
the  taxable  year  of  $1,500  or  over,  if  married  and  living 
with  husband  or  wife ; 

“(3)  Every  estate  the  gross  income  of  which  for 
the  taxable  year  is  $750  or  over; 

"(4)  Ex  wry  trust  the  net  income  of  which  for  the 
taxable  year  is  $100  or  over,  or  the  gross  income  of 
which  for  the  taxable  year  is  $750  or  over,  regardless  of 
the  amount  of  the  net  income;  and 

“(5)  Every  estate  or  trust  of  which  any  beneficiary 
is  a  nonresident  alien." 


(c)  Information  Returns.— Section  147  (a)  of  the 
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Internal  Revenue  Carle  (relating  to  information  at  the 
source)  is  amended  hy  striking  out  “$800"  wherever  occur¬ 
ring  therein  and  inserting  in  lien  thereof  “$750" . 

SEC.  4+0  113.  CREDIT  FOR  DEPENDENTS. 

Section  25  (b)  (2)  of  the  Internal  Revenue  Code  (re¬ 
lating’  to  credit  for  dependents)  is  amended  t<>  read  ns  follows: 
“  (2)  Credit  for  dependents.™ 

“(A)  Allowance  in  General. — $400  for  each 
person  (other  than  husband  or  wife)  dependent 
upon  and  receiving  his  chief  support  from  the  tax¬ 
payer  if  such  dependent  person  is  under  eighteen 
years  of  age  or  is  incapable  of  self-support  because 
mentally  or  physically  defective. 

“(B)  Exception  for  Certain  Heads  of  Fam¬ 
ilies. — If  the  taxpayer  would  not  occupy  the  status 
of  head  of  a  family  except  bv  reason  of  there  being 
one  or  more  dependents  for  whom  he  would  be 
entitled  to  credit  under  subparagraph  (A),  the 
credit  under  such  subparagraph  shall  be  disallowed 
with  respect  to  one  of  such  dependents.'’ 

SEC.  444  114.  NONTNTE  REST-REAR  INC  ORI/IGATTONS  IS¬ 
SUED  AT  DISCOUNT. 

Section  42  of  the  Internal  Bevenue  Code  (relating  to 
period  in  which  items  of  gross  income  are  included)  is 
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amended  by  inserting  before  the  first  sentence  thereof  “(a) 
General  Rule. — ”,  and  by  inserting  at  the  end  of  such  sec¬ 
tion  a  new  subsection  to  read  as  follows : 

“(b)  Noninterest-bearing  Obligations  Issued  at 
Discount. — If,  in  the  case  of  a  taxpayer  owning  any  non- 
interest-bearing  obligation  issued  at  a  discount  and  redeem¬ 
able  for  fixed  amounts  increasing  at  stated  intervals,  the  in¬ 
crease  in  the  redemption  price  of  such  obligation  occurring 
in  such  taxable  year  does  not  (under  the  method  of  account¬ 
ing  used  in  computing  his  net  income)  constitute  income  to 
him  in  such  A-ear,  such  taxpayer  may,  at  his  election  made  in 
his  return  for  any  taxable  year  beginning  after  December  31, 
1940,  treat  such  increase  as  income  received  in  such  taxable 
year.  If  any  such  election  is  made  with  respect  to  any  such 
obligation,  it  shall  apply  also  to  all  such  obligations  owned  by 
the  taxpayer  at  the  beginning  of  the  first  taxable  }^ear  to 
which  it  applies  and  to  all  such  obligations  thereafter  acquired 
by  him  and  shall  be  binding  for  all  subsequent  taxable  years, 
unless  upon  application  by  the  taxpayer  the  Commissioner 
permits  him,  subject  to  such  conditions  as  the  Commissioner 
deems  necessary,  to  change  to  a  different  method.  In  the 
case  of  any  such  obligations  owned  b}^  the  taxpayer  at  the 
beginning  of  the  first  taxable  year  to  which  his  election  ap¬ 
plies,  the  increase  in  the  redemption  price  of  such  obligations 
occurring  between  the  date  of  acquisition  and  the  first  day  of 
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such  taxable  year  shall  also  be  treated  as  income  received  in 
such  taxable  year.” 

SEC.  115.  SHORT-TERM  OBLIGATIONS  ISSUED  ON  A  DISCOUNT 
BASIS. 

(a)  Discount  Accrued  at  Maturity. — Section  42 
of  the  Internal  Revenue  Code  (relating  to  period  in  which 
items  of  gross  income  are  included)  is  amended  bg  inserting 
at  the  end  thereof  the  following  new  subsection: 

“(c)  Short-Term  Obligations  Issued  on  Dis¬ 
count  Basis. — In  the  case  of  any  obligation  of  the  United, 
States  or  any  of  its  possessions,  or  of  a  State  or  Territory, 
or  any  political  subdivision  thereof,  or  of  the  District  of  Co¬ 
lumbia,  issued  on  or  after  March  1,  1941,  on  a  discount 
basis  and  payable  without  interest  at  a  fixed  maturity  date 
not  exceeding  one  year  from  the  date  of  issue,  the  amount  of 
discount  at  which  such  obligation  is  originally  sold,  shall  not 
be  considered  to  accrue  until  the  date  on  which  such  obliga¬ 
tion  is  paid  at  maturity,  sold,  or  otherwise  disposed  of." 

(b)  Capital  Gain  Rule  Not  Applicable— Section 
117  (a)  (1)  of  the  Internal  Revenue  Code  (relating  to 
definition  of  capital  assets)  is  amended  by  striking  out  the 
semicolon  at  the  end  thereof  and  inserting  in  lieu  thereof 
the  following:  “,  or  an  obligation  of  the  United  States  or 
any  of  its  possessions,  or  of  a  State  or  Territory,  or  any 
political  subdivision  thereof,  or  of  the  District  of  Colum- 
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bia,  issued  on  or  after  March  1,  1941,  on  a  discount  basis 
and  payable  without  interest  at  a  fixed  maturity  date  not  ex¬ 
ceeding  one  year  from  the  date  of  issue;" . 

(c)  Effective  Date  of  Amendments. — The  amend¬ 
ments  made  by  this  section  shall  be  applicable  with  respect 
to  taxable  years  ending  after  February  28,  1941. 

SEC.  -143  116.  INFORMATION  RETURNS  WITH  RESPECT  TO 
FEDERAL  OBLIGATIONS. 

(a)  Section  147  (d)  of  the  Internal  Revenue  Code  (ex¬ 
empting  interest  on  obligations  of  the  United  States  from 
information  requirement)  is  repealed. 

(b)  Section  147  (b)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “and  (2)”  and  inserting  in  lieu 
thereof  “  (2)  in  the  case  of  payments  of  interest  upon  obliga¬ 
tions  of  the  United  States  or  any  agency  or  instrumentality 
thereof,  and  (3) 

(c)  Subsections  (a)  and  (b)  of  this  section  shall 
take  effect  upon  the  day  after  the  date  of  the  enactment  of 
this  Act. 

SEC.  117.  ALIMONY  AND  SEPARATE  MAINTENANCE  PAYMENTS. 

(a)  Amount  Includible  ...in  Gross  Income.— Sec¬ 
tion  22  ( relating  to  definition  of  gross  income )  of  the  Internal 
Revenue  Code  is  amended  by  inserting  at  the  end  thereof  the 
following  new  subsection: 

“(k)  Alimony,  etc.,  income. — In  the  case  of  an  individual 
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who  is  divorced  or  legally  separated  from  a  spouse  under  a 
decree  of  divorce  or  of  separate  maintenance,  periodic  pay¬ 
ments  received  (subsequent  to  such  decree)  in  discharge  of, 
or  attributable  to  property  transferred  in  discharge  of,  a  legal 
obligation  imposed,  upon  or  incurred  by  such  individual' s 
spouse  or  former  spouse  under  such  decree  or  under  a  written 
instrument  incident  to  such  divorce  or  separation  shall  be 
includible  in  the  gross  income  of  such  individual,  and  such 
amounts  received  as  are  attributable  to  property  so  trans¬ 
ferred  shall  not  be  includible  in  the  gross  income  of  such  other 
spouse  or  former  spouse.  This  subsection  shall  not  apply  to 
that  part  of  any  such  periodic  payment  which,  by  the  terms 
of  the  decree  or  written  instrument,  is  specifically  designated 
as  a  sum  payable  for  the  support  of  minor  children  of  the 
spouses.  Installment  payments  discharging  a  part  of  an 
obligation  the,  principal  sum  of  which  is,  in  terms  of  money 
or  property,  specified  in  the  decree  or  instrument,  shall  not 
be  considered,  periodic  payments  for  the  purposes  of  this 
subsection.  ( For  amount  includible  under  this  subsection  in 
case  the  property  is  held  in  trust,  see  section  171.)  " 

(b)  Deduction  for  Amounts  Paid. — Section  23  of 
the  Internal  Revenue  Code  ( relating  to  deductions  from  gross 
income)  is  amended,  by  inserting  at  the  end  thereof  the  fol¬ 
lowing  new  subsection  : 

“(u)  Alimony,  etc.,  payments. — In  the  case  of  an  indi- 
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vidual,  amounts  includible  under  section  22  (k)  in  the  gross 
income  of  a  spouse  ( or  former  spouse )  of  such  individual, 
payment  of  which  is  made  within  the  individuals  taxable 
year.  If  the  amount  of  any  such  payment  is,  under  section 
22  (k)  or  section  171,  excluded,  from  such  individual' s  gross 
income,  no  deduction  shall  he  allowed  with  respect  to  such 
payment  under  this  subsection .” 

(c)  Income  From  Trusts. — Supplement  E  of  the 
Interned  Revenue  Code  is  amended  hy  inserting  at  the  end 
thereof  the  following  new  section: 

“SEC.  171.  TRUST  INCOME  IN  CASE  OF  DIVORCE,  ETC. 

“ There  shall  he  included  in  the  gross  income  of  an  in¬ 
dividual  who  is  divorced  or  legally  separated  under  a  decree 
of  divorce  or  of  separate  maintenance  the  amount  of  the  in¬ 
come  of  any  trust  such  individual  is  entitled  to  receive  which, 
except  for  the  provisions  of  this  section,  would  he  includible 
in  the  gross  income  of  such  individual's  spouse  or  former 
spouse,  and  such  amount  shall  not,  despite  section  166,  section 
167,  or  any  other  provision  of  this  chapter,  he  includible  in 
the  gross  income  of  such  spouse  or  former  spouse.  This  sec¬ 
tion  shall  not  apply  to  that  part  of  any  such  periodic  payment 
which,  hy  the  terms  of  the  decree  or  trust  instrument,  is 
specifically  designated  as  a,  sum  payable  for  the  support  of 
minor  children  of  the  spouses." 
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(cl)  Credit  for  dependents. — Section  25  (b)  (2)  of  the 
Interned  Revenue  Code  (relating  to  credit  few  dependents) 
is  amended  by  inserting  at  the  end  thereof  the  following:  “A 
payment  to  an  individuals  spouse  or  former  spouse  which 
is  includible  under  section  22  ( k)  or  section  171  in  the  gross 
income  of  such  spouse  or  former  spouse  shall  not  be  con¬ 
sidered  a  payment  by  such  individual  for  the  support  of  minor 
children  of  such  persons." 

(e)  Effective  Date  cjf  Amendments. — The  amend¬ 
ments  made  by  this  section  shall  be  applicable  only  with 
respect  to 'taxable  years  beginning  after  December  SI,  1941. 
SEC.  118.  EXTENSION  OF  TIME  OF  ORDERS  OF  SECURITIES  AND 
EXCHANGE  COMMISSION. 

Section  37S  (a)  of  the  Internal  Revenue  Code  (relating 
to  the  definition  of  orders  of  the  Securities  and  Exchange 
Commission  with  respect  to  which  Supplement  Ti  applies)  is 
amended  to  read  as  follows: 

“(a)  The  term  ‘ order  of  the  Securities  and  Exchange 
Commission'  means  an  order  (1 )  issued  after  May  28,  1938, 
and  prior  to  January  1,  1943,  by  the  Securities  and  Ex¬ 
change  Commission  to  effectuate  the  provisions  of  section  11 
(b)  of  the  Public  Utility  Holding  Company  Act  of  1935,  49 
Stat.  820  (U .  S.  C.,  Supp.  Eli,  Title  15,  section  79  (b) ) , 
or  (2)  issued,  by  the  Commission  subsequent  to  December  31, 
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1942,  in  which  it  is  expressly  stated  that  an  order  of  the 
character  specified  in  clause  (1)  is  amended  or  supplemented, 
and  (3)  which  has  become  filial  in  accordance  with  law." 

SEC .  119.  COMMUNITY  INCOME. 

The  Internal  Revenue  Code  is  amended  by  inserting  after 
section  28  the  following  new  section: 

“.SEC.  29.  COMMUNITY  INCOME. 

" For  the  purpose  of  determining  the  income  tax  liability 
of  any  individual: 

"(a)  Income  earned  by  each  spouse  (whether  or  not- 
treated,  as  community  property  under  the  State  law)  shall 
be  considered  as  the  income  of  the  earner  thereof. 

"(b)  Income  derived,  from  property  of  the  marital  com¬ 
munity  ( except  such  property  as  constitutes  either  income 
derived  from  the  separate  property  of  either  spouse  or  prop¬ 
erty  acquired  therewith)  shall  be  considered,  as  the  income 
of  the  spouse  who  has  the  management  and  control  thereof 
under  the  law  of  the  jurisdiction  in  which  the  marital  com¬ 
munity  exists. 

“(c)  In  case  the  spouses  elect  to  file  separate  returns, 
the  spouse  required  under  this  section,  to  treat  such  income  as 
his  individual  income  shall  alone  be  entitled,  to  the  deductions 
and,  credits  allowed,  under  this  chapter  which  are  properly 
allocable  to  such  income .” 
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SEC.  443  120.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS 
APPLICABLE. 

The  amendments  made  by  this  title  (except  sections 
400  and:  444  107,  115,  116,  and  117)  shall  be  applicable 
only  with  respect  to  taxable  years  beginning-  after  December 
31,  1940. 

TITLE  II— EXCESS  PROFITS  TAX 

SEC.  201.  EXCESS  PROFITS  TAX  RATES  AND  CREDITS. 

(a)  Rates. — Section  710  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“(a )  Imposition. — 

“  ( 1 )  General  rule. — There  shall  be  levied,  col¬ 
lected,  and  paid,  for  each  taxable  year,  on  the  adjusted 
excess  profits  net  income,  as  defined  in  subsection  (b), 
of  every  corporation  ( except  a  corporation  exempt  under 
section  727)  the  tax  shown  in  the  following  table: 

“If  the  adjusted  excess  profits 


net  income  is:  The  tax  shall  be: 

Not  over  $20,000 -  35%  of  the  adjusted  excess  profits 

net  income. 


Over  $20,000,  but  not  over  $50,000_  $7,000,  plus  40%  of  excess  over 

$20,000. 

Over  $50,000,  but  not  over  $100,000-  $19,000,  plus  45%  of  excess  over 

$50,000. 

Over  $100,000,  but  not  over  $41,500,  plus  50%  of  excess  over 

$250,000.  $100,000. 

Over  $250,000,  but  not  over  $116,500,  plus  55%  of  excess  over 

$500,000.  $250,000. 

Over  $500,000 _  $254,000,  plus  60%  of  excess  over 

$500,000. 

“  (2)  Special  rule  in  certain  cases  where 

INV  EST  El)  C  APITAL  CREDIT  IS-  USED. — In  the  ease  of  ft 
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taxpayer  entitled  to  have  its  excess  profits  erodit  com¬ 
puted  under  either  section  7444  -(-income  credit}-  or  sec¬ 
tion  74-4  (invested  capital  credit) ,  if  the  ase  of  the 
credit  under  section  744  is  more  advantageous  to  the 
taxpayer?  the  tax  imposed  hy  this  section  shah  he  the 
sum  of — 

--(A-)  an  amount  determined  under  paragraph 
-(4-)-  of  this  subsection  noth  the  use  of  the  credit 
provided  in  section  7-1-4,  plus — 

-}44}-  40  per  centum  of  the  amount?  if  any?  hy 
which — 

li}4)-  the  adjusted  excess  profits  net  income 
with  the  use  of  the  credit  under  sec¬ 


tion  7444  and  with  the  excess  profits  credit  carry 
over  -which  would  he  available  for  the  taxable 


year  if  the  excess  profits  credit  applicable  to 
each  of  the  preceding  taxable  years  for  which 
tax  is  imposed  by  this  subohapter  had  been  the 
excess  profits  credit  computed  under  section 
443?  exceeds 

■“  (li)  the  adjusted  excess  profits  net  in¬ 
come  computed  with  the  use  of  the  credit,  under 
section  444 

“  (3)  hrl-VHTATION  OX  XRR-HU-VTIOX  OF  SRECJ-Vb 
RULE. — 41  the  tax  under  paragraph  -f3}-  is  greater  than 
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ike  amount  determined,  with  the  nee  el  the  eredit  pro¬ 
vided  in  section  713,  under  paragraph  td  this 

subsect  hug  the  tax  shall  he  Ihe  amount  so  determined 
under  paragraph  -fl-h 

“-f4f  (2)  Application  of  bates  in  case  of 
certain  exchanges. — If  the  taxpayer’s  highest  bracket 


amount  for  the  taxable  year  computed  under  section  752 
(relating  to  certain  exchanges)  is  less  than  $500,000, 
then  in  the  application  of  the  table  in  paragraph  ( 1 )  of 
this  subsection  to  such  taxpayer,  in  lieu  of  each  amount, 
other  than  the  percentages,  specified  in  such  table,  there 
shall  he  substituted  an  amount  which  bears  the  same 
ratio  to  the  amount  so  specified  as  the  highest  bracket 
amount  so  computed  bears  to  $500,000.” 

(b)  Excess  Profits  Credit — Based  on  Invested 
Capital. — Section  714  of  the  Internal  Revenue  Code,  as 
amended,  is  amended  to  read  as  follows: 


“SEC.  714.  EXCESS  PROFITS  CREDIT— BASED  ON  INVESTED 
CAPITAL. 

“The  excess  profits  credit,  for  any  taxable  year,  com¬ 
puted  under  this  section,  shall  be  the  amount  shown  in  the 

following  table : 

“If  the  invested  capital  for  the 
taxable  year,  determined  under 


section  715,  is:  The  credit  shall  be: 

Not  over  $5,000,000 _  8%  of  the  invested  capital. 

Over  $5,000,000 _  $400,000.  plus  7%  of  the  excess  over 

$5,000,000.” 
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BISOtAlME-B:  OF  GREBI-T. 

-(a)-  koefien  74-2  -fef  el  tke  4nterual  Eeveaae  Code 
■(^elating  to  disclaimers  el  excess-profits  credit)-  is  amended 
te  read  as  iekevfs-r 

^^-fef  Efffot  of  Bi&fFsFBFSF  OF  Gbebhbt — 41  tke  tax- 
paper  slates  in  its  return  lee  ike  taxable  pear  uader  tkis  suk- 
ekapter  tkat  it  disclaims  ike  use  el  Ike  eredit  computed  under 
seelien  414k  seek  eredit  skak  nop  lee  Ike  purposes  el  Ike 
inteenal  revenue  lawsT  ke  applicable  te  Ike  computation  el 
ike  tax  aadee  tkis  sakekaplee  lee  saek  taxable  peark- 

-(b)-  dke  last  sentence  at  seeliea  429-  -(b)-  -(4)-  is 
amended  le  eead  as  lellewse  Eli  Ike  taxpaper  slates  in  saek 
eetaea  tkat  it  diselaines  ike  ase  el  Ike  eeedk  compatod  aadee 
seeliea  744  in  Ike  computation  el  ike  lax  under  tkis  sak¬ 
ekaplee  lee  Ike  taxable  peep  ll-ie  eompatation  and  inloeiaa- 
lioa  based  ea  saek  credit  map  ke  emitted  leem  Ike  eetaea 
-(e)-  Section  744-  -(b)-  el  tke  Internal  Ec venue  Pede  -(re¬ 
lating  te  diselaimees  el  exeess-peekts  credit)-  is  amended  le 
eead  as  leHews-t 

■^-fk}-  Ef-feof  of  EiSOFeiMFF  of  Pf-ffuf- — 41  Ike  tax- 
paper  states  ia  its  eetaea  lee  tke  taxable  pear  aadee  tkis  sak¬ 
ekaplee  tkat  k  disclaims  tke  ase  el  tke  credit  computed  aadee 
seeliea  744k  sack  credit  ska-34  nop  lee  tke  paepeses  el  tke 
internal  revenue  lavep  ke  applicable  te  tke  eompatation  el 
tke  tax  aadee  tkis  sebekapter  lee  saek  taxable  peaek- 
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SEE,  204  CASES  IN  WHICH  NO 

Section  7410  -f bf  -(-2)-  of  ike  Internal  Revenue  Code  is 
emended  to  seed  as  follows : 

“  (2)  27-0  EE-TUE-X  REQUIRED. — 27ot  wit  hstaildil'lg 

subsection  -fo}7  no  return  under  sol-ion  02  -faf  siadi  be 
rep-nred  fe  be  filed  under  this  subehapters 

u  fAf  Be  any  taxpayer  entitled  to  have  its 
excess  profits  credit  computed  under  either  seetion 
7-43  or  seetion  7-44-  for  any  taxable  year  for  which 
its  excess  profits  net  income,-  computed  with  the 

n  yl  m  elunon  f  c*  Ttvoi[Ti  <1  cwl  i  q on f . i mi  711  (  /  1  \  cl 

it  cl  j  Urn  lilt  1 1  r78  ttttt  \ rrtvwT  ttt  Trwt  tTrlll  « i~r  rt  J  yrT  <  U  HI 

placed  on  an  annual  basis  as  provided  in  section 
7-44  -faf  -fdfy  is  not  greater  than  $£fOOQ-;  or 

■ ‘-(B)  By  any  taxpayer  not  entitled  to  have 
its  excess-profits  credit  computed  under  section  7-43 
for  any  taxable  year  for  which  its  excess  profits  net 
income,  computed  with  the  adjustments  provided  in 
section  444  -faf  -f2f  and  placed  on  an  annual  basis 
as  provided  in  section  7-44  -faf  (-3 )  -  is  not  greater 
than  $57000,” 

SEC.  204  202.  DEDUCTION  OF  EXCESS-PROFITS  TAX. 

(a)  Amendment  of  Section  23  (c). — Section  23 


(c)  of  the  Internal  Revenue  Code  (relating  to  the  deduction 
of  taxes  in  computing  net  income)  is  amended  to  read  as 
follows : 
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“(c)  Taxes  Generally. — 

“  ( 1 )  Allowance  in  general— Taxes  paid  or 
accrued  within  the  taxable  yea  r,  except — 

“  (A)  Federal  income  taxes; 

“(B)  war-profits  and  excess-profits  taxes  im¬ 
posed  by  Title  II  of  the  Revenue  Act  of  1917, 
Title  III  of  the  Revenue  Act  of  1918,  Title  III 
of  the  Revenue  Act  of  1921,  section  216  of  the 
National  Industrial  Recovery  Act,  or  section  702  of 
the  Revenue  Act  of  1934,  or  by  any  such  provisions 
as  amended  or  supplemented ; 

“(C)  income,  war-profits,  and  excess-profits 
taxes  imposed  by  the  authority  of  any  foreign  coun¬ 
try  or  possession  of  the  United  States;  but  this 
deduction  shall  be  allowed  in  the  case  of  a  taxpayer 
who  does  not  signify  in  his  return  his  desire  to  have 
to  any  extent  the  benefits  of  section  131  (relating 
to  credit  for  taxes  of  foreign  countries  and  posses¬ 
sions  of  the  United  States)  ; 

“(D)  estate,  inheritance,  legacy,  succession, 
and  gift  taxes ;  and 

“(E)  taxes  assessed  against  local  benefits  of  a 
kind  tending  to  increase  the  value  of  the  property 
assessed;  but  this  paragraph  shall  not  exclude  the 
allowance  as  a  deduction  of  so  much  of  such  taxes 
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as  is  properly  allocable  to  maintenance  or  interest 
charges. 

“  (2)  Excess-profits  tax  under  chapter  2E — 
special  rules. — For  the  purposes  of  this  subsection,  in 
the  case  of  the  excess-profits  tax  imposed  by  Sub- 
chapter  E  of  Chapter  2 — 

“  (A)  The  deduction  shall  be  limited  to  the  tax 
imposed  for  the  taxable  year,  but  any  portion  of  such 
tax  paid  after  the  taxable  year  shall  be  considered 
as  having  been  paid  within  the  taxable  year; 

“(B)  No  reduction  in  such  tax  shall  be  made  by 
reason  of  the  credit  for  income,  war-profits,  or  excess- 
profits  taxes  paid  to  any  foreign  country  or  posses¬ 
sion  of  the  United  States; 

“(C)  Such  tax  shall  be  computed  without  re¬ 
gard  to  the  adjustments  provided  in  section  734;  and 
“(D)  Such  tax,  in  the  case  of  a  consolidated 
return  under  section  730,  shall  be  allocated  to  the 
members  of  the  affiliated  group  under  regulations 
prescribed  by  the  Commissioner,  with  the  approval 
of  the  Secretary.” 

(b)  Amendment  of  Section  102  (d). — Section  102 
(d)  (1)  (A)  of  the  Internal  Revenue  Code  (relating  to 

the  deduction  of  taxes  in  computing  section  102  net  income) 
is  amended  to  read  as  follows : 
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“  (A)  Taxes. — Federal  income,  war-profits,  and 
excess-profits  taxes  (other  than  the  tax  imposed  by 
Subchapter  E  of  Chapter  2  for  a  taxable  }^ear  begin¬ 
ning  after  December  31,  1940)  paid  or  accrued  dur¬ 
ing  the  taxable  year,  to  the  extent  not  allowed  as  a 
deduction  by  section  23,  but  not  including  the  tax 
imposed  by  this  section  or  a  corresponding  section  of 
a  prior  income-tax  law.” 

(c)  Computation  of  Excess-Profits  Net  In¬ 
come.— 

( 1 )  Taxable  years  beginning  after  Decem¬ 
ber  31,  1940.— 

(A)  Section  711  (a)  (1)  (A)  (relating  to 
adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  under  income  credit)  is  amended 
to  read  as  follows : 

“(A)  Income  Taxes. — In  computing  such  nor¬ 
mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  be  allowed 

(B)  Section  711  (a)  (2)  (C)  (relating  to 
adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  under  invested  capital  credit)  is 
amended  to  read  as  follows : 

“(C)  Income  Taxes. — In  computing  such  nor- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


41 


mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  he  allowed;”. 

(2)  Taxable  years  ix  the  base  period— Sec¬ 
tion  711  '(b)  (1)  (A)  (relating  to  adjustment  for 

income  taxes  for  taxable  years  in  the  base  period)  is 
repealed. 

(d)  Computation*  of  Charitable,  Etc.,  Deduc¬ 
tions.— 

(1)  Section  711  (a)  (1)  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the 
following  new  subparagraph: 

“(G)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
be  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(2)  Section  711  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  fol¬ 
lowing  new  subparagraph: 

“(I)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
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net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
be  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(e)  Excess-Profits  Credit  Carry-Over— Section 
710  (c)  (1)  (defining  the  unused  excess-profits  credit)  is 
amended  by  adding  at  the  end  thereof  a  new  sentence  to  read 
as  follows:  “Eor  such  purpose  the  excess-profits  credit  and 
the  excess-profits  net  income  for  any  taxable  year  begin¬ 
ning  in  1940  shall  be  computed  under  the  law  applicable 
to  taxable  years  beginning  in  1941.”. 

(f)  Equity  Invested  Capital. — Section  718  (c) 
(3)  (relating  to  the  computation  of  earnings  and  profits 
for  invested  capital  purposes)  is  amended  by  adding  after 
the  word  “subchapter”  the  words  “or  Chapter  1”. 

(g)  Adjustment  of  Abnormal  Base  Period  Net 
Income. — Section  722  (c)  (placing  a  limit  on  the  amount 
of  relief  afforded  under  section  722)  is  amended  by  adding  at 
the  end  thereof  a  new  sentence  to  read  as  follows:  “Eor 
the  purposes  of  this  subsection  and  subsection  (d)  the  tax¬ 
payer’s  normal-tax  net  income  shall  be  computed  without 
deduction  of  the  tax  imposed  by  this  subchapter.”. 

(h)  Nondeductibility  of  Excess  Profits  Tax  in 
Computation  of  Declared  Value  Excess  Profits 
Tax. — Section  602  of  the  Internal  Revenue  Code  is  amended 
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by  striking  out  “computed  without  the  deduction  of  the  tax 
imposed  by  section  600”  and  inserting  in  lieu  thereof  “com¬ 
puted  without  the  deduction  of  the  tax  imposed  by  section 
600  or  the  tax  imposed  by  Subchapter  E  of  Chapter  2. 

-(+)-  A*>J-RST-Ht)  DECLARED  Ak\L+ E.. — 

-f4-)-  Section  j  202  -(b)-  -f-b)-  -(E)-  of  the  hi  ten  ml 
Ife  venue  Code  is  amended  to  read  as  follows: 

“  (C)  its  net  income,  computed  -without  the 

rl  r\  el  n  r*  t  1  rd  f  1  >  /  >  f  p  y  1 1  >  lltri^Pn  HTT  S>11  llPh  O  nfpv  T(!  r\T 

t tv  elttv  t lint  ttr  til v  trtrs:  1 1 1 1 1  h  lalai  ttv  \  : u t n  l  m(  ih rr  17  rtt 

Chapter  2^ 

-(2-)-  Section  -1-202  -(h)-  -flf  -(-iii)  is  amended  to  read 
as  follows-: 

“-(iii)  the  excess  of  the  deduet  ions  allow 
able  for  Income  tax  purposes  -(not  ineluding  the 
deduction  for  the  tax  imposed  by  Suhehapter  E 
of  Chajrlor  2)-  over  its  gross  ineomeE 
SEC.  m  203.  NEW  CAPITAL. 

Section  718  (a)  of  the  Internal  Eevenue  Code  is 
amended  by  striking  out  “and”  at  the  end  of  paragraph  (4)  ; 
by  striking  out  the  period  at  the  end  of  paragraph  (5) 
and  inserting  in  lieu  thereof  a  semicolon  and  the  word  “and”; 
and  by  inserting  at  the  end  thereof  the  following: 

“(6)  New  capital. — An  amount  equal  to  25 
per  centum  of  the  new  capital  for  such  day.  The  term 
‘new  capital’  for  any  day  means  so  much  of  the  amounts 
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of  money  or  property  includible  for  such  day  under 
paragraphs  (1)  and  (2)  as  was  previously  paid  in 
during  a  taxable  year  beginning  after  December  31, 
1940,  and  so  much  of  the  distributions  in  stock  in¬ 
cludible  for  such  day  under  paragraph  (3)  as  was  pre¬ 
viously  made  during  a  taxable  year  beginning  after 
December  31,  1940,  subject  to  the  following  limitations: 

“(A)  There  shall  not  be  included  money  or 
property  paid  in  by  a  corporation  in  an  exchange  to 
which  section  112  (b)  (3),  (4),  or  (5),  or  so 

much  of  section  112  (c),  (d),  or  (e)  as  refers  to 
section  112  (b)  (3),  (4),  or  (5)  is  applicable 

( or  would  be  applicable  except  for  section  371  (g)  ) , 
or  would  have  been  applicable  if  the  term  ‘control’ 
had  been  defined  in  section  112  (h)  to  mean  the 
ownership  of  stock  possessing  more  than  50  per 
centum  of  the  total  combined  voting  power  of  all 
classes  of  stock  entitled  to  vote  or  more  than  50  per 
centum  of  the  total  value  of  shares  of  all  classes  of 
stock. 

“(B)  There  shall  not  be  included  money  or 
property  paid  in  to  the  taxpayer  by  a  transferor  cor¬ 
poration  if  immediately  after  such  transaction  the 
transferor  and  the  taxpayer  are  members  of  the  same 
controlled  group.  As  used  in  this  subparagraph  and 
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subparagraph  ( C ) ,  a  controlled  group  means  one  or 
more  chains  of  corporations  connected  through  stock 
ownership  with  a  common  parent  corporation  if  (i) 
more  than  50  per  centum  of  the  total  combined 
voting  power  of  all  classes  of  stock  entitled  to  vote, 
or  more  than  50  per  centum  of  the  total  value  of 
shares  of  all  classes  of  stock,  of  each  of  the  cor¬ 
porations  (except  the  common  parent  corporation) 
is  owned  directly  by  one  or  more  of  the  other 
corporations,  and  (ii)  the  common  parent  cor¬ 
poration  owns  directly  more  than  50  per  centum 
of  the  total  combined  voting  power  of  all  classes 
of  stock  entitled  to  vote,  or  more  than  50  per 
centum  of  the  total  value  of  shares  of  all  classes 
of  stock,  of  at  least  one  of  the  other  corporations. 

“  ( C )  There  shall  not  be  included  a  distribution 
in  stock  described  in  paragraph  ( 3 )  made  to  another 
corporation,  if  immediately  after  the  distribution  the 
taxpayer  and  the  distributee  are  members  of  the 
same  controlled  group. 

“(D)  Increase  in  Inadmissible  Assets. — The  new 
capital  for  any  day  of  the  taxable  year,  computed 
without  the  application  of  subparagraph  (E),  shall 
be  reduced  by  the  excess,  if  any,  of  the  amount  com¬ 
puted  under  section  720  (b)  with  respect  to  inad- 
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missible  assets  held  on  such  day,  over  the  amount 
computed  under  section  720  (b)  with  respect  to 
inadmissible  assets  held  on  the  first  day  of  the  tax¬ 
payer’s  first  taxable  year  beginning  after  December 
31,  1940.  For  the  purposes  of  this  subparagraph,  in 
determining  whether  obligations  which  are  described 
in  section  22  (b)  (4)  any  part  of  the  interest  from 
which  is  excludible  from  gross  income  or  allowable 
as  a  credit  against  net  income  are  to  be  treated  as 
admissible  or  inadmissible  assets,  such  obligations 
shall  be  treated  in  the  same  manner  as  they  are 
treated  for  the  taxable  year  for  which  tax  under  this 
subchapter  is  being  computed. 

“  (E)  Maximum  New  Capital  Allowable. — The 
new  capital  for  any  day  of  the  taxable  year  shall  not 
be  more  than  the  amount,  if  any,  by  which — 

^  (i)  the  sum  of  the  equity  invested  capital 
(computed  without  regard  to  this  paragraph) 
and  the  borrowed  capital  (as  defined  in  section 
719  (a)  )  of  the  taxpayer  as  of  such  day,  re¬ 
duced  by  the  amount  of  money  or  property  paid 
in  which  is  excluded  by  reason  of  the  limitation 
of  subparagraph  (A)  or  (B)  of  this  paragraph, 
exceeds 


1 

o 

Q 

O 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


47 


“  (ii)  the  sum  of  such  equity  invested  capital 
and  borrowed  capital  as  of  the  beginning  of  the 
first  day  of  such  taxpayer’s  first  taxable  year 
beginning  after  December  31,  1940,  reduced  by 
the  amount,  if  any,  by  which  the  accumulated 
earnings  and  profits  as  of  such  first  day  of  such 
first  taxable  year  exceed  the  accumulated 
earnings  and  profits  (computed  without  regard 
to  distributions  made  in  taxable  years  beginning 
after  December  31,  1940)  as  of  the  beginning 
of  the  first  day  of  the  taxable  year  for  which 
the  tax  under  this  subchapter  is  being  com¬ 
puted.” 


SEL,  20& 


METALS, 


Section  7414  of  the'  Internal  Revenue  (lode  -(exempting 
from  exeess  profits  tux  income  derived  front  muting  certain 
metals)  shah  not  apply  with  respect  to  any  taxable  year 


g  after  Deceit  titer  fifi  19 10. 


SEC.  307  204.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS 
APPLICABLE. 


The  amendments  made  by  this  title  shall  be  applicable 


only  with  respect  to  taxable  years  beginning  after  December 
31,  1940. 
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TITLE  III— CAPITAL  STOCK  TAX  AND  DE¬ 
CLARED  VALUE  EXCESS-PROFITS  TAX 

SEC.  301.  CAPITAL  STOCK  TAX. 

(a)  Increase  in  Hate  of  Tax.— Section  1200  (a) 
and  (b)  of  the  Internal  Revenue  Code  (relating  to  rate  of 
capital  stock  tax)  is  amended  by  striking  out  “$1”  and 
inserting  in  lieu  thereof  “$1.25”  and  by  striking  out  the  word 
“ adjusted"  wherever  occurring  therein. 

(b)  Defense  Tax  Rate. — Section  1200  (c)  of  the 
Internal  Revenue  Code  is  repealed. 

(c)  Annual  Declaration  of  Value —Section  1202 
of  the  Internal  Revenue  Code  (relating  to  declaration  of 
value)  is  amended  to  read  as  follows: 

“SEC.  1202.  DECLARED  VALUE. 

“(a)  Declaration  of  Value. — The  declared  value 
shall  be  the  value  as  declared  by  the  corporation  in  its  return 
for  the  year  (which  declaration  of  value  cannot  be  amended) . 
The  value  declared  by  the  corporation  in  its  return  shall  be  as 
of  the  close  of  its  last  income  tax  taxable  year  ending  with  or 
prior  to  the  close  of  the  capital  stock  tax  taxable  year. 

“(b)  Credit  for  China  Trade  Act  Corpora¬ 
tions. — For  the  purpose  of  the  tax  imposed  by  section 
1200  there  shall  be  allowed  in  the  case  of  a  corporation 
organized  under  the  China  Trade  Act,  1922,  42  Stat.  849 
(II.  S.  C.,  Title  15,  c.  4),  as  a  credit  against  the  adjusted, 
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declared  value  of  its  capital  stock,  an  amount  equal  to  the 
proportion  of  such  adjusted  declared  value  which  the  par 
value  of  the  shares  of  stock  of  the  corporation,  owned  on  the 
last  clay  of  the  taxable  year  by  (1)  persons  resident  in  China, 
the  United  States,  or  possessions  of  the  United  States,  and 
(2)  individual  citizens  of  the  United  States  or  China 
wherever  resident,  bears  to  the  par  value  of  the  whole  number 
of  shares  of  stock  of  the  corporation  outstanding  on  such  date. 
For  the  purposes  of  this  subsection  shares  of  stock  of  a  cor¬ 
poration  shall  be  considered  to  be  owned  by  the  person  in 
whom  the  equitable  right  to  the  income  from  such  shares  is 
in  good  faith  vested;  and  as  used  in  this  subsection  the  term 
‘ China  shall  have  the  same  meaning  as  when  used  in  the 
China  Trade  Act,  1922.” 

(d)  Returns. — Section  1203  (a)  (2)  of  the  Internal 
Revenue  Code  (relating  to  extensions  of  time  for  filing  capital- 
stock  tax  returns)  is  amended  by  inserting  cd  the  end  thereof 
the  following:  “With  respect  to  the  year  ending  June  30, 
1941,  the  extension  may  be  for  not  more  than  90  days." . 

(e)  Prior  Returns  Effective. — If  a  return  is  filed 
in  accordance  with  section  1203  of  the  Internal  Revenue 
Code  with  respect  to  the  year  ending  June  30,  1941,  on  the 
basis  of  a  three-year  declaration  of  value,  the  value  declared 
on  such  return  shall  constitute  the  declared  value  for  the 
purposes  of  section  1202  of  the  Internal  Revenue  Code,  as 

H.  R.  5417 - 4 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


50 


amended  by  this  section,  for  such  year  ending  June  30,  1941, 
unless  a  different  value  is  declared  on  another  return  filed 
within  the  time  prescribed  by  law  for  filing  such  return . 

-{ef  (f)  Effective  Date. — Subsections  -faf  and  -fbf 
This  section  shall  be  effective  only  with  respect  to  the  year 
ending  June  30,  1941,  and  succeeding  years. 

SEC,  303,  DECLARED  TAECE  EXCESS-PROFITS  TAX— RE- 
FENSE  TAX  MARE-  PERMANENT, 

Section  000  -(h)-  of  the  Internal  Bewenue  Gede  is 
amended  t©  read  as  lehewse 

iLfb)-  Def-exse  Tax; — In  the  ease  el  any  taxpayer,  the 
amount  el  tan  payable  under  this  section  ler  any  income- 
tax  taxable  year  ending  alter  June  00j  -1-94-0,  shah  be  40 
per  eentum  greater  than  the  amount  el  tax  which  would 
be  payable  h  computed  without  regard  to  this  subsection. ” 
SEC.  302.  DECLARED  VALUE  EXCESS  PROFITS  TAX— DEFENSE 
TAX  RATES  INCORPORATED  IN  RATE  SCHEDULE, 
(a)  Rates. — Section  600  of  the  Internal  Revenue  Code 
( relating  to  rate  of  declared  value  excess  profits  tax )  is 
amended  as  follows: 

(1)  By  striking  out  the  heading  “(a)  General 
Rule. — 

(2)  By  amending  the  rate  schedule  to  read  as  follows: 

“6% 0  per  centum  of  such  portion  of  its  net  income 
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for  such  income-tax  taxable  year  as  is  in  excess  of  10 
per  centum  and  not  in  excess  of  15  per  centum  of  the 
declared  value; 

“132/io  per  centum  of  such  portion  of  its  net  income 
for  such  income-tax  taxable  year  as  is  in  excess  of  15 
per  centum  of  the  declared  value”  ;  and 
(3)  By  repealing  subsection  (b)  (relating  to  defense 
tax  for  five  years). 

(b)  Technical  Amendment. — Section  601  (including 
the  heading)  of  the  Internal  Revenue  Code  is  amended  by 
striking  out  the  word  “ adjusted ”  wherever  occurring  therein. 

(c)  Effective  Date. — This  section  shall  be  effec¬ 
tive  only  with  respect  to  income-tax  taxable  years  ending  after 
June  30,  1941,  and  succeeding  years. 

TITLE  IV— ESTATE  AND  GIFT  TAXES 

SEC.  401.  ESTATE  TAX  RATES. 

(a)  Rates. — Section  935  (b)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“  (b)  The  tentative  tax  referred  to  in  subsection  (a)  ( 1 ) 
of  this  section  shall  be  the  tentative  tax  shown  in  the  follow¬ 
ing  table : 

-44  the  net  estate  isa  The  tentative  tax  shall  bea 

Xet  over  $5,000 _  &%•  ef  the  net  estate. 

OA-ee  $5,000  hat  not  over  $50,000  $150,  plus  7%  el  excess  over  $5,000. 

Oven  $10,000  bat  net  e-vee  $20,000-  $500,-  pins  el  exeess  ev-e*1 

$-L0,-0QQr 
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4tTf  4  w  a  n  a4  ac Inin  ic  • 
A  r  ill  v  iTvv  vl  1/  d  c  • 


The  tentative  tax  shall  bar 


I  \  I  M  W  \  In  it  i  >  /~\4~  (  >  i  *ai>  Sis  * 

w  V  Li  f|T-3TT^T7TTT7  Mill  1IUU  V/  v  v  1  ?}7e: 

^  li:,n‘  ^  ^.11  111  W  \  1  \i  if  >v  <~if  /\imii  W 

'  /  >  V  I  '  r  1  ’j  i/^JUU  U  11  L  TTvTu  vTTTT  TJ7 

1  I  'ini'  *»J  I/I  I  W  1<  1  Ullf  ll/lf  AIT  <  >  >» 

V./  *  v  1  fprTTyvTvTv'  mud  TTXjTj  m  >  mi 


1  li’Aii  £L £ 
TTTTtT  TpT 


Mill  j  iMV  nyTT 


Over  $60,000  bat  aet 
$400;900: 

Over  $100,000  bat  aet 

Over  $1250,000  bat  aet 
$500,000. 

Over  $500,000  bat  aet 
$750,000. 

Over  $750,000  bat  aet 

Over  $-1,000-, 000  bat  aet 
$1/350,000. 

Over  $-1,-350,-000  bat  aet 
$1,500,000. 

Over  $1-500^000  bat  aet 
$3,000,000.- 

Over  !$3", 000^000  bat  aet 
$3, -500, 000: 

Over  $3,500,000  bat  aet 
$8, 990, 009: 

Over  $3,000,0 
$8%9Q-,900.- 

Over  $3,500,000  bat  aet 

$1,000,000. 

Over  $1,000,000  bat  aet 
$5-, 000, 000. 

Over  $5,000,000  bat  aet 

$6,000,000. 

Over  $<1,000,-000  bat  aet 
$7,000,000. 

Over  $7,000,0 
$3:000,000. 

Over  $8,000,000  bat  aet 
$30,000,000. 

Over  $10,000,000 _ 


over 


over 


over 


ever 


over 


ever 


over 


ever 


Air/ni 

vTTTT 


QV’Cr 


bat  aet  ever 


AlTAll 

17TTT 


ever 


over 


over 


I  i  n  t  >11.1  A>ri»» 

MUD  I  l'  7U  "  /  V  V  I 


A>TA» 

17TT  1 


$4,500,  {bar  33%-  el  exeess  ever 
$30,099: 

$3,800,  plus  30%  el  excess  ever 
$80,000: 

$1,100,  plus  30%  el  excess  ever 


$6,100,  plus  33%-  el  excess  over 
$50,000: 

$8,700,  pies  35%  el  excess  over 

$00,000: 

$18,700,  plas  37%  el  excess  ever 

$100,000. 

$59,300,  plus  30%  el  exeess  ever 
$350,000. 

$131,700,  plus  33%  el  e-xeess  over 
$500,000. 

$311,700,  plus  84%  el  exeess  over 
$750,000. 

$396,700,  plus  30%  el  excess  over 

$1,000,000. 

$386,-700,-  plus  38%  el  excess  over 
$1,350,000. 

$181,700,  plus  41%  el  excess  ever 
$1,500,000. 

$686,700,  phts  45%  el  exeess  ever 
$3,000-, 090: 

$911,700,  plas  48%  el  exeess  ever 
$3, -500,000: 

$1,151,700,  plas  54%  el  excess  ever 
$8,000, 090.- 

$1,106,700,  plas  54%  el  excess  over 
$8,500,000: 

$1,676,700,  plus  58%  el  exeess  ever 
$1,00CH090: 

$3,356,700,  plus  04%  el  excess  over 
$5, (->00,-000: 

$3,866,700.  plas  04%  el  exeess  ever 

$6%00,000-. 


$7,000,000. 

$4%00%00,  plas  09%  el  excess  ever 

$8,000,000. 

$5,516,700,  -plus  70%  el  excess  ever 
$40,000,000. 


“If  the  net  estate  is:  The  tentative  tax  shall  be: 


Not  over  $5,000 _ 

Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000- 

Over  $20,000  but  not  over  $30,000- 

Over  $30,000  but  not  over  $40,000- 

Over  $40,000  but  not  over  $50,000- 


3%  of  the  net  estate. 

$150,  plus  7%  of  excess  over  $5,000. 
$500,  plus  11%  of  excess  over 
$10,000. 

$1,600,  plus  14%  of  excess  over 

$20,000. 

$3,000,  plus  18%  of  excess  over 
$30,000. 

$4,800,  plus  22%  of  excess  over 

$40,000. 
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“ If  the  net  estate  is:  The  tentative  tax  shall  be: 


Over  $50,000  but  not  over  $ 60,000 _ 

$7,000,  plus  25%  of  excess  over 
$50,000. 

Over  $60,000 
$100,000. 

but 

not 

over 

$9,500,  plus  28%  of  excess  over 
$60,000. 

Over  $100,000 
$250,000. 

but 

not 

over 

$ 20,700 ,  plus  30%  of  excess  over 
$100,000. 

0  ver  $250,000 
$500,000. 

but 

not 

over 

$65,700,  plus  32%  of  excess  over 
$250,000. 

0  ver  $500,000 
$750,000. 

but 

not 

over 

$145,700,  plus  35%  of  excess  over 
$500,000. 

Over  $750,000 
$1,000,000. 

but 

not 

over 

$233 $00,  plus  37%  of  excess  over 
$750,000. 

Over  $1,000,000 
$1,250,000. 

but 

not 

over 

$325,700,  plus  39%  of  excess  over 
$1,000,000. 

Over  $1  $50, 000 
$1,500,000. 

but 

not 

over 

$423,200,  plus  42%  of  excess  over 
$1,250,000. 

Over  $1,500,000 
$2,000,000. 

but 

not 

over 

$528,200,  plus  45%  of  excess  over 
$1,500,000. 

0  ver  $2,000,000 
$2,500,000. 

but 

not 

over 

$753ft00,  plus  49%  of  excess  over 
$2,000,000. 

Over  $2,500,000 
$3,000,000. 

but 

not 

over 

$998,200,  plus  53%  of  excess  over 
$2,500,000. 

Over  $3,000,000 
$3  $00  $00. 

but 

not 

over 

$ 1,263,200 ,  plus  56%  of  excess  over 
$3,000,000. 

Over  $3,500,000 
$4,000,000. 

but 

not 

over 

$ 1.543,200 ,  plus  59%  of  excess  over 
$3,500,000. 

Over  $  It, 000 .000 
$5,000,000.  ' 

but 

not 

over 

$ 1,838,200 ,  plus  63%  of  excess  over 

$4,000,000. 

Over  $5,000,000 
$6,000,000. 

but 

not 

over 

$2,468,200,  plus  67%  of  excess  over 
$5,000,000. 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$3,138,200,  plus  70%  of  excess  over 
$6,000,000. 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$3,838,200,  plus  73%  of  excess  over 
$7,000,000. 

Over  $8,000,000 
$10,000,000. 

but 

not 

over 

$ 4,568,200 ,  plus  76%  of  excess  over 
$8,000,000. 

Over  $10,000,000. 

$6,088,200,  plus  77%  of  excess  over 

$10,000,000.” 


1  -fbf  -Effective  D^te  of  -Amendment. — dbe  amend 

2  ment  made  by  subjection  -(a-)-  sbafl  be  applicable  only  to 

3  estates  ol  decedents  dying  after  tbe  dote  of  tbe  enactment  of 

4t|i  i  n  A  /it 

Tilly  TTt7T7 

5  -(ef  Defense  bbvnc  IArm-vnfnt. — ftubehaptcr 
6  C  of  Chapter  3-  of  tbe  -Internal  Revenue  Code  is  amended 
I  by  striking  out  “and  before  tbe  expiration  of  bve  years  after 
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*neb  date7’ ;  by  striking  ent  in  the  beading  ef  the  ealiehapter 
--FOR  FFFE-  FEARS^k  and  by  striking  eat  in  the  beading 
of  seetien  0b4  ^EG-R-  FIFE  FEARSA 

(b)  Defense  Tax  Repealed. — Subchapter  C  of 
Chapter  3  of  the  Internal  Revenue  Code  is  repealed. 

(c)  Effective  Date. — Subsections  (a)  and  (b)  shall 
be  effective  only  with  respect  to  estates  of  decedents  dying 
after  the  date  of  the  enactment  of  this  Act. 

SEC.  402.  GIFT  TAX  RATES. 

(a)  Rates. — The  Rate  Schedule  of  section  1001  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows : 


“If  Che  net  gilts  aree  The  tax  sfeaM  beu 

Eet  oyer  $5,000 _  91%-  ©4  the  net  gifts.- 

Oven  $5;000  but  net  over  $4Q;000-  $-1-19.50,-  plus  t>t%  ©4  excess  over 

$%000t 

Over  $10,000  bat  net  over  $9©y00_  $3-75,-  plus  74%  ©4  excess  ever 

Over  $90,000  but  net  over  $30, 000 _  $4rl-95;  plus  9f-%  ©4  excess  over 

(  ^s9,0  Q4 >A  1  >1  ■  t  TT>  /  ATTAIN  ; 

V/  V  vl  r  j  ‘ rJ  v  ^  v  v  v  TTTTl'  1 1  Cl  U  U  V  vl 

fA~TT'irt'l>  ky 1  O  Of |0  hnt  r\r>f  aitat<  QQQ 

V  7  V  V  I  *  J-  y'JVJ'J  T/Trc  TTv/P  v/TTT  “ZjTjXj  yj\7\y _ 


^2--, -100;  plus  49%-  e4  excess  ever 
$30y0A 

>:b‘K)Q,  plus  45%  ©4  excess  over 
$10,000. 

Over  $40,000  but  net  over  $@0,000_  $4;800;  pl-us  47-1%  ©4  excess  over 

$©oyoOr 

$OA95;  plus  4bf-%  ©4  excess  ever 

$€0;000t 

b094;  plus  901%  ©4  excess  over 


1  11  AT  ATTA1»  Vl  1 

7  TTtTt7  T  m  i  t[TJ 

Over  $400^00  but  net  over 


Over  $950,000  but  net  over  $41-;100;  plus  94f  ■%  ©4  excess  over 


$400;000.- 


$250,000.- 


Oven  $500,000  but  net  even  $00774;  -plus  94%  ©4  excess  even 

$700;000.  $S00%00t 

Over  $750,000  but  net  over  $158,775,  plus  95|  %-  ©4  excess  even 

Over  $1,000,000  but  net  even  $999,525,-  plus  97%  ©4  e-xcess  over 

$-1,250,000. 

Over  $1,250,000  but  net  even 

$4r500vOQQ. 

Over  $4,500,000  but  net  even 

$9-, 000, 000. 

Q-vor  $9,000,000  but  net  even 

$2,500,000. 


even 


^025;  -plus  99J%  ©4  ex 
$4-,95Q-,OQO; 

^04-2-75;  plus  m%  ©4  ©x 
$4,500,0QQv 

■yfvl  r\  f)OJ~>  1~>1  11  ©  22  3  fife  /~V  -j~  AYAAPA  AT-Al' 
AU  •pj  2JU  ^  TTxTTTT*  r“_7t£  ytS  U  L  vAC  vHO  l  nil 

$9yoo-,ooo; 


ever 


tfee  mUs  are-:- 


Over  $2,-500-, -000 
$3,000,000.- 

Kpt 

1  ;  •  -  t. 
live 

vai» 

TTrCr 

Over  $3,000,000 
$3,500,000.- 

~|-y-»  l  f- 
TTTTC 

AJ TQ>» 

vTTT 

Over  $3;500,000 
$7,0004)007 

TTTrt7 

over 

Over  $1,000,000 
$5,000,-0007 

1  >  7  i 
kTTVV 

** 

over 

Over  $5,000,000 
$0,000:0007 

1.,,) 

T7TTT 

AT 

I  I  V  /  L 

ever 

Over  $6,000,000 
$7,000,000.- 

|  'll  r 

T7TTT> 

r\  /~\4 
TTTTu 

over 

Over  $7,000^000 
$8,000,000.- 

feat 

r\  rtf 

TTrrr 

V7  V  V.-1 

Over  $8,000,000 
$40,000-0007 

Uu  1 

over 

Over  $10,000,000- 

If  the  net  gifts  are: 

r 

Not  over  $5,000  . 

Tfee  tax  sfeatt  feef 

383^7-75;  plus  36%-  et  exe 
$2,500,000. 

<0:7; 7 7 5.-  plas  38-7%-  et  ex* 

$0,000,000. 

I-, 055, 025,  plus  407%.  e- 
over  $3,500,000. 

1-425-7 ^>27>5  plus  43 4%-  ee 
over  $1,000,000. 

0602-, 52 5;  pies  4ef  %  el 
ever  $5000r000r 


over 


1  O  V  Cl' 


$0,000,000. 

$24130, 02 5;  plus  407%-  e4  excess 
over  $7,000,000: 

$3;125,025,  plus  547%-  et  excess 
ever  $8^000,000. 

$fe400,025,  plus  527%  e4  exeess 
over  $■10,000,000.'l, 


$ 112.50 ,  plus  5\%  of  excess  over 
$5,000. 

$375,  plus  8\%  of  excess  over 

$10,000. 

$1,200,  plus  10 7%  of  excess  over 

$20,000. 

$2,250,  plus  13\%  of  excess  over 
$30,000. 

$3,600,  plus  16\%  of  excess  over 
$40,000. 

Over  $50,000  Out  not  over  $60,000-  $5,250,  plus  18 %%  of  excess  over 

$50,000. 

Over  $60,000  but  not  over  $100,000-  $7,125,  plus  21%  of  excess  over 

$60,000. 


Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000- 
Over  $ 20,000  but  not  over  $30,000- 
Over  $ 30,000  but  not  over  $ 40,000 _ 
Over  $40,000  but  not  over  $50,000- 


Over  $100,000 
$250,000. 

but 

not 

over 

Over  $250,000 
$500,000. 

but 

not 

over 

Over  $500,000 
$750,000. 

but 

not 

over 

Over  $750,000 
$1,000,000. 

but 

not 

over 

Over  $1,000,000 
$1350,000. 

but 

not 

over 

Over  $1,250,000 
$1,500,000. 

but 

not 

over 

Over  $1,500,000 
$2,000,000. 

but 

not 

over 

Over  $2,000,000 
$2,500,000. 

but 

not 

over 

Over  $2,500,000 
$3,000,000. 

but 

not 

over 

Over  $3,000,000 
$3300,000. 

but 

not 

over 

Over  $3,500,000 

$4,000,000. 

but 

not 

over 

$15,525,  plus  22\%  of  excess  over 

$100,000. 

$49 £7 5,  plus  24%  of  excess  over 
$250,000. 

$109,275,  plus  26\%  of  excess  over 
$500,000. 

$174,000,  plus  27 1%  of  excess  over 
$750,000. 

$244,%75,  plus  29%%  of  excess  over 

$1,000,000. 

$317,400,  plus  31%%  of  excess  over 
$1350,000. 

$396,150,  plus  33%%  of  excess  over 
$1,500,000. 

$564,900,  plus  36%%  of  excess  over 

$2,000,000. 

$748,650,  plus  39%%  of  excess  over 
$2,500,000. 

$ 947,400 ,  plus  42%  of  excess  over 
$3,000,000. 

$1.15)7 300,  plus  44%%  of  excess  over 
$3,500,000. 
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If  the  net  gifts  are : 


The  tax  shall  be: 


O  ver  $4,000,000  but  not  over  $1,378,650,  plus  471%  of  excess  over 
$5,000,000.  $4,000,000. 

Over  $5,000,000  but  nut  over  $1,851 ,150,  plus  50%%  of  excess  over 

$6,000,000.  $5,000,000. 

Over  $6,000,000  but  not  over  $2,353,650,  plus  52%%  of  excess  over 

$7,000,000.  $6,000,000. 

Over  $7,000,000  but  not  over  $2, 87 8, 650,  plus  54%%  of  excess  over 

$8,000,000.  $7,000,000. 

Over  $8,000,000  but  not  over  $3,426,150,  plus  57%  of  excess  over 


$8,000,000. 

$ 4,566,150 ,  plus57\%  of  excess  over 

$ 10,000,000 


$10,000,000. 

Over  $10,000,000. 


1  (b)  Ye aes  to  Which  Amendment  Amendments 


2  Applicable. — The 


3  amendments  made  by  this  section  shall  be  applied  in  com- 

4  puting  the  tax  for  the  calendar  year  1942  and  each  calendar 

5  year  thereafter  (but  not  the  tax  for  the  calendar  year 

6  1941  or  a  previous  calendar  year),  and  such  amendment 

7  amendments  shall  he  applied  in  all  computations  in  respect 

8  of  the  calendar  year  1941  and  previous  calendar  years  for 

9  the  purpose  of  computing  the  tax  for  the  calendar  year  1942 

10  and  any  calendar  year  thereafter. 

11  -(e)-  Defense  4ax  Dates  -M  ade  Deemanent^ — &ee- 

12  ties  4-004  -fdf  of  the  Internal  Revenue  Godc  is  amended  by 

13  striking  out  “4-941  to  494%  hotk  inclusive?”  and  inserting  in 

14  hen  thereof  Arfter  19 10” ;  and  by  striking  out  in  the  heading 


15  i%r  4-940-1945”. 

16  (c)  Defense  Tax  Repealed —Section  1001  (d)  of 
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the  Internal  Revenue  Code  (relating  to  defense  tax  for  five 
years  on  gifts)  is  repealed. 

TITLE  V— EXCISE  TAXES 
Part  I — 1932  Excise  Taxes  Made  Permanent 
SEC.  501.  1932  EXCISE  TAXES  MADE  PERMANENT. 

Section  3452  of  the  Internal  Revenue  Code  (relating  to 
expiration  of  1932  excise  taxes)  is  repealed. 

SEC.  502.  PIPE  LINE  TAX. 

Section  3460  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  termination  of  tax  on  transportation  by  pipe  line)  is 
amended  by  striking  out  “originating  before  July  1,  1945”. 
SEC.  503.  TECHNICAL  AMENDMENT. 

The  heading  of  Subtitle  C  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“SUBTITLE  C— MANUFACTURERS’  EXCISE  AND 
IMPORT  TAXES  AND  TEMPORARY  TAXES” 

SEC.  504.  BOND  TAX. 

Section  3481  (b)  (relating  to  expiration  of  tax  on 
transfer  of  bonds)  is  repealed. 

SEC.  505.  CONVEYANCE  TAX. 

Section  3482  (relating  to  tax  on  conveyances)  is 
amended  by  striking  out  “delivered  before  July  1,  1945”. 
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Part  II — Defense  Tax  Rates  Made  Permanent  (No  In¬ 
crease  In  Tax  and  No  Change  in  Basis  of  Tax) 

SEC.  521.  DEFENSE  EXCISE  TAX  RATES  MADE  PERMA¬ 
NENT  WHICH  ARE  NOT  INCREASED  BY  THIS 
ACT. 

(a)  The  following  sections  of  the  Internal  Revenue 
Code  are  amended  as  follows: 

-fT)-  Res  seats  . — Section  4-700  -fbf  is 

amended  by  striking  out  lLM4  per  contone-  and  Inserting 
in  hen  thereof  ii44-  per  centum— r 

-fh)-  Sales  ©upside  ©05  OF-TOOE-; — Section  4-700 

(  o\  (  ~t  \  in  o  tai  r\  r> el  IvTr  c* hr1  it  re  of  1  D  yx/xy  nzm imxt  1 1  q ~n el 
V  V  r  ylTl^  To  AlllV'i  1  vie  U-  1 7T  oTl  iJA.il  ihL  \TtXU  XT/  pur  rtn  i  clllll  eTTTvt 

inserting  in  hen  thereof  ^4-4-  per  eentnnh-- 

-(3)-  (1)  Corporate  securities— Section  1801  is 
amended  by  striking  out  “10  cents  until  July  1,  1945, 
and  5  cents  thereafter”  and  inserting  in  lieu  thereof 
“11  cents”. 

-f4f  (2)  Capital  stock  issues— Section  1802 
(a)  is  amended  by  striking  out  'TO  cents  until  July  1, 
1945,  and  5  cents  thereafter”  and  the  comma  wherever 
following  such  expression  and  inserting  in  lieu  thereof 
“11  cents”;  and  by  striking  out,  “2  cents  until  July  1, 
1945,  and  1  cent  thereafter,”  and  inserting  in  lieu  thereof 
“3  cents”. 
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-f&f  (3)  Capital  stock  transfers— Section  1802 
(b)  is  amended  by  striking  out  “4  cents  until  July  1, 
1945,  and  2  cents  thereafter,’ '  and  inserting  in  lieu 
thereof  “ 5  cents”;  and  by  striking  out  “5  cents  instead 
of  4  cents  until  July  1,  1945”  and  inserting  in  lieu 
thereof  “6  cents". 

-(44)-  (4)  Insurance  policies. — Section  1804  is 
amended  by  striking  out  “3  cents”  and  inserting  in  lieu 
thereof  “4  cents”. 

(5)  Passage  tickets. — Section  1806  is 
amended  by  striking  out  “$1”  and  inserting  in  lieu 
thereof  “$1.10”;  by  striking  out  “$3”  and  inserting  in 
lieu  thereof  “$3.30”;  and  by  striking  out  “$5"  and  in¬ 
serting  in  lieu  thereof  “$5.50". 

-fSf  (6)  Cigarettes. — Section  2000  (c)  (2)  is 
amended  by  striking  out  “$3”  and  inserting  in  lieu 
thereof  “$3.25”  and  bv  striking  out  “$7.20”  and  insert- 
ing  in  lieu  thereof  “$7.80”. 

-f9f  (7)  Pistols  and  revolvers— Section  2700 
(a)  is  amended  by  striking  out  “10  per  centum”  and 
inserting  in  lieu  thereof  “11  per  centum". 

-f44)-  (8)  Fermented  malt  liquors. — Section 
3150  (a)  is  amended  by  striking  out  “$5”  and  inserting 
in  lieu  thereof  “$6”. 
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(4-4-)-  (9)  Wholesalers  of  liquor.— Section  3250 

(a)  (1)  is  amended  by  striking  out  “$100”  and 
inserting  in  lieu  thereof  “$110”. 

44^)-  (10)  Retailers  of  liquor —Section  3250 

(b)  is  amended  by  striking  out  “$25”  and  inserting  in 
lieu  thereof  “$27.50”. 

(11)  Brewers. — Section  3250  (c)  is 

amended  by  striking  out  “$100”  and  inserting  in  lieu 
thereof  “$110”  and  by  striking  out  “$50”  and  inserting 
in  lieu  thereof  “$55”. 

(-14)  (12)  Wholesalers  of  malt  liquors  — 
Section  3250  (d)  is  amended  by  striking  out  “$50” 
and  inserting  in  lieu  thereof  “$55”. 

(15)  (13)  Retailers  of  malt  liquors— Sec¬ 
tion  3250  (e)  (1)  is  amended  by  striking  out  “$20” 
and  inserting  in  lieu  thereof  “$22”,  and  section  3250  (e) 
(3)  is  amended  by  striking  out  “$2”  and  inserting  in 
lieu  thereof  “$2.20”. 

(16)  (14)  Rectifiers— Section  3250  (f)  (1)  is 
amended  by  striking  out  “$200”  and  inserting  in  lieu 
thereof  “$220”;  and  by  striking  out  “$100”  and  insert¬ 
ing  in  lieu  thereof  “$110”. 

-(47)  (15)  Stills. — Section  3250  (j)  is  amended 
by  striking  out  “$50”  and  inserting  in  lieu  thereof  “$55”; 
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and  by  striking  out  “$20”  and  inserting  in  lieu  thereof 
“$22”. 

-(48f  (16)  Firearms,  etc. — Section  3407  is 
amended  by  striking  out  “10  per  centum”  and  inserting 
in  lieu  thereof  “11  per  centum”. 

(1-9)-  (17)  Electrical  energy. — Section  3411  is 
amended  by  striking  out  “3  per  centum”  and  inserting 
in  lieu  thereof  “3^  per  centum”. 

(20)  (18)  Gasoline. — Section  3412  (a)  is 

amended  by  striking  out  “1  cent”  and  inserting  in  lieu 
thereof  “1^  cents”. 

(2-1-)  (19)  Lubricating  oils. — Section  3413  is 
amended  by  striking  out  “4  cents”  and  inserting  in  lieu 
thereof  “44  cents”. 

(22)  (20)  Transportation  of  oil  by  pipe 
line. — Section  3460  (a)  is  amended  by  striking  out 
“4  per  centum”  and  inserting  in  lieu  thereof  “4^  per 
centum”. 

(-2-3)  (21)  Transfer  of  bonds.— Section  3481 
(a)  is  amended  by  striking  out  “4  cents”  and  inserting 
in  lieu  thereof  “5  cents”. 

-(-24)  (22)  Conveyances— Section  3482  is 

amended  by  striking  out  “50  cents”  and  inserting  in  lieu 
thereof  “55  cents”. 
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(b)  The  rates  specified  in  subsection  (a)  shall  be 
applicable  only  with  respect  to  the  period  after  the  date  of  the 
enactment  of  this  Act,  and  the  rates  specified  in  section 
1650  (a),  section  2004,  and  section  3190  of  the  Internal 
Revenue  Code  shall  not  apply  with  respect  to  such  period. 

Part  III — Increases  in  Rates  of  Existing  Excise  Taxes 
SEC.  531.  PLAYING  CARDS. 

Section  1807  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “10  cents”  and  inserting  in  lieu 
thereof  “13  cents”. 

SEC.  532.  SAFE  DEPOSIT  BOXES. 

Section  1850  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “10  per  centum”  and  inserting  in 
lieu  thereof  “20  per  centum”. 

SEC.  533.  DISTILLED  SPIRITS. 

(a)  Rate  on  Distilled  Spirits  and  Brandy.— 

Section  2800  (a)  (1)  of  the  Internal  Revenue  Code  is 

amended  by  striking  out  “at  the  rate  of  $2.25  (and  on 
brandy  at  the  rate  of  $2)  ”  and  by  inserting  in  lieu  thereof 
“at  the  rate  of  $4  -(and  on  brandy  at  the  rate  of  $3-.7:5-}-”. 

(b)  Rate  on  Imported  Perfumes  Containing 
Alcohol. — Section  2800  (a)  (3)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “$2.25”  and  inserting  in 
lieu  thereof  “$4”. 

(c)  Drawback  on  Distilled  Spirits. — The  third 
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paragraph  of  section  2887  of  the  Internal  Eevenue  Code  is 
amended  by  striking  out  “but  shall  not  exceed  a  rate  of  $3 
(or,  in  the  case  of  brandy,  $2.75)  ”  and  inserting  in  lieu 
thereof  “but  shall  not  exceed  a  rate  of  $4  -forj  in  the  ease 
of  brandy-,-  $gr¥£)-”. 

(d)  Floor  Stocks  Tax— Section  2800  of  the  Inter¬ 
nal  Eevenue  Code  is  amended  by  inserting  at  the  end  thereof 
the  following  new  subsection : 

“(i)  Floor  Stocks  Tax  — 

“(1)  Upon  all  distilled  spirits  upon  which  the 
internal-revenue  tax  imposed  by  law  has  been  paid,  and 
which  on  the  effective  date  of  Part  III  of  Title  V  of 
the  Eevenue  Act  of  1941  are  held  and  intended  for  sale 
or  for  use  in  the  manufacture  or  production  of  any  article 
intended  for  sale,  there  shall  be  levied,  assessed,  collected, 
and  paid  a  floor  stocks  tax  of  $1  on  each  proof-gallon, 
and  a  proportionate  tax  at  a  like  rate  on  all  fractional 
parts  of  such  proof-gallon. 

“(2)  Every  person  required  by  this  subsection  to 
pay  any  floor  stocks  tax  shall,  on  or  before  the  first 
day  of  the  third  month  beginning  after  such  effective 
date,  under  such  regulations  as  the  Commissioner,  with 
the  approval  of  the  Secretary,  shall  prescribe,  make  a 
return  and  pay  such  tax.  Payment  of  the  tax  shown  to 
be  due  may  be  extended  to  a  date  not  later  than  the 
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first  day  of  the  tenth  month  beginning  after  such 
effective  date,  upon  the  filing  of  a  bond  for  payment 
thereof  in  such  form  and  amount  and  with  such  surety 
or  sureties  as  the  Commissioner,  with  the  approval  of 
the  Secretary,  may  prescribe. 

“(3)  All  provisions  of  law,  including  penalties,  ap¬ 
plicable  in  respect  of  internal-revenue  taxes  on  distilled 
spirits  shall,  insofar  as  applicable  and  not  inconsistent 
with  this  subsection,  be  applicable  in  respect  of  the  floor 
stocks  tax  imposed  hereunder.  For  the  purposes  of  this 
subsection  the  term  ‘distilled  spirits’  shall  include  prod¬ 
ucts  produced  in  such  manner  that  the  person  producing 
them  is  a  rectifier  within  the  meaning  of  section 
3254  (g).” 

SEC.  534.  WINES. 

(a)  Rate  on  Still  Wines— Section  3030  (a)  (1) 
(A)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “5  cents”  and  inserting  in  lieu  thereof  “8  cents  10  cents’ ’ ; 
by  striking  out  “15  cents”  and  inserting  in  lieu  thereof  “M 
cents  35  cents” ;  and  by  striking  out  “25  cents”  and  inserting 
in  lieu  thereof  “50  cents  65  cents”. 

(b)  Rate  on  Sparkling  Wines,  Liqueurs,  Cor¬ 
dials,  Etc. — Section  3030  (a)  (2)  of  the  Internal  Reve¬ 
nue  Code  is  amended  by  striking  out  “2^  cents”  and  inserting 
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in  lieu  thereof  “4  cents  7  cents"',  and  by  striking  out  “14 
cents”  and  inserting  in  lieu  thereof  “24  cents  34  cents" . 

(c)  Subchapter  F  of  Chapter  26  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the  following 
new  section : 

“SEC.  3192.  FLOOR  STOCKS  TAX  ON  WINES. 

“  (a)  Floor  Stocks  Tax. — Upon  all  wines  upon  which 
the  internal-revenue  tax  imposed  by  law  has  been  paid, 
and  which  on  the  effective  date  of  Part  111  of  Title  V  of 
the  Revenue  Act  of  1941  are  held  and  intended  for  sale  or 
for  use  in  the  manufacture  or  production  of  an  article  intended 
for  sale,  there  shall  be  levied,  assessed,  collected,  and  paid  a 
floor  stocks  tax  at  rates  equal  to  the  increases  in  rates  of  tax 
(over  the  defense  tax  rates)  made  applicable  to  such  articles 
by  section  534  of  the  Revenue  Act  of  1941. 

“(b)  Returns. — Every  person  required  by  subsection 
(a)  to  pay  any  floor  stocks  tax  shall,  on  or  before  the  first 
day  of  the  third  month  beginning  after  such  effective  date, 
under  such  regulations  as  the  Commissioner,  with  the  ap¬ 
proval  of  the  Secretary,  shall  prescribe,  make  a  return  and 
pay  such  tax.  Payment  of  the  tax  shown  to  be  due  may  be 
extended  to  a  date  not  later  than  the  first  day  of  the  tenth 
month  beginning  after  such  effective  date,  upon  the  filing 
of  a  bond  for  payment  thereof  in  such  form  and  amount 
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and  with  such  surety  or  sureties  as  the  Commissioner,  with 
the  approval  of  the  Secretary,  may  prescribe. 

“(c)  Laws  Applicable. — All  provisions  of  law,  in¬ 
cluding  penalties,  applicable  in  respect  of  the  taxes  imposed 
by  section  3030  (a)  shall,  insofar  as  applicable  and  not 
inconsistent  with  this  subsection,  be  applicable  with  respect 
to  the  floor  stocks  tax  imposed  by  subsection  (a).’5 
SEC.  535.  TIRES  AND  TUBES. 

(a)  Kate  on  Tires. — Section  3400  (1)  of  the  Internal 
Revenue  Code  is  amended  b}^  striking  out  “2-j-  cents”  and 
inserting  in  lieu  thereof  “5  cents”. 

(b)  Kate  on  Tubes. — Section  3400  (2)  of  the  In 
ternal  Revenue  Code  is  amended  by  striking  out  “ 4  cents” 
and  inserting  in  lieu  thereof  “9  cents”. 

(c)  Floor  Stocks  Tax  on  Tires  and  Inner 
Tubes. — Section  3400  of  the  Internal  Revenue  Code  is 
amended  by  inserting  “  (a)  Tax. — ”  before  the  beginning 
thereof  and  by  inserting  at  the  end  thereof  the  following: 

“(b)  Floor  Stocks  Tax. — Upon  tires  and  inner  tubes 
subject  to  tax  under  subsection  (a)  of  the  type  used  on 
vehicles  subject  to  tax  under  section  3403  (a)  or  (b)  which 
on  the  effective  date  of  Part  III  of  Title  V  of  the  Revenue 
Act  of  1941  are  held  for  sale  by  any  person  there  shall  be 
levied,  assessed,  collected,  and  paid  a  floor  stocks  tax  at  the 
rate  of  cents  per  pound  in  the  case  of  tires  and  4-|  cents 
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per  pound  in  the  case  of  inner  tubes.  The  tax  shall  apply  to 
tires  and  inner  tubes  held  for  sale  on,  or  in  connection  with, 
or  held  for  use  in  the  manufacture  or  production  of,  articles  the 
sale  of  which  will  be  subject  to  tax  under  section  3403  (a)  or 
(b).  The  tax  shall  not  apply  to  tires  and  inner  tubes  held 
for  sale  by  the  manufacturer,  producer,  or  importer  thereof, 
and  to  tires  and  inner  tubes  the  sale  of  which  will  be  subject 

under  the  provisions  of  sections  3444  (a)  (2)  and  3445  to 
the  manufacturers’  tax  on  tires  and  inner  tubes.” 

SEC.  536.  EFFECTIVE  DATE  OF  PART  III. 

The  amendments  made  by  this  Part  shall  be  applicable 
only  with  respect  to  the  period  beginning  with  the  effective 
date  of  this  Part,  and  the  rates  specified  in  section  1650  (a) , 
section  1807  (b),  section  2004,  section  2800  (g),  and  sec¬ 
tion  3190  of  the  Internal  Revenue  Code  shall  not  apply 
with  respect  to  such  period.  This  Part  shall  take  effect  on 
the  first  day  of  the  first  month  which  begins  more  than  10 
days  after  the  date  of  the  enactment  of  this  Act. 

Part  IV — Changes  in  Basis  of  Computing  Tax  (Rates  In¬ 
creased  in  Certain  Cases) 

SEC.  541.  ADMISSIONS  TAX. 

(a)  Reduction  of  Exemption.— Section  1700  (a) 
(1)  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“  ( 1 )  Rate. — A  tax  of  4  cent  for  each  40  cents  er 
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fraction  ill  ere  of  of  lire  amount  paid  for  admission:  lo  any 
planer  including  admission  by  season  ticket  or  subscrip 
tioiv;  except  that  nr  ease  ike  amount  paid  for  admission 
is  less  tkan  40  cents,  no  tax  skak  ke  imposed.  4n  tke 
A  tax  on  the  amount  paid  for  admission  to  any  place,  in¬ 
cluding  admission  by  season  ticket  or  subscription,  at  the 

rates  set  forth  in  the  following  schedule: 

If  the  amount  charged  is:  The  tax  shall  be: 

Not  over  10  cents _  1  cent 

Over  10  cents  and  not  over  IS  cents-  2  cents 
Over  15  cents  and  not  over  20  cents-  3  cents 
Over  20  cents  and  not  over  25  cents _  4  cents 

Over  25  cents  and  not  over  35  cents-  5  cents 
Over  35  cents  and  not  over  Ifi  cents-  6  cents 
Over  lfi  cents  and  not  over  1+5  cents-  7  cents 
Over  1^5  cents  and  not  over  50  cents-  8  cents 

Over  50  cents _  15  per  centum  of  the  amount 

charged ;  fractions  of  one-half 
cent  or  more  shall  be  increased  to 
1  cent;  smaller  f  ractions  shall  be 
disregarded. 

In  the  case  of  persons  (except  bona  fide  employees, 
municipal  officers  on  official  business,  ekikl-ren  under 
twelve  persons  under  eighteen  years  of  age,  members  of 
tke  military  or  naval  forces  of  the  United  States  when  in 
uniform,  and  members  of  the  Civilian  Conservation  Corps 
when  in  uniform)  admitted  free  or  at  reduced  rates  to 
any  place  at  any  time  when  and  under  circumstances 
under  which  an  admission  charge  is  made  to  other  per¬ 
sons,  an  equivalent  tax  shall  be  collected  based  on  tke 
price  so  charged  to  such  other  persons  for  the  same  or 
similar  accommodations,  to  be  paid  by  tke  person  so  ad- 
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mitted.  Amounts  paid  Ids  admission  by  season  ticket  os 
subsf ‘■ription  shall  be  exempt  only  if  tlae  amount-  which 
would  be  charged  to  tbe  holder  os  subscriber  fos  a 
single  admission  is  less  than  44)  cents." 

(b)  Box  Seats. — Section  1700  (b)  (1)  of  the  Internal 
Revenue  Code  is  amended  by  striking  out  “10  per  centum" 
and  inserting  in  lieu  thereof  “15  per  centum" . 

(c)  Sales  Outside  Box  Office. — Section  1700  (c) 
( 1 )  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “ 10  per  centum"  and  inserting  in  lieu  thereof  44 15  per 
centum 

-(b)-  Term  ix  a  Troy  of  Exemptions. — Section  4-704  of 
tbe  Intesnal  Pevenue  Oode  (relating  to  exemptions  from 
admissions  tax)-  (d)  Termination  of  Exemptions  of 
Charitable,  Etc.,  Entertainments. — Section  1701  (a) 
of  the  Internal  Revenue  Code  shall  not  apply  with 
respect  to  amounts  paid,  on  or  after  the  effective  date  of 
this  Part,  for  admission. 

-(e)-  (e)  Exemption  of  National  Park,  Etc.,  Ad¬ 
missions  Terminated. — The  Interior  Department  Appro¬ 
priation  Act,  1942.  is  amended  by  striking  out  that  part 
thereof  under  the  heading  “national  park  service"  which 
reads  as  follows: 

“Hereafter  fees  incident  to  admission  to  the  national 
parks  and  monuments  and  other  areas  in  the  national  park 
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system,  charged  and  collected  with  the  approval  of  the 
Secretary  of  the  Interior,  shall  he  exempt  from  all  Federal 
tax  on  admissions.” 

The  Act  entitled  “An  Act  making  appropriations  for 
the  Department  of  the  Interior  for  the  fiscal  year  ending 
June  30,  1936,  and  for  other  purposes”,  approved  May  9, 
1935,  is  amended  by  striking  out  that  part  thereof  under 
the  heading  “national  park  service”  which  reads  as 
follows:  “:  Provided,  That  any  admission  fee  charged  for 
entrance  to  Carlsbad  Caverns  and  any  fee  charged  for  guide 
service  therein,  shall  be  exempt  from  all  taxes  on  admissions”. 
SEC.  542.  CABARET,  ROOF  GARDEN,  ETC.,  TAX. 

(a)  Imposition. — Section  1700  (e)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows : 

“(e)  Tax  on  Cabarets,  Roof  Gardens,  Etc. — 

“  (1)  Rate. — A  tax  equivalent  to  5  per  centum  of 
all  amounts  paid  for  admission,  refreshment,  service,  and 
merchandise,  at  any  roof  garden,  cabaret,  or  other 
similar  place  furnishing  a  public  performance  for  profit,  if 
any  payment,  or  part  thereof,  for  admission,  refresh¬ 
ment,  service,  or  merchandise,  entitles  the  patron  to  be 
present  during  any  portion  of  such  performance.  TSTo 
tax  shall  be  applicable  under  subsection  (a)  (1)  on  ac¬ 
count  of  an  amount  paid  with  respect  to  which  tax  is  im¬ 
posed  under  this  subsection. 
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1  i<r  ( 2 )  By  whom  paid. — The  tax  imposed  under 

2  paragraph  ( 1 )  shall  be  returned  and  paid  by  the  person 

3  receiving  such  payments.” 

4  (b)  Place  of  Payment— Section  1715  (b)  of  the 

5  Internal  Revenue  Code  is  amended  to  read  as  follows: 

6  “(b)  Place  of  Payment— The  taxes  collected  under 

7  subsection  (a),  and  the  taxes  required  to  be  paid  under 

8  section  1700  (c) ,  (d) ,  or  (e) ,  shall  be  paid  to  the  collector 

9  of  the  district  in  which  the  principal  office  or  place  of  busi- 

10  ness  is  located.” 

11  (c)  Returns. — Section  1716  (a)  of  the  Internal 

12  Revenue  Code  is  amended  to  read  as  follows : 

13  “  (a)  Requirement. — Every  person  required  under 

14  subsection  (a)  of  section  1715  to  collect  the  taxes,  or  re- 

15  quired  under  section  1700  (c),  (d),  or  (e)  to  pay  the 

16  taxes,  imposed  by  this  chapter  shall  make  returns  under 

17  oath,  in  duplicate,  in  such  manner  and  containing  such 

18  information  as  the  Commissioner,  with  the  approval  of  the 

19  Secretary,  may,  by  regulation,  prescribe.” 

20  (d)  Section  1700  (c)  (3)  and  section  1700  (d)  (3) 

21  of  the  Internal  Revenue  Code  are  repealed  as  of  the  effective 

22  date  of  this  Part. 

23  SEC.  543.  CLUB  DUES. 

24  (a)  Reduction  of  Exemption  and  Defense  Tax 

25  Rate  Made  Permanent. — Section  1710  (a)  (1)  and  (2) 
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of  the  Internal  Revenue  Code  are  amended  to  read  as 
follows : 

“  ( 1 )  Dues  or  membership  fees. — A  tax  equiva¬ 
lent  to  11  per  centum  of  any  amount  paid  as  dues  or 
membership  fees  to  any  social,  athletic,  or  sporting  club 
or  organization,  if  the  dues  or  fees  of  an  active  resident 
annual  member  are  in  excess  of  $10  per  year. 

“(2)  Initiation  fees. — A  tax  equivalent  to  11 
per  centum  of  any  amount  paid  as  initiation  fees  to  such 
a  club  or  organization,  if  such  fees  amount  to  more  than 
$10,  or  if  the  dues  or  membership  fees,  not  including 
initiation  fees,  of  an  active  resident  annual  member  are 
in  excess  of  $10  per  year.” 

(b)  Definition  of  Dues. — Section  1712  (a)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“  (a)  Dues. — The  term  ‘dues’  includes  any  assessment, 
irrespective  of  the  purpose  for  which  made,  and  any  charges 
for  social  privileges  or  facilities,  or  for  golf,  tennis,  polo, 
swimming,  or  other  athletic  or  sporting  privileges  or  facili¬ 
ties.  for  any  period  of  more  than  six  days:  and”. 

SEC.  544.  AUTOMOBILE,  TRUCK,  BUS,  AND  PARTS  TAX- 

(a)  Increase  of  Rate  and  Classification  of 
Busses. — Section  3403  (a)  and  (b)  of  the  Internal  Reve¬ 
nue  Code  are  amended  to  read  as  follows : 

“  (a)  Automobile  truck  chassis,  automobile  truck 
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bodies,  automobile  bus  chassis,  automobile  bus  bodies,  track 
and  bus  trailer  and  semitrailer  chassis,  truck  and  bus  trailer 
and  semitrailer  bodies,  tractors  of  the  kind  chiefly  used  for 
highway  transportation  in  combination  with  a  trailer  or 
semitrailer  (including  in  each  of  the  above  cases  parts  or 
accessories  therefor  sold  on  or  in  connection  therewith  or 
with  the  sale  thereof) ,  5  per  centum.  A  sale  of  an  auto¬ 
mobile  track,  bus,  or  truck  or  bus  trailer  or  semitrailer,  shall, 
for  the  purposes  of  this  subsection,  be  considered  to  be  a 
sale  of  the  chassis  and  of  the  body. 

“(b)  Other  automobile  chassis  and  bodies,  chassis  and 
bodies  for  trailers  or  semitrailers  suitable  for  use  in  connec¬ 
tion  with  passenger  automobiles,  and  motorcycles  (includ¬ 
ing  in  each  case  parts  or  accessories  therefor  sold  on  or  in 
connection  therewith  or  with  the  sale  thereof),  except 
tractors,  7  per  centum.  A  sale  of  an  automobile,  trailer, 
or  semitrailer  shall,  for  the  purposes  of  this  subsection,  be 
considered  to  be  a  sale  of  the  chassis  and  of  the  body.” 

(b)  Increase  rN  Kate  on  Farts  and  Exclusion 
of  Eadtos  From  Automobile  Tax.— -The  first  sentence 
of  section  3403  (c)  of  the  Internal  Kevenue  Code  is  amended 
to  read  as  follows:  “Parts  or  accessories  (other  than  tires 
and  inner  tubes  and  other  than  radios)  for  any  of  the 
articles  enumerated  in  subsection  (a)  or  (b) ,  5  per  centum.” 

(c)  Credits  on  Account  of  Tire  and  Tube  Tax. — 
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Section  3403  (e)  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“(e)  If  tires  or  inner  tubes  on  which  tax  has  been 
imposed  under  this  chapter  are  sold  on  or  in  connection 
with,  or  with  the  sale  of,  a  chassis,  body,  or  motor  cycle, 
there  shall  (under  regulations  prescribed  by  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary)  be  credited 
against  the  tax  under  this  section  an  amount  equal  to,  in  the 
case  of  an  article  taxable  under  subsection  (a) ,  5  per  centum, 
and  in  the  case  of  an  article  taxable  under  subsection  (b), 
7  per  centum — 

“(1)  of  the  purchase  price  (less,  in  the  case  of 
tires,  the  part  of  such  price  attributable  to  the  metal  rim 
or  rim  base)  if  such  tires  or  inner  tubes  were  taxable 
under  section  3400  (relating  to  tax  on  tires  and  inner 
tubes)  ;  or 

“  (2)  if  such  tires  or  inner  tubes  were  taxable  under 
section  3444  (relating  to  use  by  manufacturer,  producer, 
or  importer)  then  of  the  price  (less,  in  the  case  of  tires, 
the  part  of  such  price  attributable  to  the  metal  rim  or  rim 
base)  at  which  such  or  similar  tires  or  inner  tubes  are 
sold,  in  the  ordinary  course  of  trade,  by  manufacturers, 
producers,  or  importers  thereof,  as  determined  by  the 
Commissioner.  In  lieu  of  the  rates  of  credit  of  5  per 
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centum  and  7  per  centum  above  provided,  the  rates, 
respectively,  for  the  following  periods,  shall  be  as  follows : 
“  (A)  With  respect  to  the  period  after  June  30, 

1940,  and  before  the  effective  date  of  the  increase  in 

tax  on  automobiles  made  by  the  Revenue  Act  of 

1941,  24  per  centum  and  3^  per  centum;  and 
“(B)  With  respect  to  the  period  before  July  1, 

1940,  2  per  centum  and  3  per  centum.” 

(d)  Credits  on  Termination  of  Tax. — Section  3403 
(f)  of  the  Internal  Revenue  Code  (relating  to  credits  and 
refunds  on  termination  of  automobile  tax)  is  repealed. 

SEC.  545.  RADIOS,  PHONOGRAPHS,  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

Section  3404  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3404.  TAX  ON  RADIO  RECEIVING  SETS,  PHONO¬ 
GRAPHS,  PHONOGRAPH  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

“There  shall  be  imposed  upon  the  following  articles  (in¬ 
cluding  in  each  case,  except  in  the  case  of  musical  instru¬ 
ments,  parts  or  accessories  therefor  sold  on  or  in  connection 
with  the  sale  thereof)  sold  by  the  manufacturer,  producer,  or 
importer  a  tax  equivalent  to  10  per  centum  of  the  price  for 
which  sold : 

“(a)  Radio  receiving  sets,  automobile  radio  receiv- 
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mg  sets,  combination  radio  and  phonograph  sets,  and 
phonographs. 

“(b)  Chassis,  cabinets,  tubes,  reproducing  units, 
power  packs,  antennae  of  the  ‘built-in’  type,  and  phono¬ 
graph  mechanisms,  which  are  suitable  for  use  on  or  in 
connection  with,  or  as  component  parts  of,  any  of  the 
articles  enumerated  in  subsection  (a),  whether  or  not 
primarily  adapted  for  such  use. 

“(c)  Phonograph  records. 

“(d)  Musical  instruments.” 

SEC.  546.  MECHANICAL  REFRIGERATORS. 

Section  3405  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“SEC.  3405.  TAX  ON  REFRIGERATORS,  REFRIGERATING  AP¬ 
PARATUS,  AND  AIR-CONDITIONERS. 

“There  shall  be  imposed  on  the  following  articles  (in¬ 
cluding  in  each  case  parts  or  accessories  therefor  sold  on 
or  in  connection  with  the  sale  thereof)  sold  by  the  manu¬ 
facturer,  producer,  or  importer  a  tax  equivalent  to  10  per 
centum  of  the  price  for  which  so  sold : 

“  (a)  Refrigerators,  etc.— Refrigerators,  bever¬ 
age  coolers,  ice  cream  cabinets,  water  coolers,  food  and 
beverage  display  cases,  food  and  beverage  storage  cabi¬ 
nets,  ice  making  machines,  and  milk  cooler  cabinets, 
each  such  article  having,  or  being  primarily  designed 
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for  use  with,  a  mechanical  refrigerating  unit  operated 
by  electricity,  gas,  kerosene,  or  gasoline. 

“(h)  Refrigerating  apparatus. — Compressors, 
condensers,  evaporators,  expansion  units,  absorbers,  and 
controls,  for,  or  suitable  for  use  as  part  of,  or  with,  a 
refrigerating  plant,  refrigerating  system,  refrigerating 
equipment  or  unit,  or  any  of  the  articles  enumerated  in 
subsection  (a) . 

“(c)  Air-conditioners. — Self-contained  air-condi¬ 
tioning  units. 

“(d)  Components. — Cabinets,  compressors,  con¬ 
densers,  fans,  blowers,  beating  coils,  cooling  coils,  biters, 
humidifiers,  and  controls,  for,  or  suitable  for  use  as  part 
of,  or  with,  any  of  the  articles  enumerated  in  subsection 

(c).” 

SEC.  547.  MATCHES. 

Section  3409  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3409.  TAX  ON  MATCHES. 

“  (a)  Manufacturers’  Tax.— There  shall  be  imposed 
upon  matches  sold  by  the  manufacturer,  producer,  or  im¬ 
porter,  a  tax  of  2  cents  per  1,000  matches,  except  that  in  the 
case  of  fancy  wooden  matches  and  wooden  matches  having 
a  stained,  dyed,  or  colored  stick  or  stem,  packed  in  boxes 
or  in  bulk,  the  tax  shall  be  54  cents  per  1,000  matches. 
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“(b)  Floor  Stocks  Tax. — On  matches  subject  to  tax 
under  subsection  (a)  which,  on  the  effective  date  of  Part 
IV  of  Title  V  of  the  Revenue  Act  of  1941,  are  held  and 
intended  for  sale,  or  for  disposition  in  connection  with  the 
sale  of  other  articles,  there  shall  be  levied,  assessed,  collected, 
and  paid  a  floor  stocks  tax  at  the  rate  of  2  cents  per  thousand 
matches.  The  tax  shall  not  apply  to  matches  in  retail  stocks 
held  at  the  place  where  intended  to  be  sold  or  disposed  of. 
The  tax  shall  not  apply  to  matches  held  for  sale  by  the 
manufacturer,  producer,  or  importer  thereof,  nor  to  fancy 
wooden  matches  or  wooden  matches  having  a  stained,  dyed, 
or  colored  stick  or  stem.” 

SEC.  548.  TELEPHONE,  TELEGRAPH,  ETC. 

Sections  3465  and  3466  of  the  Internal  Revenue  Code 
are  amended  to  read  as  follows : 

“SEC.  3465.  IMPOSITION  AND  RATE  OF  TAX. 

“  (a)  There  shall  be  imposed: 

“■  (1)  In  the  ease  of  eaek  telegraph,  telephone,  eahle 
or  radio  dispatch,  message^  or  conversation  which  origi¬ 
nates  within  the  United  States  for  which  the  charge 
is  more  than  2-4  cents,-  a  tax  of  §  cents  for  each  hO  eentsT 
or  fraction  thereof,  of  the  charge.  Only  one  payment 
of  such  tax  shah  he  required  notwithstanding  the  lines 
or  stations  of  one  or  more  persons  are  used  for  the 
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A  tax  equivalent  to  o  quo2  centum  of  the 
amount  qadd  foe  war  of  the  following  sorviees-i 

■■  (A)-  Leased  wire  or  talking  circuit  sjsecial 
service^  or 


k-{44)-  Wire  and  equipment  sendees 

r  sendee,  burglar  alarm  service-  news 
tinker  services,  stock  quotation  and  information 
services,  and  ad  other  sinidar  services) . 
u( 1)  (A)  In  the  case  of  each  telephone  or  radio 
telephone  message  or  conversation  which  originates  within 
the  United  States,  for  which  the  charge  is  more  than 
24  cents,  a  tax  of  five  cents  for  each  50  cents,  or  fraction 
thereof,  of  the  charge. 


“(B)  In  the  case  of  each  telegraph,  cable,  or  radio 
dispatch  or  message  which  originates  within  the  United 
States,  a  tax  of  10  per  centum  of  the  amount  of  the 
charge. 

Only  one  payment  of  a  tax  imposed  by  subparagraph  (A)  or 
(B)  shall  be  required  notwithstanding  the  lines  or  stations  of 
one  or  more  persons  are  used  in  the  transmission  of  such  dis¬ 
patch,  message,  or  conversation. 

“(2)  (A)  A  tax  equivalent  to  10  per  centum  of 
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the  amount  paid  for  leased  mire,  teletypewriter,  or  talk¬ 
ing  circuit  special  service. 

“(B)  A  tax  equivalent  to  5  per  centum  of  the 
amount  paid  for  any  wire  and  equipment  service  ( includ¬ 
ing  stock  quotation  and  information  services,  and  all 
other  similar  services,  but  not  including  news  ticker 
services  furnishing  a  general  news  service  similar  to  that 
contained  in  the  public  press,  burglar  or  fire  alarm 
service,  or  service  described  in  subparagraph  (A)). 

The  tax  shall  apply  under  this  paragraph  whether  or  not 
the  wires  or  services  are  within  a  local  exchange  area. 

“(3)  A  tax  equivalent  to  §  per  centum  10  per 
centum  of  the  amount  paid  by  subscribers  for  local  tele¬ 
phone  service  and  for  an}^  other  telephone  service  in  re^ 
spect  of  which  a  tax  is  not  payable  under  paragraph  ( 1 ) 
or  ( 2 ) .  Amounts  paid  for  the  installation  of  instru¬ 
ments,  wires,  poles,  switchboards,  apparatus,  and  equip¬ 
ment  shall  not  be  considered  amounts  paid  for  service. 
Service  paid  for  by  inserting  coins  in  coin-operated  tele¬ 
phones  shall  not  be  subject  to  the  tax  imposed  by  this 
paragraph. 

“  (b)  This  section  shall  not  apply  to  the  amount  paid 
for  so  much  of  the  service  described  in  paragraph  (2)  of 


subsection  (a)  as  is  utilized  in  the  conduct,  by  a  common 
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carrier  or  telephone  or  telegraph  company  or  a  radio  broad¬ 
casting  station  or  network,  of  its  business  as  such. 

“SEC.  3466.  EXEMPTION  FROM  TAX. 

“  (a)  No  tax  shall  be  imposed  under  section  3465  upon 
any  payment  received  for  services  or  facilities  furnished  to  the 
United  States  or  to  any  State  or  Territory,  or  political  sub¬ 
division  thereof,  or  the  District  of  Columbia. 

“(b)  No  tax  shall  be  imposed  under  section  3465  (a) 
(1)  and  (2)  upon  any  payment  received  from  any  person 
for  services  or  facilities  utilized  in  the  collection  of  news  for 
the  public  press  or  radio  broadcasting,  or  in  the  dissemination 
of  news  through  the  public  press  or  by  means  of  radio  broad¬ 
casting,  if  the  charge  for  such  services  or  facilities  is  billed  in 
writing  to  such  person.  Section  3465  (a)  (3)  shall  not  be 
construed  as  imposing  a  tax  on  services  and  facilities  described 
in  section  3465  (a)  (1)  or  (2)  which  are  exempt  from 

tax  under  this  subsection. 

“  (c)  The  right  to  exemption  under  this  section  shall  be 
evidenced  in  such  manner  as  the  Commissioner  with  the 
approval  of  the  Secretary  may  by  regulation  prescribe.” 
SEC.  549.  INSTALLMENT,  ETC.,  PAYMENTS. 

Section  3441  (c)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“(c)  (1)  In  the  case  of  (A)  a  lease,  (B)  a  contract 
II.  K.  5417 
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for  the  sale  of  an  article  wherein  it  is  provided  that  the  price 
shall  be  paid  by  installments  and  title  to  the  article  sold  does 
not  pass  until  a  future  date  notwithstanding  partial  payment 
by  installments,  or  (C)  a  conditional  sale,  there  shall  be  paid 
upon  each  payment  with  respect  to  the  article  that  portion  of 
the  total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment. 

“(2)  In  the  application  of  paragraph  (1)  to  the  articles 
with  respect  to  which  the  rate  of  tax  is  increased  by  the  Reve¬ 
nue  Act  of  1941  or  by  the  Revenue  Act  of  1940,  where  the 
lease,  contract  of  sale,  or  conditional  sale,  and  delivery 
thereunder — 

“(A)  was  made  before  July  1,  1940,  the  total  tax 
referred  to  in  paragraph  ( 1 )  shall  be  the  tax  at  the  rate 
in  force  on  June  30,  1940,  and  not  at  any  greater  rate;  or 
“(B)  was  made  after  June  30,  1940,  and  before 
July  4^  1-941  the  effective  date  of  Part  IV  of  the  Revenue 
Act  of  1941,  the  total  tax  referred  to  in  paragraph  (1) 
shall  be  the  tax  at  the  rate  in  force  on  Juno  Jty  1941  the 
day  before  the  effective  date  of  Part  IV  of  the  Revenue 
Act  of  1941,  and  not  at  any  greater  rate. 

“(3)  Despite  the  provisions  of  paragraph  (1),  no  tax 
shall  be  imposed  with  respect  to  any  article  not  taxable  under 
the  law  in  existence  on  the  day  before  the  date  of  the  enact¬ 
ment  of  the  Revenue  Act  of  1941,  if  with  respect  to  such 
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article  the  lease,  contract  for  sale,  or  conditional  sale,  and 
delivery  thereunder,  was  made  before  July  4-r  1911  the 
effective  date  of  Part  IV  of  the  Revenue  Act  of  1941.” 

SEC.  550.  EFFECTIVE  DATE  OF  PART  IV. 

(a)  The  amendments  made  by  this  Part  shall  he  ap¬ 
plicable  only  with  respect  to  the  period  beginning  with  the 
effective  date  of  this  Part,  and  the  rates  specified  in  section 
1650  (a),  section  1807  (b),  section  2004,  section  2800 
(g),  and  section  3190  of  the  Internal  Revenue  Code  shall 
not  apply  with  respect  to  such  period.  This  Part  shall 
take  effect  on  the  first  day  of  the  first  month  which  begins 
more  than  10  days  after  the  date  of  the  enactment  of  this 
Act. 

(b)  Despite  the  provisions  of  subsection  (a),  the  tax 
imposed  by  section  1700  (e)  of  the  Internal  Revenue  Code, 
as  amended  by  section  542  of  this  Act  (relating  to  cabaret, 
etc.,  tax) ,  shall  he  applicable  only  with  respect  to  the  period 
beginning  at  10:00  A.  M.  on  the  effective  date  of  this  Part, 
and  the  tax  imposed  by  such  subsection  as  in  force  prior  to 
its  amendment  by  section  542  of  this  Act,  as  modified  by 
section  1650  (a)  of  the  Internal  Revenue  Code,  shall  he 
applicable  with  respect  to  the  period  before  10:00  A.  M. 
on  such  date. 

(c)  Despite  the  provisions  of  subsection  (a) ,  the  amend¬ 
ment  of  section  3465  (a)  (2)  made  by  section  548  of  this 
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Act  (relating  to  tax  on  leased- wire,  etc.,  services)  shall  be 
applicable  only  to  amounts  paid  on  or  after  such  effective 
date  for  services  rendered,  on  or  after  the  effective  date  of 
this  Part,  and  the  provisions  of  such  subsection  before  its 
amendment  by  section  548  shall  be  applicable  with  respect 
to  the  period  before  such  effective  date. 

(d)  Despite  the  provisions  of  subsection  (a),  section 
3465  (a)  (3)  of  the  Internal  Revenue  Code  (relating  to 
tax  on  telephone  bills ) ,  added  to  the  Internal  Ilevenue  Code 
by  section  548  of  this  Act,  shall  apply  only  to  the  amounts 
paid  in  pursuance  of  bills  rendered,  after  the  expiration  of 
five  days  after  the  effective  date  of  this  Part,  for  services 
for  which  no  previous  bill  was  rendered.  Such  section  3465 
(a)  (3)  shall  not  apply  to  amounts  paid  for  services 

otherwise  taxable  under  section  3465  (a)  (1)  which  were 
rendered  before  such  effective  dates;  nor  to  amounts  paid 
for  services,  otherwise  taxable  under  section  3465  (a)  (2) 
which  were  rendered  or  paid  for  before  such  effective  date. 

Part  V — New  Excise  Taxes 
8E€=  5S4=  SOXT  »R4XKS= 

Subchapter  A  of  chapter  30  of  the  -Internal  Revenue 
Code  is  amended  by  inserting  after  section  3401  the  follow 
mg  new  sections 

^E€=  3402=  TAX  OX  SORT  PRINKS. 

“  (a)  DEPBtiTiONfe — As  used  m  this  seetion — 

"  (I )  ^fhe  term  Coft  d-rinhsf  means  carbonated  be-ver 
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ages  ef  the  kind  commonly  known  as  sell  drinks,  carbo 
nated  liquids  el  ike  kind  commonly  known  or  commonly 
used  as  mixers,  sparkling  waters,  and  carbonated  natural 
or  artikeial  mineral  waters  il  seek  mineral  waters  contain 
nel  mere  than  £0  grains  el  minerals  -(dried  al  ike  tern 
peraturo  el  boiling  water)  per  4—  rk  gallon.  As  used 
in  tkis  paragraph  ike  term  -oarlronateefl  includes  ketk 
natural  and  artificial  carbon  a  tiem 

“  (2)  The  term  ‘ bottler' ’  means  any  person  wke 
places  sell  drmks  in  bottlesr 

The  term  ‘bottle'  means  any  bottle?  ean?  keg?  or 
similar  closed  container? 
ii{k)-  Bottled  Soft  Blinks. — 

“(4-)-  Imposition  of  — There  shall  be  im¬ 

posed  on  sell  drinks  in  bottles  sold  by  ike  bottler  or  im¬ 
porter?  a  lax  at  ike  following  rates-? 

“  (A-)-  41  ike  bottle  contains  net  mere  than  00 
fluid  ounees-:- 

AO  bottled  or  imported  to  retail  at  net  mere 
than  4-0  cents  per  bottle?  -g-  cent  per  bottle. 

AO  bottled  or  imported  to  retail  at  mere 
than  40  cents  and  net  mere  than  20  cents  per 


bottle,  y  cent  per  bottle. 

AO  bottled  or  Imported  to  retail  at  more 
than  20  cents  per  bottle,  4  cent  per  bottle. 
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£i-(41f  41  the  kettle  contains  mere  for  tttt  dual 
ounces,'  tt  per  centum  of  the  price  lor  which  so  sold. 
IIetaib  bbices.— Whenever  in  paragi 
-fA-f  reference  is  made  to  soft  drinks  bottled  or  in 
to  retail  at  not  more  than  a  certain  price  per  bottle,  then 
in  determining  the  tax  to  be  paid  regard  eked  be  bad  to 
tbe  ordinary  retail  price  of  a  single  bottle  in  its  prin¬ 
cipal  market. 

--(e)-  -Iuxi-ske©  en  howNTA-KS  Syrups. — 

tdd-)-  lai-ros-iTue-x  of  TAX: — dbere  sbad  be  im¬ 
posed  upon  finished  or  fountain  syrupsy  of  the  kind  used 
in  manufacturings  compoundings  or  mixing  soft  drinks,- 
sold  or  used  by  the  manufacturers  producer,  or  importer, 
a  tax  of  6  cents  per  gadem 

llxa-MPT  SA-i.Em — do  tax  shad  be  imposed 
under  this  subsection  with  respect  to  the  sale  of  such 
syrups  where  it  is  established  to  the  satisfaction  of  the 
fi  omnnssionei  that  such  syrups  are  sold  -(-A-)-  to  a  bottler 

T(  kV  lie*  ill  t  l/>  Q  -|»Q  f  1  AS-l  CvT  1  \  f  {  i\A  OAl  f  cl  T»1  Tl  1C  Q  AV  I  l~£  1  1a 

lVl  tXotx  TTT  TTXYJ  <TTTT7 1  I  V7T  MUTi/Ia  'LL  oUl  l  Lli  lllXtoJ  \JT  l  A  J  J  TA7 

a  persons  who  does  not  engage  in  the  preparation  of  soft 
drinkss  for  consumption  by  him  in  some  use  other  than 

Exempt  FSPtt — do  tax  ahad  be  imposed 
under  this  subsection  with  respect  to — 

(A)  dke  use  of  such  syrups  by  the  manu- 
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facturer-,  producer,  or  importer  m  tbe  preparation  of 
bottled  soft  drinks-?  or 

—  (B)  44te  consumption  of  such  syrups  by  tbe 
manufacturer,  producer,  or  importer,  who  is  not 
engaged  in  tire  preparation  of  soft  drinks,  in  some 
use  other  than  the  preparation  of  soft  drinks. 

-  (d)  Carbo-xio  -As  UD  C-nm — 

-(4-)-  Imposition  of  — TIi ere  skaii  bo  im¬ 

posed  upon  carbonic  acid  gas  in  gaseous,  liquid ,■  or  solid 
form,  suitable  for  nso  in  tbe  preparation  of  soft  drmksr 
sold  by  tbe  manufacturer,  producer,  or  importer,  or  by 
a  dealer  in  snob  gay  to  any  person  who  sells  soft  drinks 
otherwise  than  in  bottles,  a  tan  of  4  cents  per  pound. 

“  (2)  Exempt  sales. — Afo  tan  sbab  be  imposed 
under  tbis  subsection  with  respect  to  tbe  sale  of  carbonic 
acid  gas  where  it  is  established  to  tbe  satisfaction  of  tbe 
Commissioner  that — 

“  (A)  batch  gas  is  sold  for  use  by  tbe  vendee 


in  tbe 


soft  drinks-,-  or  for  con¬ 


sumption  by  him  in  some  use  other  than  tbe  prcpa 
ration  of  soft  drinks-*  or 

“  (B)  buck  gas  is  sold  for  resale  by  tbe  vendee 
in  tbe  course  of  bis  regular  business  as  a  dealer 
m  carbonic  acid  ga%  if  such  gas  is  in  due  course  so 
resold? 
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“■-(e)-  I XAPP 1 .  ICtVB-H-FP¥  OF  PrOVISIONSt — The  pm- 
s-tens  el  section  3442-  -{4-)-  mid  -(-2-) section  3443  -{a4  -ft-fr 
artd  section  3444;  ska-h  not  ho  applicable  to  Ike  taxes  imposed 
kv  44?  seetiem 

Effeotiv-e  -34-ffe-. — This  seetien  shad  lake  edeet 
eft  Ike  elective  date  el  Part  A  el  Title  4-  el  Ike  Revenue 
Aet  el  49444 

SEC.  552  551.  NEW  MANUFACTURERS’  EXCISE  TAXES. 

Subchapter  A  of  Chapter  29  of  the  Internal  Revenue 
Code  is  amended  by  inserting  after  section  3405  the  follow¬ 
ing  new  section : 

“SEC.  3406.  EXCISE  TAXES  IMPOSED  BY  THE  REVENUE 
ACT  OF  1941. 

“  (a)  Imposition. — There  shall  be  imposed  on  the 
following  articles,  sold  by  the  manufacturer,  producer,  or 
importer,  a  tax  equivalent  to  the  rate,  on  the  price  for  which 
sold,  set  forth  in  the  following  paragraphs  (including  in  each 
case  parts  or  accessories  of  such  articles  sold  on  or  in  con¬ 
nection  therewith,  or  with  the  sale  thereof)  : 

“(1)  Sporting  goods. — Badminton  nets;  badmin¬ 
ton  rackets  (measuring  22  inches  over-all  or  more  in 
length)  ;  badminton  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  badminton  racket 
string;  badminton  shuttlecocks,  badminton  standards; 
baseballs;  baseball  bats  (measuring  26  inches  or  more  in 
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length)  ;  baseball  body  protectors  and  shin  guards;  base¬ 
ball  gloves  and  mitts ;  baseball  masks ;  basketballs ;  billiard 
and  pool  tables  (measuring  45  inches  over-all  or  more  in 
length )  ;  billiard  and  pool  balls  and  cues  for  such  tables ; 
bowling  balls  and  pins;  boxing  gloves,  masks,  bead 
guards,  and  ear  guards;  clay  pigeons;  cricket  balls; 
cricket  bats;  croquet  balls  and  mallets;  curling  stones; 
deck  tennis  rings,  nets,  and  posts;  fencing  equipment; 
fishing  rods,  creels,  reels,  and:  artificial  lures-  badsy  and 
dies  and  reels’,  footballs;  football  harness;  football  hel¬ 
mets  ;  golf  bags  (measuring  26  inches  or  more  in  length)  ; 
golf  balls;  golf  clubs  (measuring  30  inches  or  more  in 
length)  ;  gymnasium  equipment  and  apparatus;  hockey 
balls;  hockey  pucks;  hockey  sticks  (measuring  30  inches 
or  more  in  length)  ;  indoor  baseballs;  indoor  baseball  bats 
(measuring  26  inches  or  more  in  length)  ;  indoor  baseball 
gloves  and  mitts;  lacrosse  balls;  lacrosse  sticks;  mass 
balls;  polo  balls;  polo  mallets;  push  balls;  skates;  skis; 
ski  poles;  snowT  shoes;  snow  toboggans  and  sleds;  soccer 
balls;  softball  balls;  softball  bats  (measuring  26  inches 
or  more  in  length)  ;  softball  gloves  and  mitts;  squash 
balls;  squash  rackets  (measuring  22  inches  over-all  or 
more  in  length)  ;  squash  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  squash  racket  string; 
tennis  balls;  table  tennis  tables,  balls,  nets,  and  paddles; 
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tennis  nets;  tennis  rackets  (measuring  22  inches  over-all 
or  more  in  length)  ;  tennis  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  tennis  racket  string; 
track  hurdles;  traps  for  throwing  clay  pigeons;  vaulting 
poles,  cross  bars,  and  standards;  volley  balls,  nets,  and 
standards ;  water  polo  balls  and  goals ;  and  wrestling  head 
harness;  10  per  centum. 

“(2)  Luggage. — Trunks,  valises,  traveling  bags, 
suitcases,  hat  boxes  for  use  by  travelers,  fitted  toilet 
cases  (not  including  contents),  and  other  traveler’s 
luggage,  and  leather  and  imitation  leather  brief  cases,  10 
per  centum. 

“(3)  Electric,  gas,  and  oil  appliances.— 
Electric  direct  motor-driven  fans  and  air  circulators ; 
electric  storage,  gas ,  or  oil  water  heaters;  electric  flat 
irons;  electric  air  heaters  (not  including  furnaces)  ;  elec¬ 
tric  immersion  heaters;  electric  heating  pads  and  blan¬ 
kets;  electric,  gas,  or  oil  appliances  of  the  type  used  for 
cooking,  warming,  or  keeping  warm  food  or  beverages 
for  consumption  on  the  premises;  electric  mixers,  whip- 
pers,  and  juicers;  and  household  type  electric  vacuum 
cleaners;  10  per  centum. 

“(4)  Photographic  apparatus. — Cameras  and 
lenses;  unexposed  photographic  films  (including  motion 
picture  films  but  not  including  X-Ray  film) ,  photo- 
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graphic  plates  and  sensitized  paper;  photographic  ap¬ 
paratus  and  equipment ;  and  any  apparatus  or  equipment 
designed  especially  for  use  in  the  taking  of  photographs 
or  motion  pictures  or  in  the  developing,  printing,  or 
enlarging  of  photographs  or  motion  picture  films;  10 
per  centum. 

“(5)  Electric  signs -Neon-tube  signs,  electric 
signs,  and  electric  advertising  devices,  10  per  centum. 

“(6)  Business  and  store  machines. — Adding 
machines,  addressing  machines,  autographic  registers, 
bank  proof  machines,  billing  machines,  bookkeeping 
machines,  calculating  machines,  card  punching  machines, 
cash  registers,  change  making  machines,  check  writing 
machines,  check  signing  machines,  check  cancelling 
machines,  check  perforating  machines,  check  cutting 
machines,  check  dating  machines,  other  check  protector 
machine  devices,  comptometers,  computing  machines,  coin 
counters,  dictographs,  dictaph-onesy  dictaphone  dictating 
machine  record  shaving  machines,  dictating  machines,  du¬ 
plicating  machines,  embossing  machines,  envelope  open¬ 
ing  machines,  erasing  machines,  folding  machines,  fanfold 
machines,  fare  registers,  fare  boxes,  listing  machines, 
line-a-time  and  similar  machines,  mailing  machines, 
multigraph  machines,  multigraph  typesetting  machines, 
multigraph  type  justifying  machines,  numbering  ma- 
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chines,  portable  paper  fastening  machines,  pay  roll 
machines,  pencil  sharpeners,  postal  permit  mailing  ma¬ 
chines,  punch  card  machines,  sorting  machines,  stencil 
cutting  machines,  shorthand  writing  machines,  sealing 
machines,  tabulating  machines,  ticket  counting  machines, 
ticket  issuing  machines,  typewriters,  transcribing  ma¬ 
chines,  time  recording  devices,  and  combinations  of  any 
of  the  foregoing,  10  per  centum. 

“  (7)  Rubber  articles. — Articles  of  which  rubber 
is  the  component  material  of  chief  weight,  10  per  centum. 
The  tax  imposed  under  this  paragraph  shall  not  be 
applicable  to  footwear,  articles  designed  especially  for 
hospital  or  surgical  use,  or  articles  taxable  under  any 
other  provision  of  this  Chapter. 

“(8)  Washing  machines. — Washing  machines 
of  the  kind  used  m  commercial  kundriesr  TO  per  centum. 
£fe  tax  shah  he  imposed  under  this  paragraph  on  washing 
machines  of  the  household  type,  10  per  centum. 

“  (9)  Optical  equipment. — Refractometers ;  spec¬ 
trometers  ;  spectroscopes ;  colorimeters ;  polariscopes ; 
optical  measuring  instruments;  telescopic  sights;  projec¬ 
tion  lenses  and  prisms;  optical  machinery;  microscopes; 
telescopes;  photo-micro  and  micro-projection  apparatus; 
fire  control  optical  instruments;  and  searchlight  mirrors 
and  reflectors;  10  per  centum. 
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“(10)  Electric  light  bulbs. — Electric  light 
bulbs,  10  per  centum. 

“(b)  Exemption  if  Article  Taxable  as  Jew¬ 
elry. — No  tax  shall  be  imposed  under  this  section  on  any 
article  taxable  under  section  2400  (relating  to  jewelry  tax) . 

“(c)  Effective  Date. — This  section  shall  take  effect 
on  the  effective  date  of  Part  V  of  Title  V  of  the  Revenue 
Act  of  1941.” 

SEC.  553  552.  NEW  RETAILERS’  EXCISE  TAXES. 

(a)  Imposition  of  Tax. — The  Internal  Revenue  Code 
is  amended  by  adding  after  Chapter  18  the  following  new 
chapter : 

“CHAPTER  19— RETAILERS’  EXCISE  TAXES 
“SEC.  2400.  TAX  ON  JEWELRY,  ETC. 

“There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the  price 
for  which  so  sold:  All  articles  commonly  or  commercially 
known  as  jewelry,  whether  real  or  imitation ;  pearls,  precious 
and  semi-precious  stones,  and  imitations  thereof ;  articles  made 
of,  or  ornamented,  mounted  or  fitted  with,  precious  metals 
or  imitations  thereof;  watches  and  clocks  and  cases  and 
movements  therefor;  gold,  gold-plated,  silver,  silver-plated  or 
sterling  flatware  or  hollow  ware;  opera  glasses;  lorgnettes; 
marine  glasses;  field  glasses;  and  binoculars.  The  tax  im¬ 
posed  by  this  section  shall  not  apply  to  any  article  used  for 
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religious  purposes,  to  surgical  instruments,  or  to  frames  or 
mountings  for  spectacles  or  eyeglasses,  or  to  a  fountain  pen 
if  the  only  part  of  the  pen  which  consists  of  precious  metals 
is  the  point. 

“SEC.  2401.  TAX  ON  FURS. 

“There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the 
price  for  which  so  sold:  Articles  made  of  fur  on  the  hide 
or  pelt,  and  articles  of  which  such  fur  is  the  component  ma¬ 
terial  of  chief  value. 

“SEC.  2402.  TAX  ON  TOILET  PREPARATIONS. 

“(a)  Tax. — There  is  hereby  imposed  upon  the  follow¬ 
ing  articles  sold  at  retail  a  tax  equivalent  to  10  per  centum 
of  the  price  for  which  so  sold:  Perfumes,  essences,  extracts, 
toilet  waters,  cosmetics,  petroleum  jellies,  hair  oils,  pomades, 
hair  dressings,  hair  restoratives,  hair  dyes,  aromatic  cachous, 
toilet  powders,  and  any  similar  substance,  article,  or  prepara¬ 
tion,  by  whatsoever  name  known  or  distinguished;  any  of 
the  above  which  are  used  or  applied  or  intended  to  be  used 
or  applied  for  toilet  purposes. 

“(b)  Beauty  Parlors,  Etc. — For  the  purposes  of 
subsection  (a) ,  if  any  person  operating  a  barber  shop, 
beauty  parlor,  or  similar  establishment,  uses  any  article 
described  in  subsection  (a)  in  the  treatment  of  any  cus¬ 
tomer  or  patron,  the  total  amount  so  used  during  any  month 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


95 


shall  be  considered  as  sold  at  retail  by  such  person  during 
such  month,  and  the  fair  retail  price  of  such  amount,  as 
determined  by  the  Commissioner,  shall  be  considered  to  be 
the  price  at  which  so  sold. 

“SEC.  2403.  RETURN  AND  PAYMENT  OF  RETAILERS’  EX¬ 
CISE  TAXES. 

“  (a)  Every  person  who  sells  at  retail  any  article  tax¬ 
able  under  this  chapter  shall  make  monthly  returns  under 
oath  in  duplicate  and  pay  the  taxes  imposed  by  this  chapter 
to  the  collector  for  the  district  in  which  is  located  his  principal 
place  of  business  or,  if  he  has  no  principal  place  of  business 
in  the  United  States,  then  to  the  collector  at  Baltimore,  Mary¬ 
land.  Such  returns  shall  contain  such  information  and  be 
made  at  such  times  and  in  such  manner  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may  by  regulations  pre¬ 
scribe. 

“(b)  The  tax  shall,  without  assessment  by  the  Commis¬ 
sioner  or  notice  from  the  collector,  he  due  and  payable  to  the 
collector  at  the  time  so  fixed  for  filing  the  return.  If  the 
tax  is  not  paid  when  due,  there  shall  he  added  as  part  of 
the  tax  interest  at  the  rate  of  6  per  centum  per  annum  from 
the  time  when  the  tax  became  due  until  paid. 

“(c)  In  determining,  for  the  purposes  of  this  chapter, 
the  price  for  which  an  article  is  sold,  there  shall  he  included 
any  charge  for  coverings  and  containers  of  whatever  nature, 
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and  any  charge  incident  to  placing  the  article  in  condition 
packed,  ready  for  shipment,  but  there  shall  he  excluded  the 
amount  of  tax  imposed,  hg  this  chapter,  whether  or  not  stated 
as  a  separate  charge.  A  transportation,  delivery,  insurance, 
installation,  or  other  charge  (not  required  by  the  foregoing 
sentence  to  he  included)  shall  he  excluded  from  the  price  only 
if  the  amount,  thereof  is  established  to  the  satisfaction  of  the 
Commissioner,  in  accordance  with  the  regulations.  There 
shall  also  he  excluded,  if  stated  as  a  separate  charge,  the 
amount  of  any  retail  sales  tax  imposed  by  any  State  or  Terri¬ 
tory  or  political  subdivision  of  the  foregoing,  or  the  District 
of  Columbia,  whether  the  liability  for  such  tax  is  imposed 
on  the  vendor  or  the  vendee. 

“SEC.  2404.  DEFINITION  OF  SALE. 

‘Tor  the  purposes  of  this  chapter,  the  lease  of  an  article 
shall  be  considered  the  sale  of  such  article. 

“SEC.  2405.  LEASES,  CONDITIONAL  SALES,  ETC. 

“In  the  case  of  (a)  a  lease,  (b)  a  contract  for  the  sale 
of  an  article  wherein  it  is  provided  that  the  price  shall  be 
paid  by  installments  and  title  to  the  article  sold  does  not  pass 
until  a  future  date  notwithstanding  partial  payment  by  in¬ 
stallments,  or  (c)  a  conditional  sale,  there  shall  be  paid  upon 
each  payment  with  respect  to  the  article  that  portion  of  the 
total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment.  No  tax 
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shall  be  imposed  under  this  chapter  on  the  sale  of  any  article 
taxable  under  section  2400  or  section  2401  if  with  respect 
to  such  article  the  lease,  contract  for  sale,  or  conditional  sale 
was  made,  delivery  thereunder  was  made,  and  a  part  of  the 
consideration  was  paid,  before  4«4y  4^  1-941-  the  effective  date 
of  Part  V  of  the  Revenue  Act  of  1.941. 

“SEC.  2406.  TAX-FREE  SALES. 

“Under  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  no  tax  under  this  chapter 
shall  be  imposed  with  respect  to  the  sale  of  any  article — 
“  (a)  for  the  exclusive  use  of  the  United  States,  any 
State,  Territory  of  the  United  States,  or  any  political 
subdivision  of  the  foregoing,  or  the  District  of  Columbia; 

“  (b)  for  export,  or  for  shipment  to  a  possession  of 
the  United  States,  and  in  due  course  so  exported  or 
shipped. 

“SEC.  2407.  CREDITS  AND  REFUNDS. 

“(a)  A  credit  against  tax  under  this  chapter,  or  a  re¬ 
fund,  may  be  allowed  with  respect  to  an  article,  when  the 
price  on  which  the  tax  was  based  is  readjusted  by  reason  of 
return  or  repossession  of  the  article,  or  by  a  bona  fide  dis¬ 
count,  rebate,  or  allowance,  in  the  amount  of  that  part  of 
the  tax  proportionate  to  the  part  of  the  price  which  is  re¬ 
funded  or  credited. 

“(b)  No  overpayment  of  tax  under  this  chapter  shall  be 
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credited  or  refunded,  in  pursuance  of  a  court  decision  or  other¬ 
wise,  unless  the  person  who  paid  the  tax  establishes,  in  ac¬ 
cordance  with  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  ( 1 )  that  he  has  not  in¬ 
cluded  the  tax  in  the  price  of  the  article  with  respect  to  which 
it  vras  imposed,  or  collected  the  amount  of  tax  from  the  pur¬ 
chaser,  or  ( 2 )  that  he  has  repaid  the  amount  of  the  tax  to  the 
purchaser  of  the  article,  or  unless  he  files  with  the  Commis¬ 
sioner  written  consent  of  such  purchaser  to  the  allowance  of 
the  credit  or  refund. 

“(c)  There  shall  he  credited  against  the  tax  pay  able 
under  subsection  (h)  of  section  2402  the  amount  of  tax  paid 
by  any  person  under  subsection  (a)  of  such  section  with 
respect  to  any  article  subject  to  tax  under  subsection  (b)  of 
such  section. 

“SEC.  2408.  APPLICABILITY  OF  ADMINISTRATIVE  PROVI¬ 
SIONS. 

“All  provisions  of  law  (including  penalties)  applicable 
in  respect  of  the  taxes  imposed  by  section  2700  shall,  insofar 
as  applicable  and  not  inconsistent  with  this  chapter,  be  ap¬ 
plicable  in  respect  of  the  taxes  imposed  by  this  chapter. 
“SEC.  2409.  PENALTY  FOR  REPRESENTATION  THAT  TAX  IS  NOT 
PASSED  ON. 

“ Whoever  in  connection  with  the  sale  or  lease,  or  offer 
for  sale  or  lease,  of  any  article  taxable  under  this  chapter, 
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makes  any  statement,  writen  or  oral,  in  advertisement  or 
otherwise,  intended  or  calculated  to  lead  any  person  to  believe 
that  the  price  of  the  article  does  not  include  the  tax  imposed 
by  this  chapter,  shall  on  conviction  thereof  be  punished  by 
a  fine  of  not,  more  than  $1,000. 

“SEC.  2400  2410.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  prescribe  and  publish  all  needful  rules  and  regulations 
for  the  enforcement  of  this  chapter. 

“SEC.  2440  2411.  EFFECTIVE  DATE. 

“This  chapter  shall  be  effective  on  and  after  the  effective 
date  of  Part  V  of  Title  V  of  the  Revenue  Act  of  1941.” 

(b)  Termination  of  Manufacturers’  Tax  on 
Toilet  Preparations. — The  tax  imposed  by  section  3401 
of  the  Internal  Revenue  Code  shall  not  apply  to  articles 
sold  on  or  after  the  effective  date  of  this  Part. 

SEC.  553.  ADMINISTRATIVE  CHANGES  IN  MANUFACTURERS' 
EXCISE  TAX  TITLE  OF  CODE. 

(a)  Leases. — Section  3440  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows: 

“SEC.  3440.  DEFINITION  OF  SALE. 

“ For  the  purposes  of  this  chapter  the  lease  of  an  article 
(including  any  renewal  or  any  extension  of  a  lease  or  any 
subsequent  lease  of  such  article)  by  the  manufacturer,  pro- 
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ducer,  or  importer  shall  he  considered  a,  taxable  sale  of  such 
article 

(h)  Existing  Contracts. — Chapter  29  of  the  Inter¬ 
nal  Revenue  Code  is  amended  bp  adding  at  the  end  thereof 
the  following  new  section: 

"SEC.  3453.  EXISTING  CONTRACTS. 

“( a)  Tax  payable  by  vendee. — If  (1)  any  person 
has,  prior  to  the  effective  date  of  Part  V  of  Title  V  of  the 
Revenue  Act  of  1941,  made  a  bona  fide  contract  for  the  sale 
on  or  after  such  date,  of  any  article  with  respect  to  the  sale 
of  which  a  tax  is  imposed  by  that  Act  or  an  existing  rate  of 
tax  is  increased  by  that  Act,  and,  (2)  such  contract  does  not 
permit  the  adding  to  the  amount  to  be  paid  under  such  con¬ 
tract  of  the  whole  of  such  tax  or  increased  rate  of  tax,  then 
(unless  the  contract  prohibits  such  addition)  the  vendee  shall, 
in  lieu  of  the  vendor,  pay  so  much  of  the  tax  as  is  not  so 
permitted:  to  be  added  to  the  contract  price. 

“(b)  Tax  Paid  to  Vendor. — Taxes  payable  by  the 
vendee  shall  be  paid  to  the  vendor  at  the  time  the  sale  is  con¬ 
summated,  and  shall  be  collected,  and  paid  to  the  United 
Slates  by  the  vendor  in  the  same  manner  as  provided  in 
section  3467.  In  case  of  failure  or  refusal  by  the  vendee  to 
pay  such  taxes  to  the  vendor,  the  vendor  shall  report  the  facts 
to  the  Commissioner  who  shall  cause  collection  of  such  taxes 
to  be  made  from  the  vendee P 
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(c)  Unexposed  Motion  Picture  Films. — Section 
3443  (a)  (3)  (A)  of  the  Internal  Revenue  Code  (relating 
to  credits  or  refunds  of  tar  to  manufacturer )  is  amended  hi/ 
inserting  at  the  end  thereof  the  following  new  clause: 

“(v)  in  the  rase  of  unexposed  motion  picture  films , 
used  or  resold  for  use  in  the  making  of  news  reel  motion 
picture  films." 

SEC.  554.  TRANSPORTATION  OF  PERSONS,  ETC. 

(a)  The  heading  of  Subchapter  C  is  amended  to  read  as 
follows:  “SUBCHAPTER  D— ADMINISTRATIVE  PRO¬ 
VISIONS”. 

(b)  Chapter  30  of  the  Internal  Revenue  Code  is  amended 
by  inserting  after  section  3468  the  following  new  subchapter: 
“SUBCHAPTER  C — TRANSPORTATION  OF  PERSONS 
“SEC.  3469.  TAX  ON  TRANSPORTATION  OF  PERSONS.  ETC. 

“  (a)  Transportation. — There  shall  be  imposed  upon 
the  amount  paid  within  the  United  States,  on  or  after  the 
effective  date  of  Part  V  of  Title  V  of  the  Revenue  Act  of 
1941,  for  the  transportation,  on  or  after  such  effective  date, 
of  persons  b}*  rail,  motor  vehicle,  water,  or  air,  within  or 
without  the  United  States,  a  tax  equal  to  5  per  centum  of 
the  amount  so  paid.  Such  tax  shall  apply  to  transportation 
by  motor  vehicles  having  a  passenger  seating  capacity  of 
less  than  10  adult  passengers,  including  the  driver,  only  when 
such  vehicle  is  operated  on  an  established  line. 
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“(b)  Exemption  of  Certain  Trips.— The  tax  im¬ 
posed  by  subsection  (a)  shall  not  apply  to  amounts  paid  for 
transportation  which  do  not  exceed  35  cents,  to  amounts 
paid  for  commutation  or  season  tickets  for  single  trips  of  less 
than  thirty  miles,  or  to  amounts  paid  for  commutation  tickets 
for  one  month  or  less. 

“(c)  Seats,  Berths,  Etc. — There  shall  he  imposed 
upon  the  amount  paid  within  the  United  States  for  seating 
or  sleeping  accommodations  in  connection  with  transporta¬ 
tion  with  respect  to  which  a  tax  is  imposed  by  subsection 
(a)  a  tax  equivalent  to  5  per  centum  of  the  amount  so 
paid. 

“(d)  Returns  and  Payment. — The  taxes  imposed  by 
this  section  shall  be  paid  by  the  person  making  the  payment 
subject  to  the  tax.  Each  person  receiving  any  payment 
specified  in  subsection  (a)  or  (c)  shall  collect  the  amount 
of  the  tax  imposed  from  the  person  making  such  payment, 
and  shall,  on  or  before  the  last  day  of  each  month,  make  a 
return,  under  oath,  for  the  preceding  month,  and  pay  the  taxes 
so  collected  to  the  collector  in  the  district  in  which  his  prin¬ 
cipal  place  of  business  is  located,  or  if  he  has  no  principal 
place  of  business  in  the  United  States,  to  the  collector  at 
Baltimore,  Maryland.  Such  returns  shall  contain  such  in¬ 
formation  and  he  made  in  such  manner  as  the  Commissioner 
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with  the  approval  of  the  Secretary  may  by  regulations 
prescribe. 

“(e)  Extensions  of  Time. — The  Commissioner  may 
extend  the  time  for  making  returns  and  paying  the  taxes  col¬ 
lected,  under  such  rules  and  regulations  as  he  shall  prescribe 
with  the  approval  of  the  Secretary,  but  no  such  extension 
shall  be  for  more  than  ninety  days. 

“(f)  OevBRjfMByqFAfc  Exemption-. — Exemptions . — 
“(1)  Governmental  exemption. — The  tax  im¬ 
posed  by  this  section  shall  not  apply  to  the  payment 
for  transportation  or  facilities  furnished  to  the  United 
States,  or  to  any  State  or  Territory,  or  political  sub¬ 
division  thereof,  or  the  District  of  Columbia.— 

“(2)  Exemption  of  members  of  military  and 
naval  service. — The  tax  imposed  by  this  section  shall 
not  apply  to  the  payment  for  transportation  or  facilities 
furnished  under  special  tariffs  providing  for  fares  of  not 
more  than  1\  cents  per  mile  applicable  to  round  trip 
tickets  sold  to  personnel  of  the  United  States  Army , 
Navy,  Marine  Corps,  and  Coast  Guard  traveling  in 
uniform  of  the  United  States  at  their  own  expense  when 
on  official  leave,  furlough,  or  pass,  including  authorized 
cadets  and  midshipmen,  issued  on  presentation  of  prop¬ 
erly  executed  certificate .” 
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(c)  Stamp  Tax  ox  Passage  Tickets  Not  to 
Apply. — No  tax  shall  be  imposed  under  Chapter  11  of  the 
Internal  Revenue  Code  on  a  ticket  sold  or  issued  for  passage 
the  amount  paid  for  which  is  taxable  under  section  3469  of 
the  Internal  Revenue  Code. 

(d)  Technical  Amendments.— 

(1)  Section  55  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “subchapters  A  and  B 
of”. 

(2)  Section  3471  (a)  and  (c)  are  amended  by  in¬ 
serting  after  “subchapter  R”  wherever  occurring  therein 
“or  subchapter  C”. 

(3)  Section  3472  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “of  subchapters  A  and  B”. 

SEC.  555.  COIN-OPERATED  AMUSEMENT  AND  GAMING  DE¬ 
VICES. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part : 

“Part  IX — Coin-Operated  Amusement  and  Gaming  Devices 
“SEC.  3267.  TAX  ON  COIN-OPERATED  AMUSEMENT  AND 
GAMING  DEVICES. 

“  (a  )  Rate. — Every  person  who  maintains  for  use  or  per¬ 
mits  the  use  of,  on  any  place  or  premises  occupied  by  him.  a 
coin-operated  amusement  or  gaming  device  shall  pay  a  special 
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IfHc  of  per  year  m  rosppet  of  swh  device^  and  shad  pay  #m 
additional  special  ta*  of  pee  year  fee  eaeb  additional 
sued  device  so  maintained  or  *4*0  use  of  wbieb  is  so  permit  I  ed . 
tax  as  follows: 

“( 1 )  $10  per  year  in  the  case  of  a  device  defined  hi 
clause  (1)  of  subsection  (b)  ; 

“(2)  $200  per  year ,  in  the  case  of  a  device  defined  in 
clause  (2)  of  subsection  (b)  ;  and 

“(3)  $10  or  $200,  as  the  case  may  be,  for  each  addi¬ 
tional  device  so  maintained  or  the  use  of  which  is  so  permitted. 
If  one  such  device  is  replaced  by  another,  such  other  device 
shall  not  he  considered  an  additional  device. 

“(b)  Definition. — As  used  in  this  Part,  the  term  ‘coin- 
operated  amusement  and  gaming  devices’  means  ( 1 )  so-called 
‘pin-hall’  and  other  similar  amusement  machines,  operated  by 
means  of  the  insertion  of  a  coin,  token,  or  similar  object, 
and  (2)  so-called  ‘slot’  machines  which  operate  by  means 
of  insertion  of  a  coin,  token,  or  similar  object  and  which,  by 
application  of  the  element  of  chance,  may  deliver,  or  entitle 
the  person  playing  or  operating  the  machine  to  receive,  cash, 
premiums,  merchandise,  or  tokens.  The  term  does  not  in¬ 
clude  bona  fide  vending  machines  in  wrhich  are  not  incor¬ 
porated  gaming  or  amusement  features. 

“(c)  Applicability  of  Administrative  Provi¬ 
sions. — An  operator  of  a  place  or  premises  who  maintains  for 
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use  or  permits  the  use  of  any  coin-operated  device  shall  be 
considered,  for  the  purposes  of  Subchapter  R,  to  be  engaged 
in  a  trade  or  business  in  respect  of  each  such  device. 

“(d)  Effective  Date  of  Tax.— With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part  V 
of  Title  V  of  the  Eevenue  Act  of  1941 A 
SEC.  556.  BOWLING  ALLEYS,  ETC. 

Subchapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part : 

“Part  X— Bowling  Alleys,  and  Billiard  and  Pool  Tables 
“SEC.  3268.  TAX  ON  BOWLING  ALLEYS,  AND  BILLIARD 
AND  POOL  TABLES. 

“(a)  Rate. — Every  person  who  operates  a  bowling 
alley,  billiard  room,  or  pool  room  shall  pay  a  special  tax  of 
$4#  $10  per  year  for  each  bowling  alley,  billiard  table,  or 
pool  table.  Every  building  or  place  where  bowls  are  thrown 
or  where  games  of  billiards  or  pool  are  played,  except  in  pri¬ 
vate  homes,  shall  be  regarded  as  a  bowling  alley,  billiard 
room,  or  pool  room,  respectively. 

“(b)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part 
Y  of  Title  V  of  the  Revenue  Act  of  1941.” 
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Subchaptec  A  of  Chapter  A7  of  the  Internal  -Revenue 
Code  is  amended  by  adding  at-  the  end  thereof  the  follow¬ 
ing  new  Part : 


££Part  XI  Outdoor 


ON  OUTDOOR 


^-faf  Awn — Excry  person  who  engages  in  business  as 
a  lessor  of  Inhbeards  for  outdoor  advertising  shah  pay  with 
respect  to  each  bhihoard  maintained  or  controlled  by  him 
for  use  in  such  business  a  special  tax  at  the  following  rates-: 


Olassi&eatien 

MH>r  etteh  brllbe»r4  hn-vmg  tm  m.l-vur~t-klitg  spaee  area  ef-5  Her  Aurn+ra 


■“-fl)  Nee  more  Hum  409  square  4ee4 _ $44)9 

--(-9)-  -More  Hum  409  aoet  oot  more  Hum  999  square  4ee4 _  9t99 

-g9)  Mere  Hum  999  au4  eel  erere  Hum  999  square  4ee4 _  9t99 

^^44  More  tlem  999  aert  eel  erorc  Hum  499  square  4ee4 _  £999 

“-(eg  Mere  tliail  499  em4  eel  more  t-ha-n  999  square  4ee4 _  $999 

*l{9}-  Mere  Hum  999  square  4ee4 _ -14.00 


^^-fbj-  Abhhhonah  Eiia-bqabds-. — Where  a  person  has 
paid  the  special  tax  whir  respect  to  each  of  a  number  of 


of  the  same  tax 


dimes  the  maintenance  or  control  of  one  or  more,  and 


hoards  of  the  same  tax  classification?  he  shah  pay  special 
tax  only  with  respect  to  so  many  of  sneh  additional  bill¬ 
boards  as  exceed  the  number  with  respect  to  which  he  has 
already  paid  special  taxr 

--fef  Definitions. — As  used  in  this  section — 
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^-(4)-  "Pbe  term  %dl  hoard-  means  w  outdoor  strno 
tore  or  device  primarily  designed  lor  the  display  of  ad¬ 
vertising  matter^  and  inelndes  so  called  -‘-sign  space-  on  the 
exterior  of  a  building  4he  use  of  which  is  control-led  by 
a  person  engaged  in  business  as  lessor  of  billboards  for 
outdoor 


■“  (-2)-  4be  term  ‘lessor"-  means  any  person  who  main- 
tams  or  controls  the  use  of  hi  111  wards  aneh  for  coinpcnsa 
tion,  displays  advertising  matter  thereon  for  another  per¬ 
son  or  permits  the  display  of  advertising  matter  thereon 
by  another  person-. 

-Penalties. — Any  person  liable  for  the  special 
tan  under  this  see!  ion  whit  respect  to  any  billboard  main¬ 
tained  or  controlled  by  him  who  fads  to  pay  sneh  taw  besides 
being  bable  for  the  payment  of  the  taw  shall  he  fined  not 


more  -than  850  for  each  offense. 

■‘■‘  (e)  Htth-tR-  -Laws  A-prmtewm-rfE — Ad  administrative 
and  -penalty  provisions  of  snbchapters  A?  P?  and  Q  of  Chapter 
447  Insofar  as  applicable?  shad  apply  to  the  special  tax  im¬ 
posed  by  snbseetion  -fa-)-  and  to  the  persons  upon  whom  im¬ 
posed; 

--(f)-  Effective  4Mufe  OF  Tww — With  respect-  to  the 
year  ending  June  40?  1 9-tif  no  tan  shall  be  payable  under 
this  Part  for  any  period  prior  to  the  effective  date  of  Part  A" 
ef  4ble  ¥  of  the  Revenue  Ant  of  491 1  A 
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1  SEC.  558  557.  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

2  The  Internal  Revenue  Code  is  amended  by  inserting 

3  after  Chapter  33  the  following  new  chapter: 

4  “CHAPTER  33A— USE  OF  MOTOR  VEHICLES  AND 

5  BOATS 

6  “SEC.  3540.  TAX  ON  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

7  “(a)  Imposition  of  Tax. — There  shall  be  imposed 

8  upon  the  use  of  motor  vehicles  and  boats  a  tax,  with  respect 

9  to  each  year  in  which  such  use  occurs,  at  the  following 


10 

rates : 

11 

“  ( 1 )  Motor  vehicles — $5. 

12 

“(2)  Boats.— 

13 

‘‘Over-all  length  16  feet  or  over  but  not  over 

14 

28  feet,  $5. 

15 

“Over-all  length  over  28  feet  but  not  over  50 

16 

feet,  $10. 

17 

“Over-all  length  over  50  feet  but  not  over  100 

18 

feet,  $40. 

19 

“Over-all  length  over  100  feet  but  not  over  150 

20 

feet,  $100. 

21 

“Over-all  length  over  150  feet  but  not  over  200 

22 

feet,  $150. 

23 

“Over-all  length  over  200  feet,  $200. 

24 

Such  tax,  in  the  case  of  a  motor  vehicle,  shall  he  paid  by  the 

25 

person 

in  whose  name  the  motor  vehicle  is,  or  is  required  to 
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be,  registered  under  the  law  of  the  State,  Territory,  or  the 
District  of  Columbia  in  which  such  motor  vehicle  is,  or  is 
required  to  be,  registered.  Such  tax,  in  the  case  of  a  boat, 
shall  be  paid  by  the  owner  of  the  boat.  The  tax  imposed  by 
this  section  shall  not  apply  to  any  use  before  February  1, 
1942,  and  use  before  such  date  shall  not  be  considered  to  be 
use  within  the  meaning  of  this  section. 

“(b)  Definitions. — For  the  purposes  of  this  section— 

“  ( 1 )  The  term  ‘year’  means  the  year  beginning 
July  1. 

“  (2)  The  term  ‘motor  vehicle’  means  all  motor  ve¬ 
hicles  of  the  kind  chiefly  used  for  highway  transportation. 

“(3)  The  term  ‘boat’  means  all  boats  propelled  by 
machinery,  sail,  or  both,  measuring  16  feet  or  more  in 
over-all  length,  owned  by  a  citizen  or  resident  of  the 
United  States.  Such  term  does  not  include  boats  used 
exclusively  chiefly  for  trade,  or  commercial  fishing,  or 
boats  used  without  profit  by  any  benevolent,  charitable, 
or  religious  organization  exclusively  for  furnishing  aid, 
comfort,  or  relief  to  seamen,  or  boats  used  by  the  sea 
scouts  department  of  the  Boy  Scouts  of  America  chiefly 
for  training  scouts  in  seamanship. 

“  (4)  The  term  ‘use’  in  the  case  of  the  use  of  a 
motor  vehicle  means  use  on  the  public  highways. 

“(c)  Probation  of  Tax. — If  in  airy  year  the  first  use 
of  the  motor  vehicle  or  boat  is  after  July  31  the  tax  shall  be 
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reckoned  proportionately  from  the  first  day  of  the  month  in 
which  such  use  occurs  to  and  including  the  30th  day  of 
June  following. 

“(d)  One  Payment  Pee  Year.— If  the  tax  imposed 
by  this  section  is  paid  with  respect  to  any  motor  vehicle  or 
boat  for  any  year  no  further  tax  shall  be  imposed  for  such 
year  with  respect  to  such  motor  vehicle  or  boat. 

“(e)  Evidence  of  Tax  Payment. — The  payment  of 
the  tax  imposed  by  this  section  shall  be  evidenced  by  such 
suitable  stamp,  sticker,  or  tag  of  such  form,  which  shall  be 
affixed  to  the  motor  vehicle  or  boat  in  such  manner,  as  the 
Commissioner,  with  the  approval  of  the  Secretary,  ma}^  by 
regulations  prescribe. 

“(f)  Max  nee  of  Collection. — The  place,  time,  and 
manner  of  making  payment  of  the  tax,  and  of  furnishing  such 
stamp,  sticker,  or  tag  shall  be  such  as  may  be  provided  in 
regulations  prescribed  by  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary. 

“(g)  Cooperation  of  Post  Office  Department.— 
The  Commissioner  shall  furnish  to  the  Postmaster  General 
without  prepayment  a  suitable  quantity  of  stamps,  stickers, 
or  tags  to  be  distributed  to  and  kept  on  sale  by 
postmasters  in  the  United  States.  The  Postmaster  General 
may  require  each  such  postmaster  to  give  additional  or  in¬ 
creased  bond  as  postmaster  for  the  value  of  the  stamps, 
stickers,  or  tags  furnished  to  him,  and  each  such  postmaster 
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shall  deposit  the  receipts  from  the  sale  of  such  stamps, 
stickers,  or  tags  to  the  credit  of  and  render  accounts  to  the 
Postmaster  General  at  such  times  and  in  such  form  as  he  may 
by  regulations  prescribe.  The  Postmaster  General  shall  at 
least  once  monthly  transfer  all  collections  from  this  source  to 
the  Treasury  as  internal-revenue  collections.  The  Postmaster 
General  is  authorized  to  cooperate  to  the  fullest  extent  pos¬ 
sible  with  the  Commissioner  in  the  sale  of  such  stamps,  stick¬ 
ers,  or  tags  and  in  forwarding  to  the  Commissioner  or  to  the 
collector  of  internal  revenue  such  blanks  or  forms  as  the  Com¬ 
missioner  may  determine  necessary  to  the  collection  of  the 
tax. 

“  (li)  Sale  of  Stamps  by  Private  Persons. — If  the 
Commissioner  provides  for  the  sale  of  stamps,  stickers,  or  tags 
by  persons  not  officers  or  employees  of  the  United  States  he 
may  require  bond,  with  sufficient  sureties,  in  a  sum  to  be 
fixed  by  the  Commissioner,  conditioned  for  the  faithful 
return,  whenever  required,  of  all  quantities  or  amounts 
undisposed  of,  and  for  the  payment  for,  all  quantities  or 
amounts  sold  or  not  remaining  on  hand.  The  Commissioner, 
with  the  approval  of  the  Secretary,  may  from  time  to  time 
make  such  regulations  as  he  may  find  necessary  to  insure  the 
safekeeping  or  prevention  of  illegal  use  of  all  such  stamps, 
stickers,  or  tags. 

“(i)  Penalties  for  Unlawful  Use. — Any  person 
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liable  for  the  tax  under  this  section  who  uses  or  permits  the 
use  of  the  motor  vehicle  or  boat  before  tax  has  been  paid  shall 
be  guilty  of  a  misdemeanor  and  upon  conviction  thereof  shall 
be  fined  not  more  than  $25  or  imprisoned  for  not  more  than 
30  days,  or  both.  Any  person  who  uses  or  operates  a 
motor  vehicle  or  boat  at  a  time  when  the  stamp,  sticker,  or 
tag  does  not  appear  on  the  motor  vehicle  or  boat  in  the 
manner  provided  in  the  regulations  prescribed  under  sub¬ 
section  (e)  or  (f)  shall  be  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  be  fined  not  more  than  $25. 

“  (j)  Exempt  Uses. — The  tax  imposed  by  this  section 
shall  not  apply  to  the  use  of  a  motor  vehicle  or  boat  by  the 
United  States,  a  State,  Territory,  the  District  of  Columbia,  or 
a  political  subdivision  of  any  of  the  foregoing.” 

SEC.  558.  EFFECTIVE  DATE  OF  PART  V. 

This  Part  shall  take  effect  on  the  first  day  of  the  first 
month  which  begins  more  than  10  days  after  the  date  of 
the  enactment  of  this  Act. 

Part  VI — Processing  Tax  on  Certain  Oils 
SEC.  561.  PAYMENT  OF  PROCEEDS  OF  PROCESSING  TAX  TO 
GUAM  AND  AMERICAN  SAMOA. 

(a)  Payment  to  Possessions. — Chapter  21  of  the 
Internal  Revenue  Code  (relating  to  processing  tax  on  oils) 
is  amended  hg  adding  at  the  end  thereof  the  following  new 
section : 


H.  R. 5417 
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“Sec.  2483.  All  taxes  collected  under  this  chapter  with 
respect  to  coconut  oil  wholly  of  the  production  of  Guam  or 
American  Samoa  or  produced  from  materials  wholly  of  the 
growth  or  production  of  Guam  or  American  Samoa,  shall 
he  held  as  separate  funds  and  paid,  to  the  Treasury  of  Guam 
or  American  Samoa,  respectively .  No  part  of  the  money  from 
such  funds  shall  be  used ,  directly  or  indirectly,  to  pay  a  sub¬ 
sidy  to  the  producers  or  processors  of  copra,  coconut  oil,  or 
allied  products,  except  that  this  sentence  shall  not  be  construed 
as  prohibiting  the  use  of  such  money,  in  accordance  with 
regulations  prescribed  by  the  Commissioner  with  the  approval 
of  the  Secretary,  for  the  acquisition  or  construction  of  facili¬ 
ties  for  the  better  curing  of  copra  or  for  bona  fide  loans  to 
copra  producers  of  Guam  or  American  Samoa.” 

(b)  Effective  Date  of  Amendment. — The  amend¬ 
ment  made  by  this  section  shall  be  applicable  only  with  respect 
to  taxes  collected  after  the  date  of  enactment  of  this  Act. 

TITLE  ¥1 — RADIO  RROAOOAKHNO  AN©  NET¬ 
WORK  TAX 


mi;  TAX  ON  RADIO 


AND 


BtTtiTe  R  el  Ate  Internal  Revenue  Tede  is  amended 


after  ekapter  £  the  following  new  ebapter-f 
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422ft  TAX  ON  RADIO 


AN© 


(a-)-  Rats. — For  eaek  calendar  year  beginning  after 
-  347  -1-9-4 1,  there  shah  Re  knpesed  upon  cx-erx 
person  with  respect  to  operating  a  radio  broadcasting  sta¬ 
tion  er  engaging-  in  network  kroadeastin  ^  foi1  uiiy  prtrt  of 
sank  year?  an  excise  tax  cornpnted  as  follows : 

-(4-)-  4f  tke  net  time  sales  exceed  $109,000  and  do 
not  exceed  $500-, 000?  an  amount  equal  to  5  per  centmn 
of  tke  net  time  sales,  or  an  amount-  equal  to  tke  net  time 
sales  in  excess  of  $100,000?  whichever  is  tke  lessen- 

-■‘-(2)  41  tke  net  time  sales  exceed  $-500,000  and  do 
not  exceed  $4-^000,-000,  an  amount  efpad  to  40  per 
centum  of  tke  net  -time  sales?  or  an  amount  e<pod  to 
$25,000  pins  tke  amount  of  tke  net  time  sales  in  excess 
of  $5000)00,  -whichever  is  tke  lessen 

“  (3)  4f  tke  net  time  sales  exceed  $1,000,000,  an 
amount  efpad  to  4-5  per  centum  of  tke  net  time  sales, 
or  an  amount  equal  to  $1 00,000  plus  tke  amount  of  tke 
net  time  sales  in  excess  of  $-1tO0O?O9O?  ■whichever  is  tke 
lesser. 

^^-fk)-  4)eit--sttions. — 4dr  tke  purposes  of  tkis  section — 
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^-(4 -}-  Network  kFi 


tke  making1  oi 


ts  wkk  persons  operating  ml 


stations  tor  4m  simultaneous  kroadeast  <4  an  ikentieai 
program  ky  too  or  more  eenneeted  skit  ions  and  tke 


<-4  programs  km  -wire  or 


to  snek 


pOFSOllSv 

—rime  sales’  mentis  tke  gross  amonnt  received 
of  accrued  from  tke  sate  oi  keoakrast  timer  :Wkere  tke 
sole  is  tor  a  eonsikcration  otker  tkan  money  tke  gross 
amount  eonsidorod-  to  ke  received  of  aeemek  snail  ko 
tke  sellers  ]>i i) disked  eark  rate  ko  kroadeast  timer 
4V4iere  tko  solo  is  tor  a  eonsiderationT  less  a-  commis 
sien  to  an  advertising  agency  (whether  suck  sale  is 
make  to  sock  agency  of  its  -principal)-  tke  amount  ot 
sock  commission  ^  h*  excess  oi  k§  per  centum  el 
suck  consideration-)  shall  ke  excluded  in  determining 
tke  gross  amount  received  of  accrued  with  respect  to 
suck  sako 


N et  time  sales-  means  time  sates  minus  tke 
ts  paid  of  incurred  lor  broadcast  time  to  otker 


vo  <  1  a  l-< t  > >  t  1  /vl  >  t, <  AV  /  \y> 

i  ^  TTtvrTtr  iS  l  <  1 1 1 '  / 1 1 1  s  *71  *11  ^  > 
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“SEC-  m 

(a)  KEipOREMEX-r. — Every  j >erso; i  liable  for  tax  under 
soetion  1-2 20  shall  -n mko  a  return  under  aa-tln  Kneh  return 
si i?i  11  contain  sneh  informa  torn  awl  he  wake  in  seek  wanner 
as  the  ( hnnnissioner  with  the  approval  of  the  Soon  4  ary  way 
kv  rogu  lath-ms  prosorilaa 

-(1  >j-  Tim !•:  tew  4h-h->o; . — 

“  (-t-)-  (tEXER  A  L  RE  EE. Swk  FetW'n  shall  he  made 

wit  kin  two  ]  n<  >i  ilks  after  fhe  olooo  of  the  year  with  fo- 

l  I  v/  >>  «f  1  /  v  n’ki/ih  cm  ton  f  o  y  i  o  It  *  i  t  W  E,E/I 

M/tTl  ITT  YV  IIHI1  Mill  I  In  A  +P*  1 1  i  I  PUMA  l . 

--(-2-)-  Extexsiox  ftF  44-m-e? — 4he  h-owmissioner 
nmy  extend  the  time  Iof  making  the  returns,  under  such 
rules  awl  regulations  as  ke  way  preseribe  with  the  ap- 
proval  of  the  Secretary,  kut  no  meh  extension  shall  he 
for  more  than  sixty  daws. 

-  (e)  Pe-aoe  E(  )lt  EiUXd. — 4he  reton t  shall  he  wake 

f  /  \  t  1  w  t  \  uuknr  }  /  o'  t  1  w  >  I  ts  1  rW'l  1  l  >  A  \  ’  t  VI  /  «  1  1  l  e  U  WW  t  I  W  1  >n  i  n'ln 

TTT  MM  '*  '  I  licit  If  ttfl  till  \  |T!A  1  ITI  I  I  I  l  \\  I  i  Tv  TT  Ta  II  M?|  I  It  |  I  IM  T  M  til 

ehpal  piaee  of  t-aisiness  of  the  taxpayer.-  or?  if  it  has  no  principal 
place  of  business  in  the  United  States,  then  to  the  e effector  at 
Baltimore?  -Maryland, 

OWEtt  EA-WS  APPEFC-AEEE; 

“-All  provisions  of  law  fwe-lwfwg  penakiesb  applicable 
in  respect  of  the  taxes  imposed  by  chaptir  h  slaelk  insofar  as 
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eel  inconsisleftl  with  Ibis  chapter?  be  appheable  m  reaped 
el  the  las  bepese4  -bs  this  ehapter.” 

TITLE  VI— NONESSENTIAL  FEDERAL 
EXPENDITURES 

SEC.  601.  NONESSENTIAL  FEDERAL  EXPENDITURES. 

(a)  There  is  hereby  established  a  committee  to  investigate 
nonessential  Federal  expenditures  (hereinafter  referred  to  as 
the  “committed’ ) ,  to  be  composed  of  (1)  three  members  of  the 
Senate  Committee  on  Finance  and,  three  members  of  the 
Senate  Committee  on  Appropriations,  to  be  appointed  by  the 
President  of  the  Senate;  (2)  three  members  of  the  House. 
Committee  on  Ways  and  Means  and  three  members  of  the 
House  Committee  on  Appropriations,  to  be  appointed  by  the 
Speaker  of  the  House  of  Representatives ;  and  (3)  the  Sec¬ 
retary  of  the  Treasury,  and  the  Director  of  the  Bureau  of  the 
Budget.  A  vacancy  in  the  committee  shall  not  affect  the 
power  of  the  remaining  members  to  execute  the  functions  of 
the  committee,  and  shall  be  filled  in  the  same  manner  as  the 
original  selection.  A  majority  of  the  committee  shall  consti¬ 
tute  a  quorum,  and  the  powers  conferred  upon  them  by  this 
section  may  be  exercised,  by  a  majority  vote. 

(b)  It  shall  be  the  duty  of  the  committee  to  make  a  full 
and  complete  study  and  investigation  of  all  expenditures  of  the 
Federal  Government  with  a  view  to  recommending  the  elimina¬ 
tion  or  reduction  of  all  such  expenditures  deemed  by  the  com - 
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mittee  to  be  nonessential.  The  committee  shall  report  to  the 
President  and  to  the  Congress  the  results  of  its  study ,  together 
with  its  recommendations ,  at  the  earliest  practicable  date. 

(c)  The  committee ,  or  any  duly  authorized  subcommittee 
thereof ,  is  authorized  to  hold  such  hearings,  to  sit  and,  act,  at 
such  times  and  places,  to  employ  such  experts  and  such  clerical 
and  other  assistants,  to  require  by  subpena  or  otherwise  the 
attendance  of  such  witnesses  and  the  production  of  such  books, 
papers,  and  documents,  to  administer  such  oaths,  to  take  such 
testimony,  and  to  make  such  expenditures,  as  it  deems  advis¬ 
able.  The  provisions  of  sections  102  to  104,  inclusive,  of  the 
Revised  Statutes  shall  apply  in  case  of  any  failure  of  any 
witness  to  comply  with  any  subpena,  or  to  testify  when  sum¬ 
moned  under  the  authority  of  this  section. 

(d)  The  committee  is  authorized  Jo  utilize  the  services, 
information,  facilities,  and  personnel  of  the  departments  and 
agencies  of  the  Government. 

(e)  There  is  hereby  authorized  to  be  appropriated,  the 
sum  of  $ 10,000 ,  or  so  much  thereof  as  may  be  necessary,  to 
carry  out  the  provisions  of  this  section. 

(f)  All  authority  conferred  by  this  section  shall  terminate 
upon  the  submission  of  the  committee’s  final  report. 

Sec.  602.  Section  1303  of  the  Revenue  Act  of  1918, 
as  amended,  is  amended  by  striking  out  “ President  of  the 
Senate ”  wherever  it  appears  therein  and  inserting  in  lieu 
thereof  “ President  pro  tempore  of  the  Senate 
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TITLE  VI— CREDIT  AGAINST  FEDERAL  UNEMPLOY¬ 
MENT  TAXES 

SEC.  701.  CREDIT  AGAINST  FEDERAL  UNEMPLOYMENT  TAXES. 

(a)  Allowance  of  Credit  Against  Tax  for  1936 , 
1937.  And  1938. — Against  the  tax  imposed  by  section  901 
of  the  Social  Security  Act  for  the  calendar  year  1936,  1937, 
or  1938,  any  taxpayer  shall  be  allowed  credit  (if  credit  is 
not  allowable  under  section  902  of  such  Act )  for  the  amount 
of  contributions  paid  by  him  into  an  unemployment  fund 
under  a  State  law — 

( 1 )  Before  the  sixtieth  day  after  the  date  of  the 
enactment  of  this  Act.  if  such  credit  is  claimed  before 
the  expiration  of  six  months  after  such  date  of  enactment ; 

(2)  Without  regard  to  the  date  of  payment,  with 
respect  to  wages  paid  after  September  19,  1939; 

(3)  Without  regard  to  the  date  of  payment,  if  the 
assets  of  the  taxpayer  are,  at  any  time  during  the  fifty- 
nine-day  period  following  such  date  of  enactment,  or 
were  at  any  time  during  the  period  August  11,  1939,  to 
October  8,  1939,  inclusive,  or  the  period  October  9,  1940 , 
to  December  6.  1940,  inclusive,  in  the  custody  or  control 
of  a  receiver,  trustee,  or  other  fiduciary  appointed  by, 
or  under  the  control  of,  a  court  of  competent  jurisdiction. 

Hie  provisions  of  the  Social  Security  Act  in  force  prior  to 
February  11,  1939  (except  the  provision  limiting  the  credit 
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to  amounts  paid  before  the  date  of  filing  returns) ,  shall  apply 
to  allowance  of  credit  under  this  subsection;  except  that  the 
amount  of  credit  against  the  tax  for  the  calendar  year  1936 , 
1937,  or  1938,  for  contributions  paid  after  December  6, 
1940,  shall  not  ( unless  the  credit  is  allowable  on  account 
of  paragraph  (2)  or  (3))  exceed  90  per  centum  of  the 
amount  which  would  hare  been  allowable  as  credit  on  account 
of  such  contributions  had  they  been  paid  before  the  last  day 
upon  which  the  taxpayer  was  required  under  section  903  of 
such  Act  to  file  a  return  for  such  year.  The  terms  used  in 
this  subsection  shall  have  the  same  meaning  as  when  used  in 
title  IX  of  such  Act  prior  to  February  11,  1939.  The  toted 
credit  allowable  against  the  tax  imposed  by  section  901  of 
such  Act  for  the  calendar  year  1936,  1937,  or  1938  shall 
not  exceed  90  per  centum  of  such  tax. 

(b)  Allowance  of  Credit  Against  Tax  for  1939 
and  1940. — Against  the  tax  imposed  by  the  Federal  Unem¬ 
ployment  Tax  Act  for  the  calendar  year  1939  or  1940.  any 
taxpayer  shall  be  allowed  credit  (if  credit  is  not  allowable 
under  section  1601  of  such  Act )  for  the  amount  of  contribu¬ 
tions  paid  by  him  into  an  unemployment  fund  under  a  State 
law — 

(1)  Before  the  sixtieth  day  after  the  date  of  the 
enactment  of  this  Act,  if  such  credit  is  claimed  before 
the  expiration  of  six  months  after  such  date  of  enactment ; 
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(2)  Without  regard  to  the  date  of  payment,  if  the 
assets  of  the  taxpayer  are,  at  any  time  during  the  fifty- 
nine-day  period  following  such  date  of  enactment,  or 
were  at  any  time  during  the  period,  from  the  last  day 
upon  which  the  taxpayer  was  required  under  section 
1604  of  the  Federal  Unemployment  Tax  Act  to  file  a 
return  of  the  tax  against  which  credit  is  claimed  to 
June  30  next  following  such  last  day,  inclusive,  or  ( in 
the  case  of  credit  against  the  tax  for  the  calendar  year 
1939 )  the  period  October  9,  1940,  to  December  6,  1940, 
inclusive,  in  the  custody  or  control  of  a  receiver,  trustee, 
or  other  fiduciary  appointed  by,  or  under  the  control  of, 
a  court  of  competent  jurisdiction. 

The  provisions  of  the  Federal  Unemployment  Tax  Act  (ex¬ 
cept  section  1601  (a)  (3)),  including  such  provisions  as 
modified  by  section  902  (e)  of  the  Social  Security  Act  Amend¬ 
ments  of  1939,  shall  apply  to  allowance  of  credit  under  this 
subsection.  The  amount  of  such  credit  against  the  tax  for 
the  calendar  year  1939  or  1940,  in  the  case  of  contributions 
paid  after  the  last  day  upon  which  the  taxpayer  was  required 
under  section  1604  of  the  Federal  Unemployment  Tax  Act 
to  file  a  return  for  such  year,  shall  not  ( unless  the  credit  is 
allowable  on  account  of  paragraph  (2)  )  exceed  90  per  centum 
of  the  amount  which  would  have  been  allowable  as  credit 
on  account  of  such  contributions  had  they  been  paid  on  or 
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before  such  last  day.  The  terms  used  in  this  subsection  shall 
have  the  same  meaning  as  when  used  in  the  Federal  Unem¬ 
ployment  Tax  Act.  The  total  credit  allowable  against  the 
tax  imposed  by  such  Act  for  the  calendar  year  1939  or  1940 
shall  not  exceed  90  per  centum  of  such  tax. 

( e )  Refund. — Refund,  credit,  or  abatement  of  the  tax 
(including  penalty  and,  interest  assessed  or  collected  with 
respect  thereto,  if  any),  based  on  any  credit  allowable  under 
subsection  (a)  or  (b),  may  be  made  in  accordance  with  the 
provisions  of  law  applicable  in  the  case  of  erroneous  or  illegal 
assessment  or  collection  of  the  tax  (including  statutes  of  limita¬ 
tions).  No  interest  shall  be  allowed,  or  paid  on  the  amount 
of  any  such  credit  or  refund.  On  and  after  the  date  of  the 
enactment  of  this  Act  no  refund,  credit,  or  abatement  shall 
be  allowed  based  on  any  credit  allowable  under  section  810 
of  the  Revenue  Act  of  1938,  section  902  (a)  of  the  Social 
Security  Act  Amendments  of  1939,  or  section  701  of  the 
Second  Revenue  Act  of  1940. 

Passed  the  House  of  Representatives  August  4,  1941- 

Attest:  '  SOUTH  TRIMBLE, 

Clerk. 
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THE  REVENUE  BILL  OF  1941 


September  3  (legislative  day,  September  2).  1941. — Ordered  to 


be  printed 


)  Mr.  Vandenberg,  from  the  Committee  on  Finance,  submitted  the 

following 


INDIVIDUAL  VIEWS 

[To  accompany  H.  R.  5117] 


In  the  total  tax  raised  by  the  pending  measure,  some  such  measure 
I  is  inevitable  if  there  is  to  be  any  pretense  of  protecting  the  public 
credit.  It  is  inevitable  because  there  is  no  inexpensive  way  to  go  to 
war  or  to  prepare  for  war.  It  is  inevitable  because  there  is  no  inex¬ 
pensive  way  to  underwrite  the  war  bills  of  all  foreign  countries  which 
the  President  may  choose  to  include  within  our  war  expenditures.  The 
quicker  the  country  understands  this  cruel  fact,  the  sooner  it  can 
realistically  assess  the  extent  to  which  it  is  prepared  to  pursue  the 
unlimited  foreign  policy  upon  which  we  are  now  embarked.  It  would 
be  folly  to  put  dollars  ahead  of  freedoms.  But  it  would  be  worse  folly 
to  ignore  the  fact  that  our  resources  are  not  unlimited;  that  we  cannot 
become  the  unlimited  “treasury”  as  well  as  the  “arsenal”  of  all  those 

I  who  may  choose  to  fight  the  Axis;  and  that  this  tax  bill — which  will 
probably  be  followed  by  a  lend-lease  request  for  added  billions  which 
will  consume  the  total  new  revenue  here  provided — puts  us  and  our 
Allies  on  notice  to  face  facts.  Although  this  bill  takes  every  possible 
penny  of  new  revenue  which  the  Senate  Finance  Committee  could  find, 
so  long  as  it  ignores  fundamental  changes  in  our  tax  system;  and 
although  it  will  fall  with  heavy  burden  on  all  our  people,  its  approxi¬ 
mate  4  billions  of  return  is  less  than  10  percent  of  our  appropriations 
and  commitments  for  this  fiscal  year.  No  crystal-gazing  is  required 
to  see  where  these  trends  lead.  This  bill  is  but  a  preview  of  the 
“belt  tightening”  which  lies  ahead  for  all  America.  To  this  extent, 
at  least,  it  is  a  contribution  to  candor  and  realism.  If  we  are  drawn  into 
a  shooting  war  the  burden  will  be  relatively  heavier.  These  consid¬ 
erations  will  become  utterly  inconsequential  if  we  are  attacked. 
Even  now  they  must  be  weighed  in  the  scales  of  relative  jeopardy. 
But  they  should  be  weighed.  This  bill  brings  the  war  home  to  the 
people  of  the  United  States.  Some  such  measure  is  inevitable;  and  it 
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must  be  accepted  as  inevitable  even  by  those  citizens  who  have  op¬ 
posed  the  policies  that  make  it  necessary. 

It  is  inevitable  for  another  reason.  This  war  and  defense  era  was 
preceded  by  an  8-year  nondefense  spending  spree  without  parallel 
in  the  history  of  the  world;  and  now  the  “chickens  are  coming  home  to 
roost.”  Our  people  are  now  loaded  down  with  a  burden  of  Federal 
taxation  which  is  50  percent  greater  than  even  was  required  to  pay 
our  World  War  bills.  From  July  1,  1933,  to  June  30,  1941,  this 
administration  has  already  spent  67  billions,  collected  40  billions  in 
revenues,  accumulated  a  combined  peacetime  deficit  of  27  billions, 
and  increased  the  public  debt  beyond  50  billions,  not  including 
collateral  guaranties.  Of  the  67  billions,  only  5  billions  can  possibly 
represent  extraordinary  defense  expenditures.  Our  debt  limit  already 
has  been  raised  from  45  to  65  billions.  We  are  on  our  way  to  100 
billions  (which  is  nearly  equal  to  the  assessed  valuation  of  all  the 
real  estate  in  the  United  States).  The  danger  inherent  in  this  situa¬ 
tion  was  defined  by  President  Roosevelt  himself  on  March  10,  1933, 
when  he  officially  reported  that  accumulated  deficits  of  only  5  billions 
had  put  us  “on  the  road  toward  bankruptcy”  and  when  he  promised 
that  if  he  was  given  his  “economy  bill”  (which  he  was)  “there  would 
be  reasonable  prospect  that  within  a  year  the  income  of  the  Govern¬ 
ment  will  be  sufficient  to  cover  the  expenditures  of  the  Government.” 
That  prospect  became  a  mirage.  Thrift  became  a  hissing  and  a 
byword.  Deficit-spending  became  a  passion.  Yet  it  never  ceased 
to  be  true,  as  asserted  by  the  President  on  March  10,  1933,  that  it 
“is  our  first  concern  to  make  secure  the  foundation”  of  the  public 
credit;  and  that  “most  liberal  governments  are  wrecked  on  the  rocks 
of  loose  fiscal  policy”. 

We  entered  upon  this  war  era — this  “defense  era” — tragically 
handicapped  by  this  inheritance.  There  is  no  consolation  in  recalling 
the  facts.  But  they  bear  upon  our  present  necessities.  They 
accumulate  the  reasons  why  this  Congress  dare  not  turn  its  back 
upon  a  new  tax  bill — to  be  followed  by  other  tax  bills — to  “make 
secure  the  foundation”  of  the  public  credit.  Nor  can  those  who 
consistently  opposed  this  orgy  of  peacetime  extravagance  dismiss 
this  necessity  on  the  grounds  that  it  was  none  of  their  doing.  We 
face  a  condition,  not  a  theory.  We  have  all  been  shoved  into  the 
same  boat.  We  must  all  face  the  bills  and  we  must  all  help  pay  them. 

The  Secretary  of  the  Treasury  told  us  last  April  that  he  would  not 
be  responsible  for  the  hazard  to  the  public  credit  unless  this  Congress 
had  the  courage  to  put  the  Nation  on  a  two-thirds  pay-as-you-go 
basis;  and,  without  regard  to  parties  or  politics,  we  all  acquiesced. 
That  called  for  a  $3,500,000,000  new  tax  bill — and  here  it  is,  plus. 

But  since  then,  the  Federal  expenditures  have  taken  another  flight — - 
and  many  more  flights  are  in  prospect  ere  this  fiscal  year  is  done. 
The  Secretary’s  pious  formula  is  already  out  the  window.  Although 
this  bill  climaxes  an  annual  public  revenue  at  least  50  percent  greater 
than  we  ever'  had  in  the  World  War — when  we  were  at  war — it  does 
not  approach  the  distinguished  Secretary’s  “two-thirds”  formula. 

It  would  probably  be  impossible  presently  to  do  much  more,  however, 
without  wrecking  our  internal  economy — and  our  internal  economy  is  ; 
probably  already  threatened  more  by  “priorities”  and  “price  controls”  J 
and  “curtailments”  and  “taxes”,  unless  these  factors  are  prudently  \ 
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administered,  than  it  will  ever  be  damaged  by  any  alien  tyrant-on- 
the-mareb.  But  this  only  serves  to  emphasize  two  propositions: 
First,  at  the  very  least  we  must  have  this  much  of  a  new  tax  bill; 
second,  we  must,  at  long  last,  institute  far-reaching  nondefense 
economies.  At  the  same  time  we  must  realistically  determine  bow 
far,  short  of  war,  we  can  underwrite  the  war  bills  of  the  world.  We 
owe  this  to  ourselves;  we  owe  it  to  those  abroad  who  must  not  be 
left  to  a  dangerous  disillusionment.  We  cannot  be  content  with  a 
bankrupt  Utopia. 

Nondefense  economies — plus  our  “money’s  worth,”  instead  of 
wild  waste,  in  defense  expenditures — are  just  as  important  as  new 
taxes  in  saving  this  situation.  We  have  had  practically  none  of  them 
to  date.  They  will  never  be  achieved  without  the  same  sort  of  stern 
executive  leadership  which  we  had  in  1933.  But  executive  leadership 
alone  is  not  enough.  Congress  must  cooperate.  The  one  and  only 
economy  veto  from  the  White  House  in  many  red-ink  months  was 
promptly  overridden  in  the  Senate.  These  are  dangerous  trends. 
It  is  a  desperately  dangerous  legislative  state  of  mind.  The  public 
credit  is  the  first  line  of  the  national  defense.  The  best  thing  about 
the  pending  bill  as  it  comes  from  the  Senate  Finance  Committee  is 
the  Bvrd  amendment  which  valiantly  struggles  toward  reduced  non¬ 
defense  expenditures.  But  it  is  only  a  national  anesthetic  unless  the 
President  and  Congress  highly  resolve  to  follow  the  hard  way  of  stop¬ 
ping  all  Federal  expenditures  which  are  not  indispensable.  We  must 
quit  the  free-and-easy  notion  that  the  Treasury  of  the  United  States 
is  inexhaustible.  We  must  quit  the  complacent,  convenient  notion 
of  the  last  prodigal  decade  that  debts  are  an  asset.  We  must  “go  to 
war”  against  our  spendthrifts  long  before  we  “go  to  war”  against 
another  enemy  3,000  miles  away.  We  may  be  relatively  rich.  But 
we  do  not  possess  Aladdin’s  lamp.  Simple  arithmetic  cannot  be 
repealed  even  by  the  New  Deal. 

But  there  will  still  remain  the  unescapable  need  for  $4,000,000,000 
in  new  revenue — and  more.  Therefore  a  tax  bill  to  this  end  is 
unavoidable — and  the  worst  kind  of  a  tax  bill  (which  this  probably 
is)  would  be  better  than  no  tax  bill  at  all.  No  relatively  incidental 
sacrifice  on  the  part  of  the  citizen,  as  a  result  of  this  bill,  could  be  as 
bad  as  his  sacrifice  if  we  should  neglect  the  need  for  additional  Federal 
revenues  under  the  circumstances.  The  result  of  any  such  blind 
course  would  be  the  collapse  of  our  capitalistic  system. 

There  can  be  no  denial  of  the  fact  that  this  bill  has  many  dangerous 
taxes  in  it.  They  eat  at  the  very  heart  of  our  domestic  economy. 
Many  of  these  new  taxes  are  highly  discriminatory.  The  burden 
is  not  fairly  spread.  The  reduction  in  personal  income  tax  brackets 
to  an  extreme  degree  is  highly  illusory  as  a  means  to  “spread  the 
burden.”  It  goes  down  into  incomes  which  cannot,  by  any  stretch  of 
the  imagination,  be  further  reduced.  Yet  it  takes  seven  times  as 
much  out  of  the  higher  brackets  as  it  does  out  of  the  lowest  brackets, 
and  really  becomes  a  device  to  pile  still  more  burdens  upon  that 
minority  of  Americans  who  already  pay  most  of  the  Nation’s  bills. 

The  Senate  Finance  Committee  voted  down  my  proposal  for  a 
general  manufacturer’s  sales  tax  as  a  substitute  for  many  of  these 
new,  discriminatory  taxes.  There  is  no  practical  way  that  I  can 
bring  this  issue  to  the  Senate  floor.  It  is  much  too  complicated  to  be 
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settled  on  the  Senate  floor.  But  I  venture  the  prophecy  that  some 
such  recourse  is  inevitable  within  another  12  months.  With  food, 
clothing,  and  medicine  exempted  from  such  a  tax — and  with  careful 
precautions  against  pyramiding — it  would  produce  a  minimum  of 
one  and  one-half  billion  dollars  at  5  percent;  and  yet,  according  to 
labor’s  own  statistics,  it  would  not  touch  80  percent  of  the  average 
wage  earner’s  annual  budget.  It  comes  far  closer  to  measuring 
“ability  to  pay”  than  any  other  new  tax  that  could  be  devised.  Yet 
it  would  create  a  “national  partnership”  in  this  business  of  salvaging 
America.  It  would  be  fair  and  just  to  all  concerned.  Either  it,  or  a 
“withholding  tax,”  must  soon  come  if  we  are  to  meet  this  fiscal 
challenge  which  is  just  as  real  and  far  more  imminent  than  anything 
which  threatens  from  abroad.  My  complaint  against  this  pending 
bill  is  its  failure  to  go  to  fundamentals  in  meeting  this  emergency. 
We  cannot  much  longer  ignore  tax  fundamentals.  Our  whole  citizen¬ 
ship  must  join  in  paying  these  bills.  There  is  no  other  way.  We 
have  only  started  to  pay  in  this  pending  bill.  And  we  have  “started” 
in  the  same  old,  familiar,  habitual  way — namely,  by  picking  out  the 
easiest  and  most  convenient  tax  targets  and  giving  them  another 
blast.  Yet  I  recognize  the  parliamentary  fact  that  this  bill  must  go 
to  conference  with  the  House  and  that  the  Senate  could  not  hope  to 
succeed  in  substituting  entirely  new  formulas.  And  there  must  be 
action  with  least  possible  delay  because  we  are  losing  $3,000,000  a  day 
in  sadly  needed  revenue  every  day  that  the  final  enactment  of  this 
measure  is  postponed. 

I  shall  reluctantly  support  the  bill,  if  at  all,  only  because  any  bill 
could  not  possibly  be  worse  than  no  bill  at  all  in  view  of  the  truly 
desperate  fiscal  emergency  which  the  Federal  Treasury  confronts.  I 
shall  hope  to  see  it  improved  before  final  Senate  action.  But  it  can 
never  be  rid  of  its  inherent  vice  until  Congress  is  prepared  to  face  the 
realities  to  which  I  have  referred. 

I  cannot  conclude  this  expression  of  my  minority  views  without 
paying  my  tribute  to  the  new  chairman  of  the  Senate  Finance  Com¬ 
mittee,  the  distinguished  Senator  from  Georgia,  Air.  George,  who  has 
a  completely  sound  conception  of  national  finance  and  who,  within 
the  limitations  with  which  he  is  surrounded,  may  always  be  trusted  to 
serve  the  best  welfare  of  the  people  of  the  United  States. 
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AMENDMENT 

Intended  to  be  proposed  by  Mr.  Vandenberg  to  the  bill  (H.  K. 
5417)  to  provide  revenue,  and  for  other  purposes,  viz: 
Insert  at  the  appropriate  place  the  following  new  section: 

1  SEC.  .  DEDUCTIONS  FOR  ESTATE  TAX  INSURANCE  AND 

2  ESTATE  TAX  PREPAYMENTS. 

3  The  Internal  Revenue  Code  is  amended  by  adding  after 

4  section  813  the  following  new  section : 

5  “SEC.  814.  DEDUCTIONS  FOR  ESTATE  TAX  INSURANCE  AND 

G  ESTATE  TAX  PREPAYMENTS. 

7  “  (a)  General  Rltle. — In  determining  the  value  of  the 

8  net  estate,  there  shall  be  deducted,  in  addition  to  the  deduc- 

9  tions  provided  by  section  812 — 

10  “  (1)  The  proceeds  (to  the  extent  included  in  gross 
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1  estate  )  of  life  insurance  policies  payable  to  and  received 

2  by  the  Treasurer  of  the  United  States  in  trust  for  the 

3  payment  of  estate,  inheritance,  succession,  legacy,  or 

4  other  death  taxes  levied  by  the  United  States  against  or 

5  with  respect  to  the  estate  of  the  decedent  ;  and 

6  “(2)  Amounts  paid  into  the  Treasury  in  the  man- 

7  ner  provided  in  this  section  by  or  on  behalf  of  the  de- 

3  cedent  in  anticipation  of  the  liability  for  such  taxes 

9  imposed  against  or  with  respect  to  the  estate  of  the 

10  decedent. 

11  “  (b)  Limitation  on  Deductions. — With  respect  to 

12  the  life  insurance  policies  referred  to  under  paragraph  (a) 

13  (1)  of  this  section,  the  deduction  shall  be  allowed  only 
11  in  the  event  that  the  premium-paying  period  provided  in  the 

15  policy  is  not  less  than  ten  years  and  the  premiums  are  sub- 

16  stantially  equal  in  amount  for  each  of  the  first  ten  years  of 
11  the  life  of  the  policy,  and  not  more  than  one  year’s  premium 

18  has  been  paid  in  advance.  With  respect  to  the  prepayments 

19  of  tax  referred  to  in  paragraph  (a)  (2),  the  deduction  shall 

20  be  allowed  only  in  the  event  that  the  payments  are  in  equal 

21  annual  amounts  and  are  spread  over  a  ten-year  period.  No. 

22  deduction  shall  be  allowed  under  this  section  in  the  event  that 

23  tbe  net  estate  of  the  decedent,  after  such  deductions  provided 
21  for  in  this  section,  would  exceed  $200,000,  or  the  aggregate 
25  annual  premiums  and  prepayments  exceed  $25,000.  In  no 
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event  shall  the  total  deduction  under  this  section  exceed 

$100,000. 

“(c)  Treatment  of  Excess  Amounts— The  excess 
of  the  insurance  proceeds  or  the  tax  prepayments  over  the 
amount  of  the  actual  tax  liability  computed  without  regard 
to  this  subsection  shall  be  taxed  separately  at  the  same 
rate  as  would  be  applicable  if  such  amount  were  added  to 
the  net  estate.  Any  balance  remaining  after  satisfaction  of 
the  total  tax,  including  the  separate  tax  provided  for  in  this 
subsection,  shall  be  accounted  for  (without  interest)  to  the 
executor  or  administrator  of  the  decedent  for  the  benefit 
of  the  persons  entitled  thereto. 

“(d)  Issuance  of  Anticipation  Receipts. — The 
Secretary  of  the  Treasury  is  hereby  authorized  to  accept 
prepayments  of  estimated  Federal  estate,  inheritance,  suc¬ 
cession,  legacy,  or  other  taxes  and  issue  in  exchange  therefor 
Federal  tax  anticipation  receipts  which  shall  not  bear  inter¬ 
est,  but  shall  be  redeemable  at  face  value  upon  presentation 
by  the  original  holder.  Upon  the  death  of  the  decedent 
the  Secretary  shall  accept  such  anticipation  receipts  in  satis¬ 
faction  in  whole  or  in  part  of  the  tax  levied  against  or  with 
respect  to  the  estate  of  the  decedent. 
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September  3  (legislative  day,  September  2) ,  1941 
Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  Downey  to  the  bill  (H.  E. 
5417)  to  provide  revenue,  and  for  other  purposes,  viz:  At 
the  end  of  the  bill  insert  the  following;  new  title : 

1  TITLE  VII— AMENDMENTS  TO  SOCIAL 

2  SECURITY  ACT 

3  SEC.  801.  GENERAL  PENSIONS. 

4  Title  1  of  the  Social  Security  Act,  as  amended,  is 

5  amended  to  read  as  follows: 

6  “TITLE  I— GRANTS  TO  STATES  FOR  GENERAL 

7  PENSIONS 

8  “appropriation 

9  “Section  1.  (a)  For  the  purpose  of  providing  general 


10  pensions  to  citizens  of  the  United  States  who  are  sixty  years 
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of  age  or  over,  there  is  hereby  authorized  to  be  appropriated 
for  each  fiscal  year,  beginning  with  the  fiscal  year  commenc¬ 
ing  July  1,  1942,  such  sums  as  may  be  necessary  to  carry 
out  such  purpose  in  accordance  with  the  provisions  of  this 
title.  The  sums  made  available  under  this  section  shall 
be  used  for  making  payments  to  States  which  have  submitted, 
and  had  approved  by  the  Social  Security  Board  established 
by  title  VII  (hereinafter  referred  to  as  the  Board),  State 
plans  to  administer  such  payments. 

“(b)  Any  money  appropriated  pursuant  to  the  author¬ 
ization  contained  in  this  section  shall,  insofar  as  practicable, 
be  borrowed  from  the  Federal  Old-Age  and  Survivors  Insur¬ 
ance  Trust  Fund.  Special  obligations  shall  be  issued  to  such 
trust  fund,  in  accordance  with  the  provisions  of  section  201 
(c) ,  in  an  amount  equal  to  the  amount  so  borrowed. 

“STATE  PLANS  FOR  ADMINISTRATION 
“Sec.  2.  (a)  A  State  plan  for  the  administration  of 
general  pensions  must  (1)  either  provide  for  the  establish¬ 
ment  or  designation  of  a  single  State  agency  to  administer 
the  plan,  or  provide  for  the  establishment  or  designation  of 
a  single  State  agency  to  supervise  the  administration  of  the 
plan;  (2)  provide  for  granting  to  any  individual,  whose 
claim  for  pension  is  denied,  an  opportunity  for  a  fair  hearing 
before  such  State  agency;  (3)  provide  such  methods  of 
administration  (including  methods  relating  to  the  establish- 
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nient  and  maintenance  of  personnel  standards  on  a  merit 
basis,  except  that  the  Board  shall  exercise  no  authority  with 
respect  to  the  selection,  tenure  of  office,  and  compensation 
of  any  individual  employed  in  accordance  with  such  methods) 
as  are  found  by  the  Board  to  be  necessary  for  the  proper  and 
efficient  operation  of  the  plan;  (4)  provide  that  the  State 
agency  will  make  such  reports,  in  such  form  and  containing 
such  information,  as  the  Board  may  from  time  to  time  require, 
and  comply  with  such  provisions  as  the  Board  may  from  time 
to  time  find  necessary  to  assure  the  correctness  and  verifica¬ 
tion  of  such  reports;  (5)  provide  safeguards  which  re¬ 
strict  the  use  or  disclosure  of  information  concerning  appli¬ 
cants  and  pensioners  to  purposes  directly  connected  with  the 
administration  of  such  pension;  (6)  beginning  with  the 
period  commencing  July  1,  1942,  provide  for  the  pay¬ 
ment  of  general  pensions  of  not  less  than  $20  per  month, 
and  with  the  period  commencing  January  1,  1944,  provide 
for  the  payment  of  general  pensions  of  not  less  than  $30  per 
month,  to  each  United  States  citizen  who  has  made  applica¬ 
tion  for  such  pension  and  who,  at  the  time  of  such  payment, 
is  a  resident  of  such  State,  is  sixty  years  of  age  or  older, 
and  is  not  an  inmate  of  a  public  institution;  (7)  provide  that 
any  such  citizen  who  for  any  month  receives  a  Federal  Old- 
Age  and  Survivors  Insurance  Benefit  Payment  under  title 
II  of  the  Social  Security  Act  or  an  annuity  under  the  Railroad 
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Retirement  Act  of  1935  or  1937  shall  not  be  entitled  to  re¬ 
ceive  such  pension  for  such  month;  and  (8)  provide  that  if 
any  such  citizen  or  his  or  her  spouse,  if  such  citizen  is  de¬ 
pendent  upon  and  supported  hy  said  spouse,  during  any 
month  engages  in  any  occupation,  trade,  business,  profession, 
or  other  activity  from  which  a  profit,  wage,  compensation,  or 
other  remuneration  is  realized  or  expected  (other  than  the 
performance  of  services  in  a  private  home  for  room  and  board 
and  other  than  the  collection  of  interest,  rents,  or  other  reve¬ 
nues  from  his  or  her  own  investments) ,  such  citizen  shall  not 
be  entitled  to  receive  such  pension  for  such  month. 

“  (b)  The  Board  shall  approve  any  plan  which  fulfills 
the  conditions  specified  in  subsection  (a) . 

“payment  to  states 

“Sec.  3.  (a)  From  the  sums  appropriated  therefor, 
the  Secretary  of  the  Treasury  shall  pay  to  each  State  which 
has  an  approved  plan  for  the  administration  of  general  pen¬ 
sions,  for  each  quarter,  beginning  with  the  quarter  com¬ 
mencing  July  1,  1942,  (1)  an  amount,  which  shall  he  used 
exclusively  to  pay  general  pensions,  equal  to  the  product  of 
$20  multiplied  by  the  total  number  of  pensions  paid  during 
such  quarter,  and  (2)  an  amount  equal  to  one-half  of  the 
total  of  the  sums  expended  during  such  quarter  as  found 
necessary  by  the  Board  for  the  proper  and  efficient  admin¬ 
istration  of  the  State  plan,  which  amount  shall  be  used  for 
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paying  the  costs  of  administering  the  State  plan  or  for  gen¬ 
eral  pensions,  or  both,  and  for  no  other  purpose:  Provided, 
That  for  each  quarter  beginning  with  the  quarter  commenc¬ 
ing  January  1,  1944,  the  amount  provided  for  in  clause 
(1)  shall  he  increased  to  an  amount  equal  to  the  product 
of  $30  multiplied  by  the  total  number  of  pensions  paid 
during  such  quarter. 

“  (b)  The  method  of  computing  and  paying  such 
amounts  shall  he  as  follows: 

“  ( 1 )  The  Board  shall,  prior  to  the  beginning  of 
each  quarter,  estimate  the  amount  to  be  paid  to  the 
State  for  such  quarter  under  the  provisions  of  subsection 
(a),  such  estimate  to  he  based  on  (A)  a  report  filed 
by  the  State  containing  its  estimate  of  the  total  sum 
to  be  expended  in  such  quarter  in  accordance  with  the 
provisions  of  such  subsection,  (B)  records  showing  the 
number  of  United  States  citizens  in  the  State  who  are 
sixty  years  of  age  or  older,  and  (C)  such  other  inves¬ 
tigation  as  the  Board  may  find  necessary. 

“  (2)  The  Board  shall  then  certify  to  the  Secretary 
of  the  Treasury  the  amount  so  estimated  by  the  Board, 
reduced  or  increased,  as  the  case  may  be,  by  any  sum 
by  which  it  finds  that  its  estimate  for  any  prior  quarter 
was  greater  or  less  than  the  amount  which  should  have 
been  paid  to  the  State  under  subsection  (a)  for  such 
A  H.  B.  5417 - 2 
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quarter,  or  by  any  sum  by  which  it  finds  that  its  estimate 
for  any  quarter  prior  to  July  1,  1942,  was  greater  or  less 
than  the  amount  which  should  have  been  paid  to  the 
State  for  such  quarter  under  the  provisions  of  law  in 
effect  prior  to  such  date,  except  to  the  extent  that  such 
sum  has  been  applied  to  make  the  amount  certified  for 
any  prior  quarter  greater  or  less  than  the  amount  esti¬ 
mated  by  the  Board  for  such  prior  quarter. 

“(3)  The  Secretary  of  the  Treasury  shall  there¬ 
upon,  through  the  Division  of  Disbursement  of  the 
Treasury  Department  and  prior  to  audit  or  settlement  by 
the  General  Accounting  Office,  pay  to  the  State,  at  the 
time  or  times  fixed  by  the  Board,  the  amount  so  certified. 

“operation  oe  state  plans 
“Sec.  4.  In  the  case  of  any  State  plan  for  the  admin¬ 
istration  of  general  pensions  which  has  been  approved  by  the 
Board,  if  the  Board,  after  reasonable  notice  and  opportunity 
for  hearing  to  the  State  agency  administering  or  supervising 
the  administration  of  such  plan,  finds — 

“(I)  that  the  plan  has  been  so  changed  as  to  in¬ 
clude  any  requirement  not  provided  for  in  section  2  (a), 
or 

“(2)  that  in  the  administration  of  the  plan  there 
is  a  failure  to  comply  substantially  with  any  provision 
required  by  section  2  (a)  to  be  included  in  the  plan; 
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the  Board  shall  notify  such  State  agency  that  further  pay¬ 
ments  will  not  be  made  to  the  State  until  the  Board  is  satis¬ 
fied  that  such  additional  requirement  is  no  longer  so  imposed, 
and  that  there  is  no  longer  any  such  failure  to  comply.  Until 
it  is  so  satisfied  it  shall  make  no  further  certification  to  the 
Secretary  of  the  Treasury  with  respect  to  such  State.” 

Sec.  802.  (a)  Subsections  (a),  (b)  (1),  (d)  (l),and 
(f)  (1)  of  section  202  of  such  Act  are  amended  by  strik¬ 
ing  out  “sixty-five”  and  inserting  in  lieu  thereof  “sixty”. 

(b)  Section  202  (b)  (1)  of  such  Act  is  amended  by 
striking  out  “one-half  of”  wherever  it  appears  therein. 

(c)  Section  202  (b)  (2)  of  such  Act  is  amended  by 
striking  out  the  words  “one-half  of  a  primary  insurance  bene¬ 
fit  of  her  husband”  and  inserting  in  lieu  thereof  “a  primary 
insurance  benefit  of  her  husband”. 

(d)  Section  202  (d)  (1)  is  amended  by  striking  out 
“three-fourths  of”  wherever  it  appears  therein. 

(e)  Section  202  (d)  (2)  of  such  Act  is  amended  by 
striking  out  the  words  “three-fourths  of  a  primary  insurance 
benefit  of  her  deceased  husband”  and  inserting  in  lien  thereof 
“a  primary  insurance  benefit  of  her  deceased  husband”. 

(f)  Section  202  (f)  (2)  of  such  Act  is  amended  by 
adding  after  the  words  “one-half  <*1  a  primary  insurance  bene¬ 
fit  of  such  deceased  individual”  the  words  “or  $30,  whichever 
is  greater”. 
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Sec.  803.  (a)  Subsection  (a)  of  section  203  of  such 
Act  is  amended  by  striking  out  “$20”  wherever  it  appears 
therein  and  inserting  in  lieu  thereof  “$60”. 

(b)  Subsection  (b)  of  such  section  is  hereby  repealed. 

Sec.  804.  The  last  sentence  of  section  209  (e)  (2)  is 
amended  to  read  as  follows:  “Where  the  primary  insurance 
benefit  thus  computed  is  less  than  $30,  such  benefit  shall 
be  $30.” 

Sec.  805.  Subsection  (g)  of  section  209  of  such  Act  is 
amended  bv  striking  out  “sixty-five”  and  inserting  in  lieu 
thereof  “sixty”. 

Sec.  806.  (a)  Subsections  (i)  and  (k)  of  section  209  of 
such  Act  are  amended  by  striking  out  “sixty”  wherever  it 
appears  therein  and  inserting  in  lieu  thereof  “fifty-five”. 

(b)  The  amendments  made  by  this  section  shall  not  be 
applicable  to  a  wife  or  child  who  became  entitled  to  an  insur¬ 
ance  benefit  prior  to  the  effective  date  of  this  section. 

Sec.  807.  The  last  sentence  of  section  209  (g)  of  such 
Act  is  amended  to  read  as  follows:  “In  any  case  where  an 
individual  has  received  in  a  calendar  year  $200  or  more  in 
wages,  each  quarter  of  such  }rear  shall  be  deemed  a  quarter 
of  coverage,  excepting  any  quarter  in  such  year  in  which  such 
individual  dies  or  becomes  entitled  to  a  primary  insurance 
benefit  and  any  quarter  succeeding  such  quarter  in  which  he 
died  or  became  so  entitled.” 
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Sec.  808.  Section  1400  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“SEC.  1400.  RATE  OF  TAX. 

“In  addition  to  other  taxes,  there  shall  he  levied,  col¬ 
lected,  and  paid  upon  the  income  of  every  individual  a 
tax  equal  to  the  following  percentages  of  the  wages  (as 
defined  in  section  1426  (a)  )  received  by  him  after  De¬ 
cember  31,  1936,  with  respect  to  employment  (as  defined 
in  section  1426  (b)  )  after  such  date: 

“  ( 1 )  With  respect  to  wages  received  during  the  calen¬ 
dar  years  1939,  1940,  1941,  and  1942,  the  rate  shall  be 
1  per  centum. 

“(2)  With  respect  to  wages  received  during  the  calen¬ 
dar  year  1943,  the  rate  shall  be  2  per  centum. 

“(3)  With  respect  to  wages  received  after  December 
31,  1943,  the  rate  shall  he  3  per  centum”. 

Sec.  809.  Section  1410  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“SEC.  1410.  RATE  OF  TAX. 

“(a)  In  addition  to  other  taxes,  every  employer  shall 
pay  an  excise  tax,  with  respect  to  having  individuals  in  his 
employ,  equal  to  the  following  percentages  of  the  wages 
(as  defined  in  section  1426  (a)  )  paid  by  him  after  December 
31,  1936,  with  respect  to  employment  (as  defined  in  section 


1426  (b)  )  after  such  date: 
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“  ( 1 )  With  respect  to  wages  paid  during  the  calendar 
years  1939,  1940,  1941,  and  1942,  the  rate  shall  be  1  per 
centum. 

“(2)  With  respect  to  wages  paid  during  the  calendar 
year  1943,  the  rate  shall  be  2  per  centum. 

“(3)  With  respect  to  wages  paid  after  December  31, 
1943,  the  rate  shall  be  3  per  centum.” 

Sec.  810.  The  amendments  made  by  sections  2,  3,  4, 
5,  6,  and  7  shall  be  applicable  with  respect  to  the  individuals 
receiving  Old-Age  and  Survivors  Insurance  benefit  payments 
on  July  1,  1942,  but  shall  not  be  construed  to  increase  any 
such  benefit  payments  which  became  due  prior  to  such  date. 

Sec.  811.  Sections  801,  802,  803,  804,  805,  806,  and 
807  shall  take  effect  on  July  1,  1942;  and  sections  808  and 
809  shall  take  effect  on  January  1,  1942. 
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77th  CONGRESS 
1  st  Session 


H.  R.  541 7 


IN  THE  SENATE  OF  THE  UNITED  STATES 


September  3  (legislative  day,  September  2),  1941 
Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 


Intended  to  be  proposed  by  Mr.  La  Follette  to  the  bill  (H.  E. 
5417)  to  provide  revenue,  and  for  other  purposes,  viz : 

1  On  pages  52  and  53,  in  lieu  of  the  schedule  proposed  to 

2  be  inserted  by  the  committee  amendment,  insert  the  following 


3 


schedule : 

“If  the  net  estate  is: 

Not  over  $5,000 _ 

Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000 but  not  over  $20,000__ 

Over  $20,000  but  not  over  $30,000__ 

Over  $30,000  but  not  over  $40,000 _ 

( )ver  $40,000  but  not  over  $60,000 _ 

( )ver  $60,000  but  not  over  $80,000__ 

Over  $80,000  but  not  over  $100,000- 

Over  $100,000  but  not  over 
$150,000. 


The  tentative  tax  shall  be: 

4%  of  the  net  estate. 

$200,  plus  8%  of  excess  over  $5,000. 

$600.  plus  13%  of  excess  over 
$10,000. 

$1,900,  plus  17%  of  excess  over 
$20,000. 

$3,600,  plus  22%  of  excess  over 
$30,000. 

$5,800,  plus  25%  of  excess  over 
$40,000. 

$10,800,  plus  28%  of  excess  over 
$60,000. 

$16,400,  plus  31%  of  excess  over 
$80,000. 

$22,600,  plus  34%  of  excess  over 
$100,000. 
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“If  the  net  estate  is:  The  tentative  tax  shall  be: 


Over  $150,000 
$200,000. 

but 

not 

over 

$39,600,  plus  37%  of  excess  over 
$150,000. 

Over  $200,000 
$250,000. 

but 

not 

over 

$58,100,  plus  40%  of  excess  over 
$200,000. 

Over  $250,000 
$300,000. 

but 

not 

over 

$78,100,  plus  44%  of  excess  over 
$250,000. 

Over  $300,000 
$500,000. 

but 

not 

over 

$100,100,  plus  48%  of  excess  over 
$300,000. 

Over  $500,000 
$1,000,000. 

but 

not 

over 

$196,100,  plus  52%  of  excess  over 
$500,000. 

Over  $1,000,000 
$2,000,000. 

but 

not 

over 

$456,100,  plus  54%  of  excess  over 
$1,000,000. 

Over  $2,000,000 
$3,000,000. 

but 

not 

over 

$996,100,  plus  56%  of  excess  over 
$2,000,000. 

Over  $3,000,000 
$4,000,000. 

but 

not 

over 

$1,556,100,  plus  58%  of  excess  over 
$3,000,000. 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

$2,136,100,  plus  61%  of  excess  over 
$4,000,000. 

Over  $5,000,000 
$6,000,000. 

but 

not 

over 

$2,746,100,  plus  63%  of  excess  over 
$5,000,000. 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$3,376,100,  plus  65%  of  excess  over 
$6,000,000. 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$4,026,100,  plus  67%  of  excess  over 
$7,000,000. 

Over  $8,000,000 
$9,000,000. 

but 

not 

over 

$4,696,100,  plus  69%  of  excess  over 
$8,000,000. 

Over  $9,000,000 
$10,000,000. 

but 

not 

over 

$5,386,100,  plus  71%  of  excess  over 
$9,000,000. 

Over  $10,000,000 
$20,000,000. 

but 

not 

over 

$6,096,100,  plus  73%  of  excess  over 
$10,000,000. 

Over  $20,000,000 
$50,000,000. 

but 

not 

over 

$13,396,100,  plus  75%  of  excess  over 
$20,000,000. 

Over  $50,000,000 

$35,896,100,  plus  77%  of  excess  over 
$50,000,000.” 

On  page  54, 

between  lines  3  and  4,  insert  the  following 

new  subsection : 


“(b)  Exemption  Reduced.— Section  935  (b)  of  the 
Internal  Revenue  Code  is  amended  by  striking  out  ‘$40,000’ 
and  inserting  in  lieu  thereof  ‘$25,000’.” 

On  page  54,  line  4,  strike  out  “  (b)  ”  and  in  lieu  thereof 
insert  “(c)”. 

On  page  54,  between  lines  5  and  6,  insert  the  following 
subsection : 

“(d)  Insurance  Exemption  for  Estate  Taxes 
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Reduced. — Section  Hi  L  (g)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  ‘$40,000’  and  inserting  in  lieu 
thereof  ‘$25,000’.” 

On  page  54,  line  0,  strike  out  “  (c)  ”  and  in  lieu  thereof 
insert  “(e)”;  and  in  the  same  line,  strike  out  “(a)  and 
(b)  ”  and  in  lien  thereof  insert  “(a),  (b),  (c),  and  (<!)  ”. 

On  pages  55  and  50,  in  lieu  of  the  rate  schedule  pro¬ 
posed  to  he  inserted  by  the  committee  amendment  insert  the 
following : 

“If  the  net  gifts  are:  The  tax  shall  be: 

Not  over  $5,000 _  3%  of  the  net  gifts. 

Over  $5,000  but  not  over  $10,000 $150,  plus  6%  of  excess  over  $5,000. 

Over  $10,000  but  not  over  $20,000_  _  $450,  plus  9f%  of  excess  over 

$10,000. 

Over  $20,000  but  not  over  $30,000_  _  $1,425,  plus  12f%  of  excess  over 

$20,000. 

Over  $30,000  but  not  over  $40 ,000 _  $2,700,  plus  164%  of  excess  over 

$30,000. 

Over  $40,000 but  not  over  $60,000 _  $4,350,  plus  18|%  of  excess  over 

$40,000. 


Over  $60,000  but  not  over  $80,000__ 


Over  $80,000  but  not  over  $100,000- 


Over  $100,000 
$150,000. 

but 

not 

over 

Over  $150,000 
$200,000. 

but 

not 

over 

Over  $200,000 
$250,000. 

but 

not 

over 

( )ver  $250,000 
$300,000. 

but 

not 

over 

Over  $300,000 
$500,000. 

blit 

not 

over 

Over  $500,000 
$1,000,000. 

but 

not 

over 

Over  $1,000,000 
$2,000,000. 

but 

not 

over 

Over  $2,000,000 
$3,000,000. 

but 

not 

over 

Over  $3,000,000 
$4,000,000. 

but 

not 

over 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

$8,100,  plus  21%  of  excess  over 
$60,000. 

$12,300,  plus  234%  of  excess  over 
$80,000. 

$16,950,  plus  25J%  °f  excess  over 

$100,000. 

$29,700,  plus  27f%  of  excess  over 
$150,000. 

$43,575,  plus  30%  of  excess  over 

$200,000. 

$58,575,  plus  33%  of  excess  over 
$250,000. 

$75,075,  plus  36%  of  excess  over 
$300,000. 

$147,075,  plus  39%  of  excess  over 
$500,000. 

$342,075,  plus  404%  of  excess  over 

$1,000,000. 

$747,075,  plus  42%  of  excess  over 

$2,000,000. 

$1,167,075,  plus  434%  of  excess  over 
$3,000,000. 

$1,602,075,  plus  45f%  of  excess  over 
$4,000,000. 
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“If  the  net  gifts  are :  The  tax  shall  be : 


Over  $5,000,000 
$6,000,000. 

but 

not 

over 

$2,059,575,  plus  47-|%  of  excess  over 
$5,000,000. 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$2,532,075,  plus  48f  %  of  excess  over 
$6,000,000. 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$3,019,575,  plus  50|%  of  excess.over 
$7,000,000. 

Over  $8,000,000 
$9,000,000. 

but 

not 

over 

$3,522,075,  plus  51|%  of  excess  over 
$8,000,000. 

Over  $9,000,000 
$10,000,000. 

but 

not 

over 

$4,039,575,  plus  53f  %  of  excess  over 
$9,000,000. 

( )ver  $10,000,000 
$20,000, OOO. 

but 

not 

over 

$4,572,075,  plus  54f  %  of  excess  over 
$10,000,000. 

Over  $20,000,000 
$50,000,000. 

but 

nol 

over 

$10,047,075,  plus  56|-%  of  excess 
over  $20,000,000. 

( )ver  $50,000,000 

$26,922,075,  plus  57^%  of  excess 
over  $50,000,000.” 

On  page  56, 

aftei 

'  the 

rate 

schedule,  insert  the  following 

2  new  subsection: 

3  “(J»)  Exemption  Reduced. — Section  1004  (a)  (i) 

4  of  the  Internal  Revenue  Code  is  amended  by  striking  out 

5  ‘$40,000’  and  inserting  in  lieu  thereof  ‘$25,000’.” 

G  On  page  56,  line  1,  strike  out  “  (b)  ”  and  in  lieu  thereof 
7  insert  “(c)”. 

3  On  page  56,  line  16,  strike  out  “  (c)  ”  and  in  lieu  thereof 
0  insert  “(d)”. 
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CONGRESSIONAL  RECORD— SEN 


v.  Mr.  BARKLEY.  I  announce  that  the 
senator  from  Washington  [Mr.  Bone], 
the  Senator  from  Virginia  [Mr.  Glass], 
the  Sehator  from  North  Carolina  [Mr. 
Reynolds! •,  and  the  Senator  from  New 
York  [Mr.  Wagner]  are  absent  from  the 
Senate  because  of  illness. 

The  Senator  from  Michigan  [Mr. 
Brown],  the  Senator  from  New  Mexico 
[Mr.  Chavez],  the  Senator  from  Dela¬ 
ware  [Mr.  Hughes],  the  Senator  from 
Illinois  [Mr.  Lucas],  the  Senator  from 
Tennessee  [Mr.  McKellar],  the  Senator 
from  Utah  [Mr.  Murdock],  the  Senator 
from  Florida  [Mr.  Pepper],  the  Senator 
from  Tennessee  [Mr.  Stewart],  the 
Senator  from  Oklahoma  [Mr.  Thomas], 
and  the  Senator  from  Montana  [Mr. 
Wheeler]  are  necessarily  absent. 

The  Senator  from  Montana  [Mr.  Mur¬ 
ray]  is  detained  on  official  business  in  the 
State  of  Montana. 

The  Senator  from  New  York  [Mr. 
Mead],  the  Senator  from  Missouri  [Mr. 
Truman],  and  the  Senator  from  Wash¬ 
ington  [Mr.  Wallgren]  are  engaged  in 
holding  hearings  on  behalf  of  the  Com¬ 
mittee  to  Investigate  the  National  De¬ 
fense  Program. 

The  Senator  from  Kentucky  [Mr. 
Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

Mr.  AUSTIN.  The  Senator  from  Min¬ 
nesota  [Mr.  Ball],  the  Senator  from 
South  Dakota  [Mr.  Gurney],  the  Sena¬ 
tor  from  Massachusetts  [Mr.  Lodge],  the 
Senator  from  Kansas  [Mr.  Reed],  and 
the  Senator  from  Minnesota  [Mr.  Ship- 
stead]  are  necessarily  absent. 

The  Senator  from  Indiana  [Mr.  Wil¬ 
lis]  is  absent  because  of  a  personal 
injury. 

The  VICE  PRESIDENT.  Sixty-eight 
Senators  have  answered  to  their  names. 
A  quorum  is  present. 

EXECUTIVE  COMMUNICATION 

The  VICE  PRESIDENT  laid  before  the 
Senate  the  following  letter,  which  was 
referred  as  indicated: 

Disposition  op  Executive  Papers 

Letters  from  the  Archivist  of  the  United 
States,  transmitting,  pursuant  to  law,  lists 
of  papers  and  documents  on  the  files  of  the 
Departments  of  the  Treasury  (2),  War,  Navy 
(3),  Agriculture,  and  Commerce  (2);  the 
Executive  Office  of  the  President,  the  Federal 
Security  Agency,  the  Social  Security  Board 
(2),  the  Federal  Works  /Agency,  Work  Proj- 

I  United  States  Hous- 
1  the  United  States 
hich  are  not  needed 
siness  and  have  no 
itorical  interest,  and 
g  to  their  disposition 
;  papers);  to  a  Joint 
the  Disposition  of 
ve  Departments. 

SNT  appointed  Mr. 
wster  members  of 
part  of  the  Senate. 
MEMORIALS 

presented  and  re- 

1 1  signed,  of  sundry 
irsons,  and  St.  John, 
nactment  of  the  bill 
le  common  defense  in 
alcoholic  liquors  to 
d  and  naval  forces  of 


the  United  States  and  to  provide  for  the  sup¬ 
pression  of  vice  in  the  vicinity  of  military 
camps  and  naval  establishments;  to  the  table. 

By  Mr.  VANDENBERG: 

A  memorial  of  sundry  citizens  of  Kent 
County  and  vicinity,  in  the  State  of  Michigan, 
remonstrating  against  the  impo  ition  of  a 
49-cent  penalty  on  wheat  quotas  for  1941;  to 
the  Committee  on  Agriculture  and  Forestry. 

A  resolution  of  the  City  Council  of  Sagi¬ 
naw,  Mich.,  approving  the  application  for 
Federal  aid  in  the  construction  of  a  new  hos¬ 
pital  unit  heretofore  filed  by  the  Board  of 
Supervisors  of  the  County  of  Saginaw;  to  the 
Committee  on  Appropriations. 

A  memorial  of  sundry  citizens  of  Ludington, 
Mich.,  remonstrating  against  the  United 
States  entering  any  foreign  war,  to  the  Com¬ 
mittee  on  Foreign  Relations. 

A  petition  of  sundry  citizens  of  Escanaba 
and  vicinity,  in  the  State  of  Michigan,  pray¬ 
ing  for  tli'd  enactment  of  Senate  bill  1466,  to 
amend  the  disability  provision  of  the  Rail¬ 
road  Retirement  Act,  etc.;  to  the  Committee 
on  Interstate  Commerce. 

Memorials  of  sundry  citizens  of  the  State 
of  Michigan,  remonstrating  against  the 
enactment  of  the  bill  (S.  860)  to  provide  for 
the  common  defense  in  relation  to  the  sale 
of  alcoholic  liquors  to  the  members  of  the 
land  and  naval  forces  of  the  United  States 
and  to  provide  for  the  suppression  of  vice  in 
the  vicinity  of  military  camps  and  naval  es¬ 
tablishments;  to  the  table. 

REVENUE  ACT  OF  1941  —  INDIVIDUAL 

VIEWS  OF  MR.  VANDENBERG  (PT.  4  OF 

S.  REPT.  NO.  673) 

Mr.  VANDENBERG.  Mr.  President,  as 
a  member  of  the  Finance  Committee,  I 
wish  to  submit,  on  my  own  behalf,  mi¬ 
nority  views  respecting  the  pending  tax 
bill.  I  ask  that  my  individual  minority 
views  may  be  printed  in  report  form. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  it  is  so  ordered. 

Mr.  VANDENBERG.  I  desire  to  make 
a  further  request.  Inasmuch  as  the  de¬ 
bate  on  the  tax  bill  will  cost  the  Govern¬ 
ment  $3,000,000  a  day — that  being  the 
loss  of  revenue  each  day  the  conclusion 
of  action  is  postponed — and  I  am  anxious 
to  expedite  consideration  as  much  as  I 
can,  I  shall  be  content,  so  far  as  an  ex¬ 
pression  of  my  own  views  is  concerned, 
if  I  may  be  permitted  to  have  this  brief 
report  printed  in  body  type  in  the  Record 
at  this  point  in  my  remarks;  and  I  make 
that  request. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  it  is  so  ordered. 

The  individual  views  submitted  by  Mr. 
Vandenberg  are  as  follows: 

In  the  total  tax  raised  by  the  pending 
measure,  some  such  measure  is  inevitable  if 
there  is  to  be  any  pretense  of  protecting  the 
public  credit.  It  is  inevitable  because  there 
is  no  inexpensive  way  to  go  to  war  or  to  pre¬ 
pare  for  war.  It  is  inevitable  because  there 
is  no  inexpensive  way  to  underwrite  the  war 
bills  of  all  foreign  countries  which  the  Presi¬ 
dent  may  choose  to  include  within  our  war 
expenditures.  The  quicker  the  country  un¬ 
derstands  this  cruel  fact,  the  sooner  it  can 
realistically  assess  the  extent  to  which  it  is 
prepared  to  pursue  the  unlimited  foreign 
policy  upon  which  we  are  now  embarked. 
It  would  be  folly  to  put  dollars  ahead  of 
freedoms.  But  it  would  be  worse  folly  to 
ignore  the  fact  that  our  resources  are  not 
unlimited;  that  we  cannot  become  the  un¬ 
limited  treasury  as  well  as  the  arsenal  of  all 
those  who  may  choose  to  fight  the  Axis;  and 
that  this  tax  bill — which  will  probably  be 
followed  by  a  lend-lease  request  for  added 
billions  which  will  consume  the  total  new 
revenue  here  provided — puts  us  and  our  allies 
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on  notice  to  face  facts.  Although  this  bill 
takes  every  possible  penny  of  new  revenue 
which  the  Senate  Finance  Committee  could 
find,  so  long  as  it  ignores  fundamental 
changes  in  our  tax  system,  and  although  it 
will  fall  with  heavy  burden  on  all  our  people, 
its  approximate  4  billions  of  return  is  less 
than  10  percent  of  our  appropriations  and 
commitments  for  this  fiscal  year.  No  crystal- 
gazing  is  required  to  see  where  these  trends 
lead.  This  bill  is  but  a  preview  of  the  “belt- 
tightening”  which  lies  ahead  for  all  America. 
To  this  extent,  at  least,  it  is  a  contribution 
to  candor  and  realism.  If  we  are  drawn  into 
a  shooting  war  the  burden  will  be  relatively 
heavier.  These  considerations  will  became 
utterly  inconsequential  if  we  are  attacked. 
Even  now  they  must  be  weighed  in  the  scales 
of  relative  jeopardy.  But  they  should  be 
weighed.  This  bill  brings  the  war  home  to 
the  people  of  the  United  States.  Some  such 
measure  is  inevitable;  and  it  must  be  ac¬ 
cepted  as  inevitable  even  by  those  citizens 
who  have  opposed  the  policies  that  make  it 
necessary. 

It  is  inevitable  for  another  reason.  This 
war  and  defense  era  was  preceded  by  an 
8-year  nondefense  spending  spree  without 
parallel  in  the  history  of  the  world;  and  now 
the  “chickens  are  coming  home  to  roost.” 
Our  people  are  now  loaded  down  with  a  bur¬ 
den  of  Federal  taxation  which  is  50  percent 
greater  than  even  was  required  to  pay  our 
World  War  bills.  From  July  1,  1933,  to  June 
30,  1941,  this  administration  has  already 
spent  sixty-seven  billions,  collected  forty 
billions  in  revenue,  accumulated  a  combined 
peacetime  deficit  of  twenty-seven  billions, 
and  increased  the  public  debt  beyond  fifty 
billions,  not  including  collateral  guaranties. 
Of  the  sixty-seven  billions,  only  five  billions 
can  possibly  represent  extraordinary  defense 
expenditures.  Our  debt  limit  already  has 
been  raised  from  forty-five  to  sixty-five  bil¬ 
lions.  We  are  on  our  way  to  one  hundred 
billions — which  is  nearly  equal  to  the  as¬ 
sessed  valuation  of  all  the  real  estate  in  the 
United  States.  The  danger  inherent  in  this 
situation  was  defined  by  President  Roosevelt 
himself  on  March  10,  1933,  when  he  officially 
reported  that  accumulated  deficits  of  only 
five  billions  had  put  us  “on  the  road  toward 
bankruptcy,”  and  when  he  promised  that  if 
he  was  given  his  "economy  bill” — which  he 
was — “there  would  be  reasonable  prospect 
that  within  a  year  the  income  of  the  Gov¬ 
ernment  will  be  sufficient  to  cover  the  ex¬ 
penditures  of  the  Government.”  That  pros¬ 
pect  became  a  mirage.  Thrift  became  a 
hissing  and  a  byword.  Deficit  spending  be¬ 
came  a  passion.  Yet  it  never  ceased  to  be 
true,  as  asserted  by  the  President  on  March 
10,  1933,  that  it  “is  our  first  concern  to  make 
secure  the  foundation”  of  the  public  credit, 
and  that  “most  liberal  governments  are 
wrecked  on  the  rocks  of  loose  fiscal  policy.” 

We  entered  upon  this  war  era — this  de¬ 
fense  era — tragically  handicapped  by  this  in¬ 
heritance.  There  is  no  consolation  in  re¬ 
calling  the  facts.  But  they  bear  upon  our 
present  necessities.  They  accumulate  the 
reasons  why  this  Congress  dare  not  turn  its 
back  upon  a  new  tax  bill — to  be  followed 
by  other  tax  bills — to  “make  secure  the 
foundation”  of  the  public  credit.  Nor  can 
those  who  consistently  opposed  this  orgy  of 
peacetime  extravagance  dismiss  this  necessity 
on  the  grounds  that  it  was  none  of  their 
doing.  We  face  a  condition  not  a  theory. 
We  have  all  been  shoved  into  the  same  boat. 
We  must  all  face  the  bills  and  we  must  all 
help  pay  them. 

The  Secretary  of  the  Treasury  told  us  last 
April  that  he  would  not  be  responsible  for 
the  hazard  to  the  public  credit  unless  this 
Congress  had  the  courage  to  put  the  Nation 
on  a  two-thirds  pay-as-you-go  basis,  and, 
without  regard  to  parties  or  politics,  we  all 
acquiesced.  That  called  for  a  $3,500,000,000 
new  tax  bill,  and  here  it  is.  plus.  But  since 
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then  the  Federal  expenditures  have  taken 
another  flight — and  many  more  flights  are 
in  prospect  ere  this  fiscal  year  is  done.  The 
Secretary’s  pious  formula  is  already  out  the 
window.  Although  this  bill  climaxes  an  an¬ 
nual  public  revenue  at  least  50  percent 
greater  than  we  ever  had  in  the  World  War — 
when  we  were  at  war — it  does  not  approach 
the  distinguished  Secretary’s  two-thirds  for¬ 
mula.  It  would  probably  be  impossible  pres¬ 
ently  to  do  much  more,  however,  without 
wrecking  our  internal  economy — and  our  in¬ 
ternal  economy  is -..probably  already  threat¬ 
ened  more  by  priorities  and  price  controls 
and  curtailments  and  taxes,  unless  these  fac¬ 
tors  are  prudently  administered,  than  it  will 
ever  be  damaged  by  any  alien  tyrant  on  the 
march.  But  this  only  serves  to  emphasize 
two  propositions:  First,  at  the  very  least  we 
must  have  this  much  of  a  new  tax  bill;  sec¬ 
ond,  we  must,  at  long  last,  institute  far- 
reaching  nondefense  economies.  At  the 
same  time  we  must  realistically  determine 
how  far,  short  of  war,  we  can  underwrite  the 
war  bills  of  the  world.  We  owe  this  tq  our¬ 
selves,  we  owe  it  to  those  abroad  who  ’inust 
not  be  left  to  a  dangerous  disillusionment. 
We  cannot  be  content  with  a  bankrupt 
utopia.  \ 

Nondefense  economies — plus  our  money’s 
worth,  instead  of  wild  waste,  in  defense  ex¬ 
penditures — are  just  as  important  as  new 
taxes  in  saving  this  situation.  We  have  had 
practically  none  of  them  to  date.  They  will 
never  be  achieved  without  the  same  sort  of 
stern  executive  leadership  which  we  had  in 
1533.  But  executive  leadership  alone  is  not 
enough.  Congress  must  cooperate.  The  one 
and  only  economy  veto  from  the  White  House 
in  many  red-ink  months  was  promptly  over¬ 
ridden  in  the  Senate.  These  are  dangerous 
trends.  It  is  a  desperately  dangerous  legis¬ 
lative  state  of  mind.  The  public  credit  is 
the  first  line  of  the  national  defense.  The 
best  thing  about  the  pending  bill  as  it  comes 
from  the  Senate  Finance  Committee  is  the 
Byrd  amendment  which  valiantly  struggles 
toward  reduced  nondefense  expenditures. 
But  it  is  only  a  national  anesthetic  unless 
the  President  and  Congress  highly  resolve  to 
follow  the  hard  way  of  stopping  all  Federal 
expenditures  which  are  not  indispensable. 
We  must  quit  the  free-and-easy  notion  that 
the  Treasury  of  the  United  States  is  inex¬ 
haustible.  We  must  quit  the  complacent, 
convenient  notion  of  the  last  prodigal  dec¬ 
ade  that  debts  are  an  asset.  We  must  go  to 
war  against  our  spendthrifts  long  before  we 
go  to  war  against  another  enemy  3,000  miles 
away.  We  may  be  relatively  rich.  But  we  do 
not  posses  Aladdin’s  lamp.  Simple  arith¬ 
metic  cannot  be  repealed  even  by  the  New 
Deal. 

But  there  will  still  remain  the  unescap- 
able  need  for  $4,000,000,000  in  new  revenue — 
and  more.  Therefore  a  tax  bill  to  this  end 
is  unavoidable — and  the  worst  kind  of  a 
tax  bill — which  this  probably  is^— would  be 
better  than  no  tax  bill  at  all.  No  relatively 
incidental  sacrifice  on  the  part  of  the  citizen, 
as  a  result  of  this  bill,  could  be  as  bad  as  his 
sacrifice  if  we  should  neglect  the  need  for 
additional  Federal  revenues  under  the  cir¬ 
cumstances.  The  result  of  any  such  blind 
course  would  be  the  collapse  of  our  capi¬ 
talistic  system. 

There  can  be  no  denial  of  the  fact  that 
this  bill  has  many  dangerous  taxes  in  it. 
They  eat  at  the  very  heart  of  our  domestic 
economy.  Many  of  these  new  taxes  are 
highly  discriminatory.  The  burden  is  not 
fairly  spread.  The  reduction  in  personal- 
income  tax  brackets  to  an  extreme  degree 
is  highly  illusory  as  a  means  to  spread  the 
burden.  It  goes  down  Into  incomes  which 
cannot,  by  any  stretch  of  the  imagination, 
be  further  reduced.  Yet  it  taxes  seven  times 
as  much  out  of  the  higher  brackets  as  it 
does  out  of  the  lowest  brackets,  and  really 


becomes  a  device  to  pile  still  more  burdens 
upon  that  minority  of  Americans  who  al¬ 
ready  pay  most  of  the  Nation’s  bills. 

The  Senate  Finance  Committee  voted 
down  my  proposal  for  a  general  manufac¬ 
turer’s  sales  tax  as  a  substitute  for  many  of 
these  new  discriminatory  taxes.  There  is  no 
practical  way  that  I  can  bring  this  issue  to 
the  Senate  floor.  It  is  much  too  complicated 
to  be  settled  on  the  Senate  floor.  But  I  ven¬ 
ture  the  prophecy  that  some  such  recourse 
is  inevitable  within  another  12  months. 
With  food,  clothing,  and  medicine  exempted 
from  such  a  tax,  and  with  careful  precau¬ 
tions  against  pyramiding,  it  would  produce  a 
minimum  of  one  and  one-half  billion  dol¬ 
lars  at  5  percent;  and  yet,  according  to  la¬ 
bor’s  own  statistics,  it  would  not  touch  80 
percent  of  the  average  wage  earner’s  annual 
budget.  It  comes  far  closer  to  measuring 
ability  to  pay  than  any  other  new  tax  that 
could  be  devised.  Yet  it  would  create  a 
national  partnership  in  this  business  of  sal¬ 
vaging  America.  It  would  be  fair  and  just  ; 
to  all  concerned.  Either  it,  or  a  “withholding, 
tax,”  must  soon  come  if  we  are  to  meet  thisi 
fiscal  challenge  -which  is  just  as  real  and  far : 
more  imminent  than  anything  which  threat-  j 
ens  from  abroad.  My  complaint  against  this 
pending  bill  is  its  failure  to  go  to  funda-, 
mentals  in  meeting  this  emergency.  We  cam- . 
not  much  longer  ignore  tax  fundamentals. 
Our  whole  citizenship  must  join  in  paying 
these  bills.  There  is  no  other  way.  We  have 
only  started  to  pay  in  this  pending  bill.  And 
we  have  started  in  the  same  old,  familiar, 
habitual  way — namely,  by  picking  out  the 
easiest  and  most  convenient  tax  targets  and 
giving  them  another  blast.  Yet  I  recognize 
the  parliamentary  fact  that  this  bill  must 
go  to  conference  with  the  House,  and  that 
the  Senate  could  not  hope  to  succeed  in  sub¬ 
stituting  entirely  new  formulas.  And  there 
must  be  action  with  least  possible  delay,  be¬ 
cause  we  are  losing  $3,000,000  a  day  in  sadly 
needed  revenue  every  day  that  the  final  en¬ 
actment  of  this  measure'is  postponed. 

I  shall  reluctantly  support  the  bill,  if  at 
all,  only  because  any  bill  could  not  possibly 
be  worse  than  no  bill  at  all,  in  view  of  the 
truly  desperate  fiscal  emergency  which  the. 
Federal  Treasury  confronts.  I  sftell  hope  to 
see  it  improved  before  final  Senate  action. 
But  it  can  never  be  rid  of  its  inherent  vice 
until  Congress  is  prepared  to  face  the  reali¬ 
ties  to  which  I  have  referred. 

I  cannot  conclude  this  expression  of  my 
minority  views  without  paying  my  tribute 
to  the  new  chairman  of  the  Senate  Finance 
Committee,  the  distinguished  Senator  from 
Georgia  [Mr.  George],  who  has  a  completely 
sound  conception  of  national  finance,  and 
who,  within  the  limitations  with  which  he  is 
surrounded,  may  always  be  trusted  to  serve 
the  best  welfare  of  the  people  of  the  United 
States. 

BILLS  INTRODUCED 

Bills  were  introduced,  read  the  first 
time,  and,  by  unanimous  consent,  the 
second  time,  and  referred  as  follows: 

By  Mr.  McNARY; 

S.  1880.  A  bill  for  the  relief  of  Florence  B. 
Hutchinson;  to  the  Committee  on  Claims. 

By  Mr.  HOLMAN: 

S.  1881.  A  bill  for  the  relief  of  Roy  L. 
Howard;  to  the  Committee  on  Claims. 

By  Mr.  SCHWARTZ: 

S.  1832.  A  bill  granting  pensions  to  persons 
who  suffered  injury  or  disease  prior  to  final 
induction  in  the  Regular  Army,  Navy,  or 
Coast  Guard,  and  for  other  purposes;  to  the 
Committee  on  Pensions. 

By  Mr.  JOHNSON  of  Colorado: 

S.  1883.  A  bill  to  increase  the  monthly  base 
pay  of  enlisted  personnel  of  the  land  forces 
of  the  United  States;  to  the  Committee  on 
Military  Affairs. 
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By  Mr.  THOMAS  of  Utah  (for  Mr. 

Reynolds)  : 

S.  1884.  A  bill  to  make  provision  for  the 
construction  activities  of  the  Army; 

S.  1835.  A  bill  to  extend,  under  certain  con¬ 
ditions,  the  time  for  examination  of  monthly 
accounts  covering  expenditures  by  disbursing 
officers  of  the  Army;  and 

S.  1886.  A  bill  to  amend  the  Pay  Readjust¬ 
ment  Act  of  June  10,  1922,  so  as  to  equalize 
the  rates  of  pay  of  commissioned  officers  of 
corresponding  grade  and  length  of  service;  to 
the  Committee  on  Military  Affairs. 

By  Mr.  KILGORE: 

S.  1887.  A  bill  granting  a  pension  to  Her¬ 
man  Meikle;  to  the  Committee  on  Finance. 

S.  1888.  A  bill  authorizing  the  President  to 
proclaim  the  Sunday  before  Memorial  Day  as 
a  day  for  memorial  services  for  deceased  fire¬ 
men;  to  the  Committee  on  the  Judiciary. 

REVENUE  ACT  OF  1941— AMENDMENTS 

Mr.  DOWNEY.  Mr.  President,  I  offer 
an  amendment  to  House  bill  5417,  the 
revenue  bill,  which  I  ask  to  have  printed 
in  the  Congressional  Record  for  the  in¬ 
formation  of  Senators,  and  also  request 
that  it  may  lie  on  the  table  for  the 
present. 

The  VICE  PRESIDENT  Without  ob¬ 
jection,  it  is  so  ordered. 

The  amendment  intended  to  be  pro¬ 
posed  by  Mr.  Downey  to  House  bill  5417 
is  as  follows:  At  the  end  of  the  bill  insert 
the  following  new  title: 

Title  VII — Amendments  to  Social  Security 
Act 

Sec.  801.  General  pensions. 

Title  I  of  the  Social  Security  Act,  as 
amended,  is  amended  to  read  as  follows: 
“Title  I — Grants  to  States  for  General 
Pensions 
"appropriation 

“Section  1.  (a)  For  the  purpose  of  pro¬ 
viding  general  pensions  to  citizens  of  the 
United  States  who  are  60  years  of  age  or 
over,  there  is  hereby  authorized  to  be  appro¬ 
priated  for  each  fiscal  year,  beginning  with 
the  fiscal  year  commencing  July  1,  1942, 
such  sums  as  may  be  necessary  to  carry  out 
such  purpose  in  accordance  with  the  pro¬ 
visions  of  this  title.  The  sums  made  avail¬ 
able  under  this  section  shall  be  used  for 
making  payments  to  States  which  have  sub¬ 
mitted,  and  had  approved  by  the  Social  Se¬ 
curity  Board  established  by  title  VII  (here¬ 
inafter  referred  to  as  the  Board),  State 
plans  to  administer  such  payments. 

“(b)  Any  money  appropriated  pursuant  to 
the  authorization  contained  in  this  section 
shall,  insofar  as  practicable,  be  borrowed  from 
the  Federal  old-age  and  survivors  insurance 
trust  fund.  Special  obligations  shall  be 
issued  to  such  trust  fund,  in  accordance  with 
the  provisions  of  section  201  (c) ,  in  an  amount 
equal  to  the  amount  so  borrowed. 

“state  plans  for  administration 

“Sec.  2.  (a)  A  State  plan  for  the  adminis¬ 
tration  of  general  pensions  must  (1)  either 
provide  for  the  establishment  or  designation 
of  a  single  State  agency  to  administer  the 
plan,  or  provide  for  the  establishment  or 
designation  of  a  single  State  agency  to  super¬ 
vise  the  administration  of  the  plan;  (2)  pro¬ 
vide  for  granting  to  any  individual,  whose 
claim  for  pension  is  denied,  an  opportunity 
for  a  fair  hearing  before  such  State  agency; 
(3)  provide  such  methods  of  administration 
(including  methods  relating  to  the  establish¬ 
ment  and  maintenance  of  personnel  stand¬ 
ards  on  a  merit  basis,  except  that  the  Beard 
shall  exercise  no  authority  with  respect  to 
the  selection,  tenure  of  office,  and  compensa¬ 
tion  of  any  individual  employed  in  accord¬ 
ance  with  such  methods)  as  are  found  by  the 
Board  to  be  necessary  for  the  proper  and 
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efficient  operation  of  the  plan;  (4)  provide 
that  the  State  agency  will  make  such  reports, 
in  such  form  and  containing  such  informa¬ 
tion,  as  the  Board  may  from  time  to  time 
require,  and  comply  with  such  provisions  as 
the  Board  may  from  time  to  time  find  neces¬ 
sary  to  assure  the  correctness  and  verifica¬ 
tion  of  such  reports;  (5)  provide  safeguards 
which  restrict  the  use  or  disclosure  of  in¬ 
formation  concerning  applicants  and  pen¬ 
sioners  to  purposes  directly  connected  with 
the  administration  of  such  pension;  (6)  be¬ 
ginning  with  the  period  commencing  July  1, 
1942,  provide  for  the  payment  of  general 
pensions  of  not  less  than  $20  per  month,  and 
with  the  period  commencing  January  1,  1944, 
provide  for  the  payment  of  general  pensions 
of  not  less  than  $30  per  month,  to  each 
United  States  citizen  who  has  made  applica¬ 
tion  for  such  pension  ant’  who,  at  the  time 
of  such  payment,  is  a  resident  of  such  State, 
is  60  years  of  age  or  older,  and  is  not  an 
inmate  of  a  public  institution;  (7)  provide 
that  any  such  citizen  who  for  any  month 
receives  a  Federal  old-age  and  survivors  in¬ 
surance  benefit  ;  ayment  under  title  II  of  the 
Social  Security  Act  or  an  annuity  under  the 
Railroad  Retirement  Act  of  1935  or  1937  shall 
not  be  entitled  to  receive  such  pension  for 
such  month;  and  (8)  provide  that  if  any 
such  citizen  or  his  or  her  spouse,  if  such 
citizen  is  dependent  upon  and  supported  by 
said  spouse,  during  any  month  engages  in 
any  occupation,  trade,  business,  profession, 
or  other  activity  from  which  a  profit,  wage, 
compensation,  or  other  remuneration  is  real¬ 
ized  or  expected  (other  than  the  performance 
of  services  in  a  private  home  for  room  and 
board  and  other  than  the  collection  of  in¬ 
terest,  rents,  or  other  revenues  from  his  or 
her  own  investments),  such  citizen  shall  not 
be  entitled  to  receive  such  pension  for  such 
month. 

“(b)  The  Board  shall  approve  any  plan 
which  fulfills  the  conditions  specified  in  sub¬ 
section  (a). 

“payment  to  states 

“Sec.  3.  (a)  From  the  sums  appropriated 
therefor,  the  Secretary  of  the  Treasury  shall 
pay  to  each  State  which  has  an  approved 
plan  for  the  administration  of  general  pen¬ 
sions,  for  each  quarter,  beginning  with  the 
quarter  commencing  July  1,  1942,  (1)  an 
amount,  which  shall  be  used  exclusively  to 
pay  general  pensions,  equal  to  the  product  of 
$20  multiplied  by  the  total  number  of  pen¬ 
sions  paid  during  such  quarter,  and  (2)  an 
amount  equal  to  one-half  of  the  total  of  the 
sums  expended  during  such  quarter  as  found 
necessary  by  the  Board  for  the  proper  and 
efficient  administration  of  the  State  plan, 
which  amount  shall  be  used  for  paying  the 
costs  of  administering  the  State  plan  or  for 
general  pensions,  or  both,  and  for  no  other 
purpose:  Provided,  That  for  each  quarter  be¬ 
ginning  with  the  quarter  commencing  Jan¬ 
uary  1,  1944  the  amount  provided  for  in 
clause  (1)  shall  be  increased  to  an  amount 
equal  to  the  product  of  $30  multiplied  by  the 
total  number  of  pensions  paid  during  such 
quarter. 

"(b)  The  method  of  computing  and  paying 
such  amounts  shall  be  as  follows: 

“(1)  The  Board  shall,  prior  to  the  begin¬ 
ning  of  each  quarter,  estimate  the  amount 
to  be  paid  to  the  State  for  such  quarter 
under  the  provisions  of  subsection  (a),  such 
estimate  to  be  based  on  (A)  a  report  filed  by 
the  State  containing  its  estimate  of  the  total 
sum  to  be  expended  in  such  quarter  in  ac¬ 
cordance  with  the  provisions  of  such  subsec¬ 
tion,  (B)  records  showing  the  number  of 
United  States  citizens  in  the  State  who  are 
60  years  of  age  or  older,  and  (C)  such  other 
investigation  as  the  Board  may  find  necessary. 

"(2)  The  Board  shall  then  certify  to  the 
Secretary  of  the  Treasury  the  amount  so  esti¬ 
mated  by  the  Board,  reduced  or  increased,  as 
the  case  may  be,  by  any  sum  by  which  it 
finds  that  its  estimate  for  any  prior  quarter 


was  greater  or  less  than  the  amount  which 
should  have  been  paid  to  the  State  under 
subsection  (a)  for  such  quarter,  or  by  any 
sum  by  which  it  finds  that  its  estimate  for 
any  quarter  prior  to  July  1,  1942,  was  greater 
or  less  than  the  amount  which  should  have 
been  paid  to  the  State  for  such  quarter  under 
the  provisions  of  law  in  effect  prior  to  such 
date,  except  to  the  extent  that  such  sum 
has  been  applied  to  make  the  amount  cer¬ 
tified  for  any  prior  quarter  greater  or  less 
than  the  amount  estimated  by  the  Board  for 
such  prior  quarter. 

“(3)  The  Secretary  of  the  Treasury  shall 
thereupon,  through  the  Division  of  Disburse¬ 
ment  of  the  Treasury  Department  and  prior 
to  audit  or  settlement  by  the  General  Ac¬ 
counting  Office,  pay  to  the  State,  at  the  time 
or  times  fixed  by  the  Board,  the  amount  so 
certified. 

“operation  of  state  plans 

“Sec.  4.  In  the  case  of  any  State  plan  for 
the  administration  of  general  pensions 
which  has  been  approved  by  the  Board,  if 
the  Board,  after  reasonable  notice  and  op¬ 
portunity  for  hearing  to  the  State  agency 
administering  or  supervising  the  administra¬ 
tion  of  such  plan,  finds — 

“(1)  that  the  plan  has  been  so  changed  as 
to  include  any  requirement  not  provided  for 
in  section  2  (a) ,  or 

“(2)  that  in  the  administration  of  the 
plan  there  is  a  failure  to  comply  substan¬ 
tially  with  any  provision  required  by  sec¬ 
tion  2  (a)  to  be  included  in  the  plan; 
the  Board  shall  notify  such  State  agency 
that  further  payments  will  not  be  made  to 
the  State  until  the  Board  is  satisfied  that 
such  additional  requirement  is  no  longer  so 
imposed,  and  that  there  is  no  longer  any 
such  failure  to  comply.  Until  it  is  so  satis¬ 
fied  it  shall  make  no  further  certification  to 
the  Secretary  of  the  Treasury  with  respect  to 
such  State.” 

Sec.  802.  (a)  Subsections  (a),  (b)  (1), 

(d)  (1),  and  (f)  (1)  of  section  202  of  such 
act  are  amended  by  striking  out  “sixty-five” 
and  inserting  in  lieu  thereof  “sixty.” 

(b)  Section  202  (b)  (1)  of  such  act  is 
amended  by  striking  out  “one-half  of” 
wherever  it  appears  therein. 

(c)  Section  202  (b)  (2)  of  such  act  is 
amended  by  striking  out  the  words  “one- 
half  of  a  primary  insurance  benefit  of  her 
husband”  and  inserting  in  lieu  thereof  “a 
primary  insurance  benefit  of  her  husband.” 

(d)  Section  202  (d)  (1)  is  amended  by 
striking  out  "three-fourths  of”  wherever  it 
appears  therein. 

(e)  Section  202  (d)  (2)  of  such  act  is 
amended  by  striking  out  the  words  “three- 
fourths  of  a  primary  insurance  benefit  of  her 
deceased  husband”  and  inserting  in  lieu 
thereof  “a  primary  insurance  benefit  of  her 
deceased  husband.” 

(f)  Section  202  (f)  (2)  of  such  act  is 

amended  by  adding  after  the  words  “one- 
half  of  a  primary  insurance  benefit  of  such 
deceased  individual”  the  words  “or  $30, 
whichever  is  greater.” 

Sec.  803.  (a)  Subsection  (a)  of  section  203 
of  such  act  is  amended  by  striking  out  “$20” 
wherever  it  appears  therein  and  inserting  in 
lieu  thereof  "$60.” 

(b)  Subsection  (b)  of  such  section  is  here¬ 
by  repealed. 

Sec.  804.  The  last  sentence  of  section  209 

(e)  (2)  is  amended  to  read  as  follows: 
"Where  the  primary  insurance  benefit  thus 
computed  is  less  than  $30,  such  benefit  shall 
be  $30.” 

Sec.  805.  Subsection  (g)  of  section  209  of 
such  act  is  amended  by  striking  out  “65”  and 
inserting  in  lieu  thereof  "60.” 

Sec.  806.  (a)  Subsections  (i)  and  (k)  of 
section  209  of  such  act  are  amended  by  strik¬ 
ing  out  “60”  wherever  it  appears  therein  and 
inserting  in  lieu  thereof  “55.” 

(b)  The  amendments  made  by  this  section 
shall  not  be  applicable  to  a  wife  or  child  who 


became  entitled  to  an  insurance  benefit  prior 
to  the  effective  date  of  this  section. 

Sec.  807  The  last  sentence  of  section  209 

(g)  of  such  act  is  amended  to  read  as  fol¬ 
lows:  “In  any  case  where  an  individual  has 
received  in  a  calendar  year  $200  or  more  in 
wages,  each  quarter  of  such  year  shall  be 
deemed  a  quarter  of  coverage,  excepting  any 
quarter  in  such  year  in  which  such  individual 
dies  or  becomes  entitled  to  a  primary  insur¬ 
ance  benefit  and  any  quarter  succeeding  such 
quarter  in  which  he  died  or  became  so  en¬ 
titled.” 

Sec.  808.  Section  1400  of  the  Internal  Reve¬ 
nue  Code  is  amended  to  read  as  follows: 

“Sec.  1400.  Rate  of  tax. 

“In  addition  to  other  taxes,  there  shall  be 
levied,  collected,  and  paid  upon  the  income  of 
every  individual  a  tax  equal  to  the  following 
percentages  of  the  wages  (as  defined  in  sec¬ 
tion  1426  (a))  received  by  him  after  De¬ 
cember  31,  1936,  with  respect  to  employment 
(as  defined  in  section  1426  (b))  after  such 
date: 

"(1)  With  respect  to  wages  received  during 
the  calendar  years  1939,  1940,  1941,  and  1942 
the  rate  shall  be  1  percent. 

“(2)  With  respect  to  wages  received  during 
the  calendar  year  1943  the  rate  shall  be  2 
percent. 

"(3)  With  respect  to  wages  received  after 
December  31,  1943,  the  rate  shall  be  3  per¬ 
cent.” 

Sec.  809.  Section  1410  of  the  Internal  Rev¬ 
enue  Code  is  amended  to  read  as  follows: 
“Sec.  1410.  Rate  of  tax. 

“(a)  In  addition  to  other  taxes,  every  em¬ 
ployer  shall  pay  an  excise  tax,  with  respect  to 
having  individuals  in  his  employ,  equal  to  the 
following  percentages  of  the  wages  (as  defined 
in  section  1426  (a))  paid  by  him  after  De¬ 
cember  31,  1936,  with  respect  to  employment 
(as  defined  in  section  1426  (b))  after  such 
date: 

“(1)  With  respect  to  wages  paid  during  the 
calendar  years  1939,  1940,  1941,  and  1942  the 
rate  shall  be  1  percent. 

“(2)  With  respect  to  wages  paid  during  the 
calendar  year  1943  the  rate  shall  be  2  per¬ 
cent. 

“(3)  With  respect  to  wages  paid  after  De¬ 
cember  31,  1943,  the  rate  shall  be  3  per¬ 
cent.” 

Sec.  810.  The  amendments  made  by  sections 
2,  3,  4,  5.  6,  and  7  shall  be  applicable  with 
respect  to  the  individuals  receiving  old-age 
and  survivors  insurance  benefit  payments  on 
July  1,  1942,  but  shall  not  be  construed  to 
increase  any  such  benefit  payments  which 
became  due  prior  to  such  date. 

Sec.  811.  Sections  801,  802,  803,  804,  805, 
806,  and  807  shall  take  effect  on  July  1,  1942; 
and  sections  808  and  809  shall  take  effect  on 
January  1,  1942. 

Mr.  LA  FOLLETTE  and  Mr.  VANDEN- 
BERG  each  submitted  an  amendment  in¬ 
tended  to  be  proposed  by  them,  respec¬ 
tively,  to  House  bill  5417,  the  revenue 
bill,  which  were  ordered  to  lie  on  the 
table  and  to  be  printed. 

;  EDITORIAL  FROM  OSBORNE  COUNTY 
'  FARMER  ON  NONDEFENSE  SPENDING 

Mr.  CAPPER.  Mr.  President,  I/ask 
unanimous  consent  to  have  printed  in 
the  Congressional  Record  an- ’'editorial 
written  by  Charles  E.  Mann  and  printed 
in  the  last  issue  of  the  Osborne  County 
Farmer,  one  of  the  influential  weekly 
newspapers  of  the  State  of  Kansas. 

I  heartily  endorse  Mr.  Mann’s  appeal 
for  economy  in^  public  expenditures  at 
Washington,  Our  appropriations  this 
year  for  jfaticnal-defense  purposes  will 
amouijt-'to  approximately  $50,000,000,000. 
It  iy'money  that  must  be  spent,  and  I 
a m  giving  national  defense  my  best 
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support.  But  we  are  also  going  stronger 
thpn  ever  on  nondefense  appropriations, 
much  stronger  than  we  should  in  time  of 
emeXgency.  The  time  has  come  to  call 
a  halt  on  nondefense  expenditures. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  editorial  will  be  printed  in 
the  Record. 

The  editorial  is  as  follows: 

Pressure  should  be  brought  upon  Congress 
by  every  section  of  the  United  States  to  force 
the  administration  to  stop  the  outlandish 
nondefense  spending,  which  apparently  has 
decreased  but  little,  if  any,  since  the  big 
defense  drive  began  Adequate  national  de¬ 
fense  we  must  have,  even  at  great  cost,  but 
there  is  neither  sense  nor  justice  in  keeping 
up  the  tremendous -outlay  for  nondefense 
needs  that  has  characterized  the  administra¬ 
tion  for  years.  Unless,  there  is  a  curb  put 
upon  nondefense  spending,  there  is  likely 
to  be  such  a  reaction  over  the  country  that 
it  will  result  almost  in  a  revolution — not  a 
bloody  one,  we  hope,  but  such  a  reaction 
that  may  do  harm  to  many  good  things  that 
have  been  established.  The  public  is  rapidly 
becoming  conscious  of  the  terrible  waste  of 
money  by  the  Washington  administration, 
and  there  is  a  rising  tide  of  indignation  that 
may  have  serious  repercussions.  It  would 
seem  that  plain,  common  sense  would  teach 
the  powers  that  be  in  Washington  that  this 
is  no  time  to  waste  the  money  of  the  people 
with  the  outcome  of  the  future  of  the  world 
in  such  doubt.  Every  voter  should  write  his 
Congressman  or  Senator  and  insist  upon 
economy.  ' 

SHORTAGE  IN  STEEL  SCRAP 

Mr.  DAVIS.  Mr.  President,  the  short¬ 
age  in  steel  scrap  has  been  the  subject  of 
much  comment  throughout  the  country. 
There  is  no  end  to  suggestions  as  to  what 
should  be  done  to  remedy  this  situation, 
extending  all  the  way  from  opening  up 
new  steel  mills  in  the  West  closer  to  the 
supposed  source  of  rural  scrap  supply  to 
the  idea  that  substitutes  for  steel  would 
make  it  unnecessary  to  have  so  much 
scrap.  Meanwhile,  we  hear  of  an  im¬ 
pending  governmental  attempt  to  get 
volunteer  gathering  up  of  scrap  at  the 
same  time  that  the  Price  Administrator 
clamps  down  on  the  market  Of  this, 
not  much  makes  sense. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  inserted  in  the  Record  as 
a  part  of  my  remarks  an  editorial  from 
the  Iron  Age  of  August  14,  1941,  entitled 
“When  Ealloons  Are  in  Order,  Inflate.” 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  it  is  so  ordered. 

The  editorial  is  as  follows: 

|  From  Iron  Age  of  August  14,  1941] 
WHEN  EALLOONS  ARE  IN  ORDER,  INFLATE 

We  have  no  quarrel  with  Price  Adminis¬ 
trator  Henderson.  In  fact,  we  find  him  in 
agreement  with  us,  if  somewhat  belated,  as 
to  the  inevitability  of  inflation.  (The  Iron 
Age  is  on  record  as  predicting  this  some  6 
months  ago.) 

What  we  do  object  to  is  his  using  the  scrap- 
steel  industry  to  be  one  of  the  inflation  scape¬ 
goats. 

As  publishers,  I  may  point  out  that  we 
cannot  be  accused  of  mercenary  motives  in 
coming  to  the  defense  of  that  industry.  If 
you  were  to  make  up  a  list  of  the  non-adver¬ 
tising  branches  of  the  metal-working  indus¬ 
try,  I  dare  say  that  the  scrap  dealers  would 
head  the  list. 

Also,  if  you  were  to  attempt  to  catalog  indi¬ 
viduality  in  American  enterprise,  this  branch 
of  our  industry  would  have  to  appear  on  page 


one.  Until  the  ceiling  was  clamped  on  scrap,  / 
this  commodity  was  the  most  volatile  as  t y 
price  movement  of  the  many  that  are  listed 
from  week  to  week  in  our  price  pages. 

American  scrap  dealers  and  brokers  have 
been  brought  up  on  individualistic  practices 
based  upon  close  competition  and  shrewd 
dealing  mixed  with  a  certain  degree  of  specu¬ 
lation.  If  that  is  a  crime,  it  has  not- as  yet  , 
been  written  in  the  statute  books.  It  is 
probably  true,  as  Mr.  Henderson  Says,  that 
the  scrap  industry  is  dominated  by  10  or  15 
large  concerns;  but  the  same  thing  is  true  of 
almost  every  industry  in  this  country.  We 
might  even  point  out  that  less  than  that 
number  of  individuals  are  dictating  the  dip¬ 
lomatic,  military,  and  economic  policies  of 
the  United  States  today 

What  Mr.  Henderson  overlooks,  in  our  opin¬ 
ion,  is  that  you  cannot  cure  or  remedy  an 
infraction  of  economic  law  by  sticking  a 
courtplaster  over  it.  The  causes  of  inflation 
in  this  country  are  not  in  the  price  rises  that 
are  taking  place.  They  are  deeper  than  that.  - 
This  inflation  is  the  direct  and  inevitable  re¬ 
sult  of  the  “squanderation”  policy  that  has 
been  in  effect  for  the  past  9  years  and  that 
has  brought  us  to  the  brink  of  war  with  the 
greatest  national  indebtedness  of  any  coun¬ 
try,  anywhere,  at  any  time. 

You  can’t  cure  that  with  price  ceilings. 

You  can’t  cure  scrap  shortages  with  a  price 
ceiling.  Such  a  ceiling,  in  fact,  induces  and 
invites  shortages. 

In  the  last  World  War,  scrap  was  set  at  $29 
a  ton.  Today  it  is  set  at  $20.  (Agricultural ; 
parity  exponents  please  note.)  In  spite  of  ' 
this,  more  scrap  is  being  collected  and  de¬ 
livered  than  ever  before  in  our  history  and  at 
less  profit. 

Yes,  we  need  more  than  even  this  to  pre¬ 
vent  a  shortage.  There  are  thousands  of 
tons  of  reclaimable  trolley  rails,  for  instance, 
buried  under  our  streets.  But  the  “scrap- 
pies”  can’t  unearth  them  at  $20  a  ton. 

And  the  same  thing  goes  for  many  other 
commodities  in  which  we  are  experiencing 
or  anticipating  shortages.  If  you  want  to 
dance,'  you  have  to  be  willing  to  pay  the  piper. 

J.  H  Van  Deventer. 

NATIONAL  DEFENSE  NOW— ADDRESS  BY 
SENATOR  BYRD 

[Mr.  BYRD  asked  and  obtained  leave  to. 
have  printed  in  the  Record  a  radio  address  , 
delivered  by  him  on  September  1,  1941,  on 
the  subject  National  Defense  Nov;,  which  ap¬ 
pears  in  the  Appendix.] 

ARTICLE  BY  ARTHUR  KROCK  ON  AMERI¬ 
CAN  DEFENSE  PRODUCTION 

[Mr.  BYRD  asked  and  obtained  leave  to 
have  printed  in  the  Record  an  article  by 
Arthur  Krock,  published  in  the  New  York ; 
Times  of  September  2,  1941,  entitled  “Ameri-  i 
can  Defense  Production  in  War’s  Third  Year,” 
which  appears  in  the  Appendix  ] 

ADDRESS  BY  SENATOR  WILEY  ON 
DAIRYING  AND  DEFENSE 

[Mr.  WILEY  asked  and  obtained  leave  to 
have  printed  in  the  Record  a  radio  address 
delivered  by  him  on  August  14,  1941,  on  the 
subject  Dairying  and  Defense,  which  ap¬ 
pears  in  the  Appendix.] 

CHURCHILL’S  MESSAGE  TO  MANKIND— 
POEM  BY  HORACE  C.  CARLISLE 

[Mr.  BILBO  asked  and  obtained  leave  to  , 
have  printed  in  the  Record  a  poem  by  Horace ! 
C.  Carlisle  entitled  “Churchill’s  Message  to 
Mankind,”  which  appears  in  the  Appendix.] 

REVENUE  ACT  OF  1941 

Mr.  GEORGE.  Mr.  President,  I  ask 
unanimous  consent  that  the  Senate  pro¬ 
ceed  to  the  consideration  of  House  bill 
5417,  the  revenue  bill. 


The  VICE  PRESIDENT.  Is  there  ob¬ 
jection  to  the  request  of  the  Senator 
from  Geoigia? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill  (H.  R. 
5417)  to  provide  revenue,  and  for  other 
purposes,  which  had  been  reported  from 
the  Committee  on  Finance,  with  amend¬ 
ments. 

Mr.  GEORGE.  I  ask  unanimous  con¬ 
sent  that  the  formal  reading  of  the  bill 
be  dispensed  with;  that  it  be  read  for 
amendment,  and  that  the  committee 
amendments  be  first  considered. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  request  will  be  complied 
with. 

Mr.  GEORGE.  Mr.  President,  I  sub¬ 
mit  a  further  unanimous-consent  re¬ 
quest  which  I  think  is  in  order — that 
the  consideration  of  amendments  over 
which  controversy  is  likely  to  arise  be 
postponed  until  after  all  amendments 
which  are  noncontroversial  shall  have 
been  disposed  of. 

The  VICE  PRESIDENT.  Is  there  ob¬ 
jection  to  the  method  of  procedure  re¬ 
quested?  Without  objection,  it  is  so 
ordered. 

Mr.  GEORGE.  Mr.  President,  I  wish 
to  make  a  brief  statement  concerning  the 
bill.  The  statement  will  be  brief,  be¬ 
cause  during  the  debate  on  the  bill  all  of 
us  on  the  committee  who  are  here  will, 
of  course,  be  pleased  to  furnish  all  the 
information  and  answer  all  the  questions 
that  we  can.  What  I  shall  say  now  is  in 
the  nature  of  a  general  statement. 

First,  I  desire  to  congratulate  the  Ways 
and  Means  Committee  of  the  House 
under  the  able  leadership  of  Representa¬ 
tive  Doughton,  its  chairman,  and  the 
House  itself,  upon  the  conscientious  con¬ 
sideration  given  to  this  tax  measure. 
While  the  Senate  Finance  Committee  has 
added  some  amendments  to  the  bill  as 
it  passed  the  House,  the  bill  in  its  main 
features  stands  as  the  work  of  the  Ways 
and  Means  Committee  of  the  Plouse. 

It  becomes  more  apparent  each  day  that 
no  one  can  accurately  foresee  even  the 
appz’oximate  cost  of  this  national  emer¬ 
gency;  but  it  daily  becomes  increasingly 
evident  also  that  the  American  people 
is  making  up  its  collective  mind  to  see 
this  job  through,  cost  what  it  may.  It 
becomes  obvious,  too,  that  the  tax  burden 
is  of  necessity  growing  mare  universal, 
and  that  its  weight  must  be  borne  with 
grim  patience  and  high  patriotism. 
Every  individual  and  every  corporation  is 
going  to  know  in  the  pocketbook  that  the 
Nation  is  in  a  grave  emergency. 

As  we  approach  the  immediate  task  of 
raising  these  additional  tax  billions  it  is, 
in  my  best  judgment,  in  the  interest  of 
the  country  as  a  whcle  that  the  tax  bill 
of  this  period,  laying,  as  it  must  a  heavy 
burden  on  us  all,  shall  nevertheless  be 
written  with  a  spirit  of  determination  not 
to  make  its  provisions  so  suddenly  drastic 
as  to  chill  the  genius  of  creative  enter¬ 
prise,  or  paralyze  the  driving  force  of 
individual  effort,  and  the  suggestion  will 
be  urged  upon  us  to  do  precisely  that  in 
the  interest  of  raising  a  larger  volume  of 
revenue. 
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We  must  hold  in  sight  the  fact  that  the 
reason  why  the  resources  of  this  Nation 
are  more  powerful  than  those  of  any 
country  on  this  earth  arises  not  merely 
from  our  natural  advantages,  our  great 
natural  resources,  great  as  they  are;  our 
ultimate  and  invincible  strength  arises 
from  the  spirit,  the  ambition,  and  the 
ingenuity  of  a  free  people. 

The  two  most  powerful  forces  of  our 
national  life  are  the  strength  of  private 
enterprise  and  a  willingness  to  work,  in¬ 
deed,  an  eagerness  to  work,  an  insistence 
upon  working,  combined  with  the  persis¬ 
tent  hope  of  the  average  American  citi¬ 
zen  that  he  may  accumulate  enough  to 
better  himself  and  provide  a  degree  of 
security  for  his  family. 

For  three  generations  the  cost  of  the 
preservation  of  our  freedom  now  must  be 
borne  not  only  by  those  who  are  now 
alive,  but  by  millions  yet  unborn.  Any 
man  who  thinks  need  have  little  appre¬ 
hension  of  the  danger  of  accumulated 
wealth  undermining  the  foundation  of 
American  democracy  in  the  days  that  lie 
ahead,  but  every  man  who  thinks  will 
realize  that  one  of  the  safest  future  reser¬ 
voirs  for  the  Government  to  draw  on  to 
meet  the  needs  of  this  unprecedented 
period  is  a  reasonable  tax  rate,  which, 
although  high,  will  encourage  and  de¬ 
velop  a  national  annual  income  of  $100,- 
000,000,000,  together  with  the  most  rig¬ 
orous  effort  for  economy  in  every  expen¬ 
diture  that  is  not  of  the  most  imperative 
urgency  in  the  immediate  emergency. 

It  is  my  hope  that  we  may  formulate 
a  policy — and  in  the  bill  before  us  there 
are  only  feeble  steps  in  that  direction— 
which  will  fortify  the  fiscal  foundation  of 
the  Treasury,  and  give  added  prestige  and 
power  to  the  Government  as  it  girds  itself 
to  meet  the  swiftly  developing  respon¬ 
sibilities  of  the  crisis  confronting  our 
Nation  and  the  free  world. 

In  that  connection  I  desire  to  say  that 
in  its  deliberations  the  committee  has 
given  some  consideration  to  new  types 
of  taxes.  We  have  considered,  in  a  gen¬ 
eral  way,  a  general  manufacturer’s  sales 
tax  and  a  withholding  tax  upon  personal 
incomes,  whether  wages,  salaries,  rents, 
interest,  dividends,  or  what  not.  We 
have  likewise  given  some  consideration 
to  a  purchase  tax,  and  I  think  we  must 
ultimately  give  more  consideration  to 
what  I  am  pleased  to  call  a  Federal  serv¬ 
ice  tax  upon  the  primary  profits  of  in¬ 
dustry.  By  primary  profits  I  do  not 
mean  gross  income,  but  the  profits  after 
the  deduction  of  those  things  which 
necessarily  enter  into  all  production,  to 
wit,  the  cost  of  raw  materials,  wages, 
and  rents. 

I  wish  to  say  now  that  there  is  but 
one  inducement  in  this  world  as  great  as 
the  profit  motive.  The  reward  for  risk 
taken  is  the  one  thing  which  will  cause 
men  to  work  for  other  men  through 
enterprise.  I  must  confess  that  in  the 
tax  bill  as  it  passed  the  House,  and  in 
the  bill  as  it  is  reported  to  the  Senate, 
it  is  controlled  somewhat,  but  I  hope  not 
unduly. 

We  face  the  necessity  of  planning  to 
get  a  business  boom,  if  you  please,  to 
follow  the  unnatural  rise  in  employment 
now  taking  up  all  the  labor  slack,  but  it 
is  going  to  start  to  fall  before  we  are 


through  with  this  program.  The  short¬ 
ages  of  material,  the  curtailment  of  the 
uses  of  all  kinds  of  products — even  gas¬ 
oline — will  reduce  the  incomes  of  count¬ 
less  thousands  of  people,  which  will  be 
the  forerunner  of  the  next  depression. 
We  are  due  for  the  skids  unless  we  invite 
private  enterprise  to  take  up  the  burden 
of  making  more  employment,  and  that 
will  not  happen  unless  men  can  risk  their 
capital  with  some  assurance  of  reward, 
some  assurance  that  they  may  keep  a 
reasonable  part  of  it  if  they  win. 

The  American  people  will  be  either 
made  or  broken  by  what  happens  in  the 
nature  of  private  enterprise  activity, 
which  will  be  entirely  controlled  by  the 
tax  processes.  Nothing  else  governs  this 
situation.  We  cannot  hold  back  Ameri¬ 
can  ingenuity  except  by  one  means.  Tax 
away  the  incomes  of  the  people,  and  they 
will  lose  all  incentive.  Free  them,  and 
though  we  take  the  most  heavy  taxes, 
they  will  take  the  right  way,  and  they 
will  provide  work  for  men. 

Mr.  President,  we  face  the  acid  test  of 
sincerity  in  the  tax  bill  before  us.  Of 
course,  as  I  have  already  suggested,  it  is 
not  a  perfect  measure,  but  it  should  be 
strong  enough  to  stand  against  unrea¬ 
sonable  demands  which  would  destroy  the 
very  power  of  production  at  a  time  when 
our  chief,  primary,  and  continuing  prob¬ 
lem  is  production,  and  more  production, 
because  in  the  workshop  of  America, 
certainly  in  the  workshop  of  this,  our 
country — and  let  us  confine  ourselves  to 
that — is  to  be  found  the  answer  to  the 
problems  we  face  today,  and  the  means 
of  meeting  those  problems. 

I  have  said  that  we  now  face  the  acid 
test  of  our  sincerity,  because  the  bill  as  it 
was  passed  by  the  House  was  estimated 
to  produce  added  revenue,  that  is  to  say, 
new  revenue,  of  $3,216,400,000  annually. 
The  amendments  made  by  the  Committee 
on  Finance  add  $463,400,000  to  this  fig¬ 
ure,  bringing  the  total  additional  annual 
yield  of  new  revenue,  added  revenue,  to 
$3,679,800,000. 

If  I  may  digress  for  just  a  moment  to 
refer  to  the  actual  internal-revenue  col¬ 
lections  for  the  fiscal  year  1941,  and  the 
estimated  collections  for  the  fiscal  year 
1942,  under  present  law,  without  reading 
the  separate  items,  I  should  like  to  offer 
for  the  Record  the  table  I  have  in  my 
hand,  and  should  like  to  say  that  the  total 
internal  revenue  for  the  fiscal  year  1941, 
excluding  employment  taxes,  totals  $6,- 
444,251,917.28.  The  estimated  revenue 
for  the  fiscal  year  1942,  under  present 
law,  excluding  again  employment  taxes, 
totals  $8,555,930,000.  Including  employ¬ 
ment  taxes^  the  actual  collections  for  the 
fiscal  year  1941  are  to  be  $7,370,108,- 
377.66.  Including  employment  taxes  in 
the  estimated  revenue  for  the  fiscal  year 
1942,  under  present  law  the  total  is 
$9,517,230,000. 

There  are,  of  course,  certain  items  in 
this  tabulation  which  are  nonrecurring, 
and  certain  items  that  should  be  specially 
spoken  of,  but  for  the  present  purpose  the 
figures  are  substantially  correct. 

Mr.  President,  I  ask  that  the  table  be 
printed  in  the  Record  at  this  point. 

There  being  no  objection,  the  table  was 
ordered  to  be  printed  in  the  Record,  as 
follows: 
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Actual  internal-revenue  collections  for  fiscal 
year  1941,  compared  with  estimated  collec- 


tions  for  fiscal 

year  1942 

Actual  collec¬ 
tions,  fiscal 
year  1941 

Estimated, 
fiscal  year 
1942,  present 
law 

Corporation  .ncome 
taxes. . 

i  $1,851, 987, 990. 58 

6$2,  641,  COO,  000 

Individual  income 
taxes  . . 

8  1,  417,  655, 126.  59 

7  2, 065, 000, 000 

Excess-profits  taxes: 
Declared  value... 

25,  919,  566.  83 

32, 000, 000 

Vinson  Act . 

2,  156,  717.  81 

09 

Second  Revenue 
Act  of  1940 _ 

164,  308,  967.  23 

679,  000, 000 

Unjust  enrichment.. 

9,  095,  561.  51 

4,  000,  000 

Capital-stock  tax _ 

166,  652,  639.  88 

193,  400,  000 

Estate  tax . . 

3  355, 194,033.  49 

350, 000,  000 

Gift  tax _ _ 

•  51,  863,  714.  03 

100,  000,  000 

Liquor  taxes: 

Distilled  spirits 
(imported  and 
domestic)  (ex¬ 
cise  taxes) . 

428, 641,  521. 17 

458, 800, 000 

Fermented  malt 
liquors . 

116,741, 027.11 

330,  800, 000 

W  ines  (domestic 
and  imported) 
(excise  tax) _ 

11,  423,  446.  62 

15,  200, 000 

Rectification  tax. 

13,  460,  554.  79 

12, 800, 000 

Container 
stamps... . . 

10, 123,  000. 68 

10,  400, 000 

Special  taxes  in 
connection 
with  liquor 
occupations.-.. 

11,  926,  361.  64 
27,  740,  266.  32 

10, 200, 000 

All  other _ 

1, 300, 000 

Total  liquor 
taxes . .  . 

820,  056,  178. 83 

839, 500, 000 

Tobacco  taxes: 

Cigars  (large) _ 

13,  400,  527.  60 

13. 900, 000 

Cigarette:  (small). 

616,  667. 234.  31 

645, 100, 000 

Snuff . 

6,  899,  820.  62 

6, 800, 000 

Tobacco  (chew¬ 
ing  and  smok¬ 
ing).. . 

54,  927,  764. 18 

56, 100, 000 

Cigarette  papers 
and  tubes . 

1.431,315.35 

1, 500, 000 

All  other  _ 

4,  750, 228. 81 

130, 000 

Total,  tobacco 
taxes _ 

698, 076, 890. 87 

723,  530, 000 

Stamp  taxes: 

Issues  of  securi¬ 
ties,  bond  trans¬ 
fers,  and  deeds 
of  conveyance.. 

22, 072,  503.  40 

25, 300, 000 

Stock  transfers... 

12, 176, 496.  92 

14, 000,  000 

Silver  bullion 
sales  or  trans¬ 
fers . . . 

51,  286. 28 

60,000 

Playing  cards _ 

4,  756,  586.  50 

4, 800, 000 

Total,  stamp 
taxes _ 

8  39, 056, 966. 09 

44, 180, 000 

M  anufaeturers’  excise 
tax: 

Lubricating  oils.. 

38,  220,  844.  40 

37, 100, 000 

Gasoline. . 

343,  021,269.  39 

399,  800, 000 

Electric  energy... 

47, 021, 015.  62 

51,  400, 000 

Tires  and  inner 
tubes _ 

51, 054,  262.  05 

54,  200, 000 

Automobile 
trucks . 

10,  746,  619. 35 

12,  400, 000 

Passenger  auto¬ 
mobiles  and 
motorcycles _ 

81,  402,  519. 06 

73, 400, 000 

Parts  and  acces¬ 
sories  for  auto¬ 
mobiles . 

13, 083,  554. 90 

13,  300, 000 

Radio  sets,  etc... 

6,  935, 182.  03 

7, 900, 000 

Mechanical  re¬ 
frigerators _ 

13,  278,  909. 68 

12, 300, 000 

Firearms,  shells, 
pistols,  and  re¬ 
volvers . 

5, 621, 074. 38 

5, 400, 000 

Toilet  prepara¬ 
tions . 

6, 661,  922. 05 

8,800,000 

All  other,  includ¬ 
ing  repealed 
taxes.. . 

306, 71S.  73 

Total,  manu¬ 
facturers’ 
excise  taxes. 

617, 353, 891.  64 

676, 000, 000 

i  Including  back  taxes  amounting  to  $202,E60,938.85. 

1  Including  back  taxes  amounting  to  $103,389,320.03. 

3 Including  back  taxes  amounting  to  $133,354,000. 

1  Including  back  taxes  amounting  to  $9,654,000. 
includes  $92.99  collected  from  repealed  tax  on  sales 
olproduce  (future  delivery). 

6  Includes  estimated  back  tax  collections  of  $174,000, 000. 

7  Includes  estimated  back  tax  collections  of  $87,000,000. 

8  Estimate  not  available. 
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Actual  internal-revenue  collections  for  fiscal 
year  1941,  compared  with  estimated  collec¬ 
tions  for  fiscal  year  1942 — Continued 


Actual  collec¬ 
tions,  fiscal 
year  1941 

Estimated, 
fiscal  year 
1942,  present 
law 

Miscellaneous  taxes: 

Telephone,  tele¬ 
graph,  radio, 
and  cable  facil- 
i  t  i  e  s,  leased 
wires,  etc _ 

$27, 331, 113. 61 

$28, 000, 000 

Transportation  of 
oil  by  pipe  line. 

12,  480, 585.  65 

13, 300, 000 

Leases  of  safe  de¬ 
posit  boxes . 

2, 215, 898. 10 

2, 200, 000 

Admissions  to 
theaters,  con¬ 
certs,  cabarets, 
etc . 

70, 963, 094. 06 

83,  100, 000 

Club  dues  and 
initiation  fees.. 

6,  £82,  649.  28 

7, 000,  000 

Oleomargarine, 
etc.,  including 
special  taxes, 
and  adulter¬ 
ated  butter _ 

2, 151,  335.  78 

2,  300, 000 

Coconut  and 
other  vegetable 
oils  processed... 

23, 185, 936.  C3 

4, 500, 000 

Bituminous  coal 
tax . 

4, 522,  083.  92 

4, 900, 000 

Sugar  tax  .  - 

74,  698,  554.  45 

62,  400, 000 

All  other,  includ¬ 
ing  repealed 
taxes _ 

742, 421.  50 

620,000 

Total,  miscel¬ 
laneous  taxes. 

224, 873, 672. 38 

208,  320, 000 

Total,  internal 
revenue,  ex¬ 
cluding  em¬ 
ployment 
taxes . . 

6, 444,  251,  917.  28 

8, 555, 930,  COO 

Employment 
taxes _ 

925, 856, 460. 38 

'  961,  300, 000 

Total,  internal 
revenue,  add¬ 
ing  employ¬ 
ment  taxes... 

7, 370, 108, 377.  66 

9,  517,  230, 000 

*  As  estimated  in  Budget,  January  1842. 


Mr.  GEORGE.  Mr.  President,  the 
added  revenue  under  the  bill  now  report¬ 
ed  by  the  committee  is  estimated  at 
$3,679,000,000,  which,  added  to  the  esti¬ 
mated  revenue  for  the  fiscal  year  1942 
under  present  law,  will  make  a  total  of 
over  $13,000,000,000.  The  sum  is  a  stag¬ 
gering  one.  Undoubtedly  a  heavy  bur¬ 
den  will  be  placed  upon  all  our  people. 


At  the  same  time  the  total  estimated  rev¬ 
enue,  even  when  adding  the  amount 
which  it  is  estimated  will  be  collected 
under  the  bill  which  has  been  reported 
by  the  Finance  Committee  and  is  now 
before  the  Senate,  will  not  quite  meet  the 
formula  of  two-thirds  payment  upon  our 
current  spending  out  of  taxes  and  one- 
third  out  of  borrowed  money.  But  if 
it  be  true,  as  some  of  us  hope  and  think, 
that  the  actual  yield  during  the  full  year 
under  the  bill  now  reported  to  the  Senate 
plus  the  yield  under  existing  law  will  run 
above  the  $13,000,000,000  estimated,  as  I 
have  already  stated,  then  we  will  not  be 
far  below  the  two-thirds  and  one-third 
formula,  provided  there  is  some  retrench¬ 
ment  in  the  nondefense  spending,  and 
provided  that  expenditures  for  all  pur¬ 
poses  are  held  within  as  strict  bounds  as 
the  necessities  facing  us  will  enable  us  to 
hold  them. 

The  added  revenue  under  the  Finance 
Committee  bill  comes  largely,  or  I  should 
say  mainly,  from  three  sources — approxi¬ 
mately  $19,000,000  from  the  corporate 
normal  income  tax,  approximately  $120,- 
500,000  from  the  corporate  surtax,  and 
approximately  $332,400,000  from  indi¬ 
vidual  income  taxes,  those  increases  last 
mentioned  being  increases  over  the 
House  bill,  and  not  the  total  burden 
placed  either  upon  corporations  or  indi¬ 
viduals  under  the  Senate  bill. 

Mr.  President,  if  I  may  call  attention 
to  one  further  table,  without  reading  it 
in  detail,  I  will  do  so  at  this  point,  and 
I  call  attention  now  to  income  taxes 
alone.  The  table  sets  forth  the  estimated 
calendar  year  1941  liabilities  under  pres¬ 
ent  law  and  estimated  increased  income- 
tax  liabilities  for  a  full  year  under  the 
provisions  of  the  Senate  bill  at  levels  of 
income  estimated  for  the  calendar  year 
1941.  It  also  shows  the  estimated  in¬ 
crease  under  the  House  bill,  but  I  will  not 
refer  to  that  at  the  moment. 

Mr.  President,  I  ask  that  the  table  be 
printed  in  the  Record  at  this  point. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the  Record, 
as  follows 


Income  taxes — Estimated  calendar  year  1941  liabilities  under  present  law  and  estimated 
increased  income-tax  liabilities  under  a  full  year  effect  of  the  income-tax  provisions 
of  the  House  bill  and  the  Senate  bill  at  levels  of  income  estimated  for  calendar  year  1941 


[In  thousands  of  dollars) 


Estimated 
liabilities 
under  exist¬ 
ing  law 

Estimated 
increase  or 
decrease 
under  House 
bill 

Total  liabili¬ 
ties  under 
House  bill 
and  existing 
law 

Estimated 
increase  or 
decrease 
under  Fi¬ 
nance  Com¬ 
mittee  bill 

Total  liabili¬ 
ties  under 
Finance 
Committee 
bill  and  ex¬ 
isting  law 

Income  taxes: 

Corporation  normal  _  _ 

2, 939,  200 

-520, 100 
644,  700 
864,  800 

2, 419, 100 
644,  700 
3, 088, 100 
260,  000 
2,  224,  700 
37,  000 
4,  000 

-501, 100 
765,  200 
1, 197,  200 

2, 438, 100 
765, 200 
3,  420,  500 
260,  000 
2, 157,  000 
37,  000 
4,000 

Corporation  surtax _ _ _ 

Individual.  .  .  .  __ 

2, 223, 300 
260,  COO 
1,  026,  400 
37,  000 
4,  000 

Back  taxes _ _ 

Excess-profits  tax _ 

1, 198,  300 

1, 130,  600 

Declared  value  excess  profits _ 

Unjust  enrichment...! _ 

Total,  .ncomc  taxes 

6, 489,  900 

2, 187,  700 

8, 677, 600 

2, 591, 900 

9, 081, 800 

Mr.  GEORGE.  Mr.  President,  from 
the  corporate  normal  income  the  esti¬ 
mated  liability  under  existing  law  for 
the  calendar  year  1941  is  $2,939,200,000. 
Under  the  Senate  bill  the  corporate  nor¬ 
mal  income  is  minus  $501,100,000,  which 
will  be  accounted  for  in  the  next  figure 
given. 


The  total  liability  under  the  Finance 
Committee  bill  and  existing  law  will  be, 
on  corporate  normal  income,  $2,438,- 
100,000. 

By  the  corporate  surtax — which  does 
not  now  exist,  but  which  has  been  im¬ 
posed  both  under  the  House  bill  and 
under  the  Senate  bill — the  estimated  in¬ 


crease  under  the  Finance  Committee  bill 
is  $765,200,000,  and  the  total  liability 
under  the  Finance  Committee  bill  and 
the  existing  law  is,  of  course,  the  same 
amount,  because  in  the  present  law  there 
is  no  surtax  on  corporate  income. 

Individual  incomes.  Estimated  liabil¬ 
ity  under  existing  law,  $2,223,300,000. 
Under  the  Senate  bill  the  estimated  in¬ 
creased  liability  is  at  $1,197,200,000.  The 
increase — Senators,  note  that — is  $1,- 
197,200,000  over  present  law,  making  a 
total  tax  on  personal  incomes  under  the 
Finance  Committee  bill  and  present  law 
of  $3,420,500,000. 

The  estimated  liability  under  existing 
law  for  excess-profits  tax  is  $1,026,400,- 
000.  The  estimated  increase  under  the 
Senate  Finance  Committee  bill  is  $1,130,- 
600,000.  This  makes  a  total  of  $2,157,- 
000,000  on  excess-profits  tax. 

On  declared-value  excess  profits  the 
tax  liability  is  $37,000,000  under  present 
law,  which  is  not  affected  by  any  increase 
in  the  Finance  Committee  bill.  Under 
the  item  of  “Unjust  enrichment”  the  tax 
liability  is  only  $4,000,000. 

So  we  have  as  the  estimated  liabilities 
of  the  taxpayers  under  existing  law,  plus 
the  bill  as  amended  in  the  Finance  Com¬ 
mittee,  a  total  of  income  taxes  as  fol- 
lowtf: 

Estimated  liabilities  under  existing 
law,  $6,489,900,000.  Total  liabilities  un¬ 
der  the  Finance  Committee  bill  and  ex¬ 
isting  law,  $9,081,800,000. 

Mr.  President,  I  ask  the  Senate  to  note 
that  the  tax  on  corporations  under  this 
estimate  is  as  follows: 

Two  billion  four  hundred  and  thirty- 
eight  million  one  hundred  thousand  dol¬ 
lars  normal  income  corporate  tax. 

Seven  hundred  and  sixty-five  million 
two  hundred  thousand  dollars  corporate 
surtax. 

Two  billion  one  hundred  and  fifty-seven 
million  dollars  excess-profits  tax. 

Thirty-seven  million  dollars  declared- 
value  excess  profits. 

Four  million  dollars  unjust  enrich¬ 
ment. 

The  total  liability  of  corporations  is 
$5,401,300,000. 

The  first  major  change  made  in  the 
bill  now  presented  to  the  Senate  is  in 
the  personal-income-tax  section.  As  we 
all  remember,  under  existing  law  the  per¬ 
sonal  exemptions  are  $800  for  a  single 
person  and  $2,000  for  a  married  person 
without  dependents.  Under  the  terms  of 
the  bill  the  exemptions  are  reduced  by 
$50  in  the  case  of  a  single  person — from 
$800  to  $750 — and  by  $500  in  the  case  of  a 
married  person  or  head  of  a  family — 
from  $2,000  to  $l,500. 

This  change  in  the  personal  income- 
tax  law  creates  an  additional  liability  of 
approximately  $303,000,000.  About  $49,- 
000,000  of  this  amount  will  be  collected 
from  new  taxpayers,  who  will  be  brought 
in  by  virtue  of  lowering  the  exemption. 
Some  $254,000,000  will  be  payable  by  the 
same  taxpayers  who  now  pay  personal 
income  taxes  under  existing  law.  So, 
lowering  the  exemptions,  or  broadening 
the  base,  as  we  speak  of  it,  will  have  the 
effect  of  increasing  the  tax  liability  on 
individual  incomes  by  some  $303,000,000, 
as  estimated  by  the  Treasury  officials. 
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It  must  be  borne  in  mind  that  this 
broadening  of  the  base  does  not  place 
any  great  added  burden  upon  the  new 
taxpayers.  On  page  7  of  the  bill  will  be 
found  a  table  which  may  be  conveniently 
described  as  the  short  form  of  making 
income-tax  returns.  Under  the  terms  of 
an  amendment  inserted  in  the  bill,  the 
short  form  may  be  used  by  the  individual 
taxpayer  whose  total  income  consists  of 
wages,  salaries,  or  compensation  for  per¬ 
sonal  services,  dividends,  interest,  rents, 
annuities,  or  royalties.  The  short  form 
for  the  return  is  optional  with  the  tax¬ 
payer  whose  gross  income  is  $3,000  or 
less.  It  may  not  be  used  by  any  taxpayer 
whose  income  is  derived  from  sources 
other  than  those  already  enumerated,  or 
whose  income  exceeds  $3,000  per  year. 

Looking  at  the  short  form  of  return,  it 
will  be  seen  that  on  an  income  from  $1 
to  $750  no  tax  is  imposed.  This  is  be¬ 
cause  the  exemption  allowed  a  single  per¬ 
son  is  $750.  On  incomes  from  $750  to 
$775  the  tax  for  a  single  person  is  only 
$1;  from  $775  to  $800,  the  present  ex¬ 
emption,  the  tax  is  only  $2.  From  $800 
to  $825  the  tax  for  a  single  person  is  only 
$3.  Not  until  an  income  between  $825 
and  $850  is  reached  does  the  tax  reach 
$5.  In  simple  language,  for  the  first 
time  the  tax  becomes  more  than  1  cent  a 
day. 

Not  until  the  income  reaches  $1,500  is 
there  any  tax  in  the  case  of  the  head  of  a 
family  or  a  married  person.  From  $1,500 
to  $1,525  the  tax  is  only  $1;  from  $1,525 
to  $1,550  the  tax  on  the  head  of  a  family 
or  a  married  person  is  only  $2,  and  so  on 
up  to  the  present  exemption  of  $2,000, 
when  the  tax  becomes  $37.  On  an  in¬ 
come  of  $1,800  in  the  case  of  a  married 
person,  the  tax  is  $22. 

Whatever  may  be  said  hereafter  in 
debate,  no  one  who  fairly  considers  these 
slight  liabilities  to  the  new  taxpayers 
who  will  be  brought  into  the  taxing  sys¬ 
tem  by  virtue  of  the  lowering  of  the 
exemptions  can  justly  complain  of  the 
small  tax  to  which  they  will  be  sub¬ 
jected. 

I  should  say,  in  passing,  that  the  short 
form  for  the  return  takes  into  consider¬ 
ation  what  the  Treasury  has  found  to  be 
the  average  deduction  of  those  who  may 
be  described  as  falling  in  the  lower 
brackets;  that  is,  those  whose  income 
does  not  exceed  $3,000. 

It  must  also  be  borne  in  mind  that 
the  short  form  is  optional.  The  tax¬ 
payer  may  use  it.  If  he  uses  it  for  a  cer¬ 
tain  year,  he  is  precluded  from  changing 
over  and  calculating  the  tax  another  way 
for  that  particular  year.  The  next  year 
he  may  use  it  again  or  he  may  compute 
his  tax  in  the  ordinary  way. 

One  change  has  been  made  that  should 
be  noted,  and  chat  is  this:  A  married 
person — let  us  say,  a  widower — who  has 
one  child  is  not  entitled  to  take  a  deduc¬ 
tion  of  $400  for  the  child  because  the 
child  brings  him  into  the  category  or 
class  of  the  head  of  a  family.  In  other 
words,  a  widower  with  one  child  under 
18  years  of  age  dependent  upon  the  father 
becomes  the  head  of  a  family,  and  is 
entitled  to  an  exemption  not  of  $750  but 
of  $1,500.  If  he  has  two  children  in  the 
same  circumstances,  he  is  entitled  to  an 
exemption  of  $1,500,  plus  $400,  or  $1,900. 


If  he  has  three  children,  his  exemption  is 
increased  by  the  further  addition  of  $400 
for  the  additional  child.  The  head  of  a 
family  is,  of  course,  entitled  not  only  to 
the  $1,500  exemption  but  to  the  exemp¬ 
tion  in  the  present  law  of  $400  for  each 
dependent  child  under  18  years  of  age, 
or  other  dependents  for  whom  he  is 
allowed  the  deduction. 

Another  important  change  recom¬ 
mended  by  the  committee  and  included 
in  the  bill,  applicable  to  individual  in¬ 
comes,  is  the  so-called  tax  on  incomes 
from  community  property.  That,  of 
course,  is  a  controversial  provision. 

Ever  since  the  advent  of  the  income 
tax,  the  disparity  in  the  taxation  of  in¬ 
come  in  the  community-property  States 
as  compared  with  that  in  the  non-com¬ 
munity-property  States  has  caused  con¬ 
siderable  concern.  This  situation  has 
become  more  accentuated  as  the  gradu¬ 
ated  surtax  rates  have  been  increased 
f-om  time  to  time;  and  it  becomes  more 
important  because  of  the  rather  drastic 
increases  made  in  the  present  bill.  Mar¬ 
ried  persons  in  the  community-property 
States  under  existing  law  are  able  to 
effect  substantial  tax  savings  as  com¬ 
pared  with  married  persons  in  the  other 
States.  Remedies  for  this  inequitable 
situation  have  been  frequently  recom¬ 
mended  to  the  Congress  by  the  Treasury 
Department  and  by  various  other  tax  ex¬ 
perts.  With  the  substantial  increases  in 
the  surtax  rates  contained  in  the  bill 
these  inequities  become  more  apparent 
and  their  termination  more  desirable. 

Consequently,  the  committee  bill  pro¬ 
vides  a  method  whereby  taxpayers  in 
community-property  States  are  placed 
on  a  parity  with  all  other  taxpayers  and 
will  pay  the  same  amount  of  tax  as  do  in¬ 
dividuals  similarly  situated  in  the  non¬ 
community-property  States. 

I  will  read  to  the  Senate  the  amend¬ 
ment  which  is  found  on  page  32  of  the 
bill,  and  I  call  especial  attention  to  it: 

For  the  purpose  of  determining  the  in¬ 
come-tax  liability  of  any  individual: 

(a)  Income  earned  by  each  spouse 
(whether  or  not  treated  as  community  prop¬ 
erty  under  the  State  law)  shall  be  consid¬ 
ered  as  the  income  of  the  earner  thereof. 

That  is  to  say,  the  salary  of  a  hus¬ 
band  and  the  salary  of  a  wife  shall  re¬ 
main  separate,  and  shall  be  separately 
returned.  The  income  of  a  doctor,  of  a 
dentist,  or  of  a  lawyer  shall  be  consid¬ 
ered  as  the  income  of  the  actual  earner, 
and  shall  remain  separate. 

(b)  Income  derived  from  property  of  the 
marital  community — 

Now,  note — 

(except  such  property  as  constitutes  either 
income  derived  from  the  separate  property 
of  either  spouse  or  property  acquired  there¬ 
with) — 

That  is  to  say,  with  the  income — 
shall  be  considered  as  the  income  of  the 
spouse  who  has  the  management  and  con¬ 
trol  thereof  under  the  law  of  the  jurisdic¬ 
tion  in  which  the  marital  community  exists. 

The  third  section  I  need  not  read,  be¬ 
cause  the  whole  meat  of  it  is  in  these 
two. 

I  know  very  well,  and  I  entirely  re¬ 
spect,  the  views  and  opinions  of  Sena¬ 


tors  who  come  from  the  so-called 
community-property  States.  I  under¬ 
stand  exactly  their  position.  There  is 
no  purpose  on  the  part  of  the  Finance 
Committee  or  of  the  Congress  to  inter¬ 
fere  in  any  single  respect  with  the  law 
of  a  State  so  far  as  it  controls  the  prop¬ 
erty  rights  of  the  wife  or  of  the  hus¬ 
band,  except  in  one  particular,  and  that 
is  for  Federal  tax  purposes.  The  person 
who  earns  the  money  must  return  it  as 
his  income;  and  for  Federal  tax  pur¬ 
poses  the  income  from  the  community 
property,  but  not  including  the  income 
from  the  separate  property  of  the  wife 
or  property  purchased  by  her  out  of  the 
income  from  her  separate  property, 
must  be  returned  by  the  one  who  has 
the  management  and  control  of  the 
property  under  the  law  of  the  jurisdic¬ 
tion  in  which  such  marital  community 
exists. 

There  is  no  attempt  to  invade  the 
rights  of  the  States;  but  the  Congress  is 
now  doing  what  in  my  opinion  it  should 
have  done  from  the  first — determining 
the  liability  to  Federal  taxes  not  upon 
the  laws  of  different  jurisdictions  but 
upon  the  Congress’  own  declaration  of 
how  incomes,  from  whatever  source  de¬ 
rived,  should  be  made  taxable,  and  to 
whom  those  incomes  should  be  made 
taxable. 

I  dare  say  that  the  Senate  will  hear  a 
great  deal  of  argument  on  the  constitu¬ 
tionality  of  this  part  of  the  bill;  but  to  me 
there  is  no  constitutional  question  in¬ 
volved  in  it.  So  long  as  the  Federal  Gov¬ 
ernment  taxes  on  the  basis  of  the  varying 
laws  of  the  several  States,  of  course  the 
community-property  States  are  entitled 
to  special  treatment,  because  under  the 
laws  of  their  States  there  are  different 
rules  governing  the  income  after  mar¬ 
riage.  But  when  the  Federal  Govern¬ 
ment  exercises  its  undoubted  plenary 
power  to  tax  earnings,  in  whatever  State 
they  may  be  earned,  to  the  person  who 
actually  produces  them,  there  can  be  no 
question  of  constitutionality.  Not  only 
that,  but  I  do  not  see  how  there  can  be 
any  question  as  to  the  morality  of  this 
amendment,  its  fairness,  and  its  justice. 
Let  me  give  an  illustration.  Here  is  a 
Senator  from  a  community-property 
State,  whose  total  net  taxable  income 
consists  alone  of  the  salary  paid  him  by 
the  Federal  Government,  $10,000;  here 
is  another  Senator  from  a  non-com¬ 
munity-property  State,  whose  total  net 
taxable  income  consists  only  of  the 
$10,000  paid  him  by  the  Federal  Govern¬ 
ment;  yet  the  Senator  who  lives  in  the 
community-property  State  may  split  his 
income,  because,  under  the  law  of  the 
State,  the  wife  has  a  vested  right  in  the 
income,  and  he  may  escape  with  more 
than  $300  saving  as  against  the  Senator 
who  lives  in  the  non-community-prop¬ 
erty  State. 

So  the  committee  has  recommended 
that  earned  income  be  taxed  to  the  per¬ 
son  who  earns  it,  and  that  the  income  of 
property  be  taxed  to  the  person  who 
manages  and  controls  it,  provided  always 
that  there  is  excluded  the  income  from 
the  separate  property  of  the  husband  or 
the  wife  and  the  income  from  property 
purchased  out  of  the  income  of  the  sep¬ 
arate  property  of  husband  or  wife. 
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Mr.  OVERTON.  Mr.  President,  will 
the  Senator  yield,  or  did  he  ask  not  to 
be  interrupted? 

Mr.  GEORGE.  No;  I  did  not  ask  not 
t(  be  interrupted.  I  will  be  glad  to  yield 
if  the  Senator  wishes  me  to  do  so.  I  was 
about  to  pass  on  to  another  point. 

Mr.  OVERTON.  The  marital  part¬ 
nership  existing  in  the  community-prop¬ 
erty-law  States  is  an  involuntary  co¬ 
partnership  forced  upon  the  husband  and 
the  wife,  by  law,  by  virtue  of  their 
marital  relations? 

Mr.  GEORGE.  That  is  by  virtue  of 
the  law  of  the  State. 

Mr.  OVERTON.  Yes;  by  virtue  of  the 
law  of  the  State.  Whether  they  desire 
it  or  whether  they  do  not  desire  it,  it  is 
compulsory  that  there  should  be  a  mari¬ 
tal  copartnership. 

Mr.  GEORGE.  Yes;  I  understand 
that. 

Mr.  OVERTON.  I  was  following  the 
argument  made  by  the  able  Senator  from 
Georgia,  and  I  was  wondering  whether 
the  committee  had  taken  into  considera¬ 
tion  whether  the  principle  which  he  is 
now  advocating  should  not  also  apply, 
and  perhaps  a  fortiori,  to  voluntary  part¬ 
nerships  which  are  entered  into,  so  that 
the  tax  liability  would  be  upon  the  man¬ 
aging  head  of  any  partnership. 

Mr.  GEORGE.  Oh,  no;  because  the 
law  looks  right  through  the  partnership, 
and  it  taxes  to  each  partner  his  propor¬ 
tion  of  the  earnings  of  the  partnership. 
In  other  words,  this  amendment  does 
exactly  what  is  done  to  a  partnership  in 
a  non-community-property  State  or  in  a 
community-property  State,  as  for  that, 
where  the  partnership  is  not  between 
husband  and  wife. 

Mr.  OVERTON.  Is  it  not  true  that, 
under  existing  law,  each  member  of  the 
marital  copartnership  is  taxed  for  his 
or  her  portion  of  the  revenue  of  the 
copartnership? 

Mr.  GEORGE.  Exactly. 

Mr.  OVERTON.  And  makes  returns 
on  it? 

Mr.  GEORGE.  And  that  enables  the 
two  to  reduce  their  tax  liability. 

Mr.  OVERTON.  I  understand  that. 
Under  existing  law  revenue  derived  by  a 
copartner  out  of  the  business  of  the  co¬ 
partnership  is  taxed  against  the  copart¬ 
ner. 

Mr.  GEORGE.  Exactly,  because  the 
partnership,  as  such,  does  not  pay  the 
tax. 

Mr.  OVERTON.  I  understand  that. 
Under  the  bill  as  reported  by  the  Senate 
Committee  on  Finance  that  principle 
would  continue  so  far  as  voluntary  part¬ 
nerships  are  concerned,  so  far  as  part¬ 
nerships  generally  are  concerned. 

Mr.  GEORGE.  Certainly. 

Mr.  OVERTON.  What  I  am  asking 
the  Senator  is  why  should  not  the  argu¬ 
ment  and  the  reasoning  which  he  has 
made  in  support  of  forcing  a  tax  liability 
upon  the  managing  head  of  the  involun¬ 
tary  marital  copartnership  apply  with 
equal,  if  not  greater,  force  to  imposing 
the  same  liability  upon  the  managing 
head  of  a  voluntary  copartnership  any¬ 
where  situated? 

Mr.  GEORGE.  I  will  be  glad  to  answer 
the  Senator.  This  amendment  applies 
the  identical  rule  that  is  applied  to  part¬ 


nerships.  If  one  partner  owns  99  percent 
of  the  interest  in  a  partnership,  and  the 
firm  makes  a  hundred  dollars,  he  must 
return  $99.  The  husband  and  wife,  if 
they  are  both  owners  under  this  amend¬ 
ment  must  return  their  income  separate¬ 
ly,  but  if  the  husband  is  the  earner,  and 
has  earned  the  entire  income,  it  must  be 
taxable  to  him,  that  is  the  personal  in¬ 
come.  When  it  comes  to  the  question  of 
the  community  property  in  which  it  is 
said  a  partnership  exists  under  the  law 
of  every  community-property  State,  one 
spouse,  at  least  under  general  rules  and 
under  ordinary  circumstances,  is  given 
the  management  of  that  property,  given 
the  right,  to  control  it  the  right  to  use  it, 
and  the  right  to  deal  with  it,  practically 
as  if  it  were  his  own.  I  do  not  believe 
anyone  can  say  that  such  a  partnership 
is  comparable  to  a  partnership  in  the 
ordinary  sense  where  either  partner  can 
demand  an  accounting  at  any  time  and 
both  are  liable  personally  for  the  part¬ 
nership  debts.  I  am  unable  to  find  under 
the  community-property  system  any  lia¬ 
bility  against  the  separate  property  of  the 
wife  for  the  debts  of  the  husband.  This 
amendment  is  leveled  only  at  the  taxation 
of  the  income  of  the  property  by  the  Fed¬ 
eral  Government,  and  does  not  interfere 
with  any  of  the  property  interests  of  the 
wife  in  the  community  property,  even 
though  it  consists  of  salary  or  other 
earned  income  of  the  husband. 

But  the  Senator  asks,  since  there  is  an 
involuntary  partnership  which  produces 
this  result,  then,  why  not  let  the  husband 
and  wife,  as  if  they  were  not  related  at 
all,  each  make  a  return  of  the  marital 
income — that  is,  make  a  separate  re¬ 
turn — as  I  understand  the  position  which 
the  Senator  takes? 

There  are  many  answers  to  that  ques¬ 
tion.  While  it  is  said  that  there  is  a 
complete  partnership  in  the  community- 
property  States,  those  States  whose  laws 
I  have  had  an  opportunity  to  examine 
do  not  make  the  wife’s  separate  property 
liable  for  the  debts  of  the  community- 
property  estate,  if  I  make  myself  clear. 
The  wife’s  separate  property  cannot  be 
held  liable  for  a  loss  incurred  by  the 
husband  in  the  management  and  in  the 
conduct  of  the  community  property. 
Under  an  ordinary  partnership,  each 
partner  can  demand  an  accounting  at 
any  time.  They  are  not,  therefore,  part¬ 
ners  in  the  same  sense  in  which  the  ordi¬ 
nary  voluntary  partnership  exists.  Fur¬ 
thermore,  it  is  very  difficult  for  a  family 
partnership  in  a  non-community-prop¬ 
erty  State  to  be  recognized  as  such  for 
Federal-tax  purposes  unless  the  partners 
contribute  either  capital  or  services. 

I  will  discuss  this  matter  more  fully 
at  a  little  later  time. 

Mr.  OVERTON.  I  had  not  really  de¬ 
sired  to  interrupt  the  Senator  in  his  pres¬ 
entation,  but  I  simply  wanted  to  know 
if  the  committee  had  considered  broad¬ 
ening  the  principle  he  was  advocating 
so  as  to  extend  it  to  partnerships  gen¬ 
erally? 

Mr.  GEORGE.  No;  the  committee  did 
not  consider  that,  because  there  is  not 
any  occasion  for  it,  as  I  have  just  tried 
to  indicate.  A  word  further,  and  then 
I  will  pass  from  the  consideration  of  this 
particular  amendment.  It  may  be  said, 


and  will,  undoubtedly,  be  said,  that  this 
is  but  the  camel’s  nose  under  the  tent, 
and  that  the  next  move  will  be  what  was 
attempted  in  the  so-called  compulsory 
joint-return  provision  of  the  House  bill. 

The  joint  return  attempted  to  combine 
the  separate  incomes  of  husband  and 
wife  and  measure  the  tax  with  reference 
to  income  over  which  the  husband  had 
no  management  or  control.  This  amend¬ 
ment  takes  care  of  that  situation,  be¬ 
cause  it  is  provided  in  paragraph  (b) 
that — 

Income  derived  from  property  of  the  mari¬ 
tal  community  (except  such  property  as  con¬ 
stitutes  either  income  derived  from  the  sep¬ 
arate  property  of  either  spouse  or  property 
acquired  therewith)  shall  be  considered  as 
the  income  of  the  spouse  who  has  the  man¬ 
agement  and  control  thereof  under  the  law 
of  the  jurisdiction  in  which  the  marital 
community  exists. 

The  exception  operates  directly  against 
the  argument,  born  of  fear,  that  here¬ 
after,  if  this  amendment  be  adopted,  all 
married  persons  in  this  country,  wherever 
they  reside,  will  be  forced  to  make  joint 
returns,  because  it  recognizes  the  separate 
property  of  the  wife,  whether  she  in¬ 
herited  it  prior  to  marriage  or  subsequent 
to  marriage,  whether  it  came  from  her 
father  or  mother  or  from  an  aunt  or  an 
uncle,  or  whether  she  earned  it,  and 
moreover  recognizes  that  she  has  the 
right  to  enjoy  that  income,  and  that  she 
cannot  be  compelled  to  join  in  a  return 
with  the  husband  of  that  income. 

Mr.  ELLENDER.  I  would  like  to  in¬ 
quire  from  the  Senator  if  the  committee 
gave  consideration  to  the  fact  that  in 
Louisiana  at  the  death  of  either  spouse 
the  community  property  belongs  half  to 
the  surviving  spouse  and  half  to  the  sur¬ 
viving  children,  that  at  all  times  the 
property  is  really  and  actually  owned  by 
both  in  the  proportion  of  one-half  to 
each? 

Mr.  GEORGE.  Yes;  that  matter  was 
brought  to  our  attention. 

Mr.  ELLENDER.  As  I  understood  the 
Senator,  the  theory  upon  which  the  com¬ 
mittee  imposed  this  additional  burden  on 
community-property  States  is  that  since 
the  husband  manages  the  community 
property,  that  fact  in  itself  should  be  a 
sufficient  reason  to  impose  a  tax  upon  it. 
On  the  theory  that  since  the  husband 
has  control  of  it,  manages  it,  and  does  as 
he  pleases  with  it,  he  is  the  owner  and 
therefore  should  bear  all  taxes  thereon. 

Now  I  desire  to  ask  the  Senator  an¬ 
other  question.  Will  he  agree  with  me 
that  in  most  States  the  husband  manages 
the  separate  estate  of  the  wife? 

Mr.  GEORGE.  Oh,  yes;  but  it  is  not 
a  question  of  who  manages  it.  It  may  be 
managed  through  any  sort  of  an  agent. 
The  question  is,  who  has  the  right  of 
management;  who  has  the  right  to  con¬ 
trol  it;  who  has  the  right  to  deal  with  it 
very  much  as  if  it  were  his  own? 

Mr.  ELLENDER.  But,  as  I  under¬ 
stand,  because  of  the  fact  that  the  hus¬ 
band,  let  us  say  in  Louisiana,  manages 
the  community  property,  although  the 
wife  owns  half  thereof,  you  want  to  im¬ 
pose  a  tax;  but  in  common-law  States, 
where  the  husband  manages  the  separate 
estate  of  the  wife,  no  tax  is  levied. 

Mr.  GEORGE.  Oh,  no;  there  is  noth¬ 
ing  immoral  in  this  thing.  Just  as  surely 
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as  we  stand  on  the  floor  of  the  Senate,  all 
the  moralities,  in  my  judgment,  are  in 
favor  of  the  tax  we  have  recommended. 

In  the  common-law  States  the  husband 
may  manage  the  wife’s  property,  but  he 
is  merely  acting  as  her  agent  under  a 
voluntary  arrangement. 

Mr.  ELLENDER.  I  understand  that. 
The  authority  in  both  cases  is  about  the 
same. 

Mr.  GEORGE.  She  could  get  anyone 
else  to  manage  it;  and  that,  of  course, 
would  not  make  her  separate  property 
taxable  to  the  husband  nor  the  income 
of  it  taxable  to  the  husband. 

We  gave  consideration  to  that  subject. 
I  will  get  back  to  it  after  awhile  when  we 
reach  that  amendment. 

Mr.  ELLENDER.  A  while  ago  the  Sen¬ 
ator  stated,  as  I  understood  him,  that  the 
fact  that  the  husband  has  the  manage¬ 
ment  of  the  community  estate  of  itself 
gives  the  right  to  tax  it  as  a  whole. 

Mr.  GEORGE.  Oh,  no;  to  the  spouse 
who  has  the  management  and  control 
of  the  property;  but  the  fact  must  al¬ 
ways  be  kept  in  mind  that  by  virtue  of 
the  law  of  the  State  the  right  of  man¬ 
agement  and  the  right  of  control  is  in¬ 
volved,  and  not  the  mere  physical  man¬ 
agement  or  control  of  the  property.  In 
the  common-law  States  nothing  is  in¬ 
volved  but  physical  control  or  physical 
management,  which,  of  course,  any 
owner  may  exercise  through  any  agent 
of  his  own  choosing  or  selection.  For 
example,  in  Matern  v.  Com.  (61  Fed. 
(2d)  663),  the  circuit  court  held  that 
where  title  to  property  was  in  the  wife, 
but  she  permitted  her  husband  to  man¬ 
age  it  because  of  her  inexperience,  the 
income  from  the  property  was  properly 
taxable  to  the  wife.  She  was  not  de¬ 
prived  of  the  enjoyment  of  the  income, 
because  she  could  select  any  agent  of  her 
own  choosing  to  manage  it  and  require 
the  fruits  to  be  turned  over  to  her. 

Mr.  ELLENDER.  In  all  the  common- 
law  States,  though,  the  husband  man¬ 
ages  the  wife’s  estate  to  the  same  extent, 
I  dare  say,  as  the  husband  manages  the 
wife’s  share  in  a  community-property 
State. 

Mr.  GEORGE.  I  would  not  doubt  it 
for  a  moment.  I  am  sure  the  Senator  is 
right. 

Mr.  ELLENDER.  Why  not  make  the 
taxes  the  same,  then? 

Mr.  GEORGE.  The  taxes  are  the 
same. 

Mr.  ELLENDER.  They  are  not. 

Mr.  GEORGE.  Oh,  yes;  they  are. 
That  is  what  we  are  trying  to  do  right 
new.  In  the  common-law  States  the 
wife  is  taxable  upon  her  property,  and 
the  husband  is  taxable  upon  his  prop¬ 
erty;  and  the  wife  cannot  build  up  an 
estate  out  of  the  wages  and  salaries  and 
income  of  the  husband  and  call  it  com¬ 
munity  property  and  thereby  enable  her 
to  split  that  income  in  two  and  take  a 
part  of  it  to  reduce  the  total  tax. 

Mr.  ELLENDER.  The  only  reason 
why  they  split  it  in  two  is  because  the 
law  recognizes  it  as  property  belonging 
to  husband  and  wife. 

Mr.  GEORGE.  I  understand.  I  am 
not  quarreling  with  the  law  of  Louisi¬ 
ana  or  Texas  or  any  other  State.  I  rec¬ 
ognize  the  right  of  the  State  to  make  its 
own  laws. 


Mr.  ELLENDER.  I  do  not  see  how  the 
Senator  can  take  the  position,  then,  that 
he  is  treating  all  the  States  alike. 

Mr.  GEORGE.  Exactly  alike.  That 
is  what  we  are  aiming  to  do. 

Mr.  ELLENDER.  I  do  not  desire  to 
question  the  Senator  further,  but  I  pro¬ 
pose  to  discuss  the  matter  fully  in  my 
own  time. 

Mr.  GEORGE.  Another  important 
provision  of  the  bill  is  one  relating  to 
payments  for  alimony  and  separate 
maintenance.  Without  any  lengthy  dis¬ 
cussion  of  it  at  this  time,  I  will  state  that 
under  the  existing  law  periodic  payments 
of  alimony  or  for  separate  maintenance 
are  not  deductible  from  the  gross  income 
of  the  spouse  making  such  payments  and 
are  not  taxable  to  the  spouse  receiving 
them.  Thus,  for  example,  a  husband  is 
taxed  upon  his  entire  income  even  though 
a  considerable  amount  thereof  may  be 
going  periodically  to  his  spouse  or  to  his 
former  spouse  under  a  court  decree  or 
under  a  written  instrument  incident  to  a 
divorce  or  separation.  This  situation 
has  resulted  in  substantial  hardship  in 
certain  cases.  The  committee  bill  there¬ 
fore  provides  that  periodic  payments  of 
alimony  or  for  separate  maintenance — 
and  I  think  we  must  bear  in  mind  the 
exact  provision;  that  is,  for  alimony  or 
separate  maintenance — shall,  in  taxable 
years  beginning  after  December  31,  1941, 
be  includible  in  the  gross  income  of  the 
recipient  and  shall  be  deductible  from 
the  gross  income  of  the  payor.  Likewise, 
in  the  case  of  trusts  for  the  payment  of 
alimony  or  separate  maintenance,  the 
bill  provides  that  the  trust  income  shall 
be  taxed  to  the  beneficiary,  rather  than 
to  the  grantor. 

Another  important  amendment  made 
in  the  bill  to  which  I  direct  attention 
without  going  into  it  in  detail  is  that  the 
surtax  on  corporate  income,  which  was 
fixed  by  the  House  at  5  percent  on  in¬ 
comes  of  $25,000  or  less  and  6  percent  on 
incomes  of  more  than  $25,000,  has  been 
changed  by  the  Senate  committee  so  that 
the  surtax  is  placed  at  6  percent  on  the 
first  $25,000  of  corporate  income  and  7 
percent  on  the  balance. 

The  committee  made  another  change 
in  the  bill  which  the  Senate  will  observe 
running  throughout  the  bill  wherever 
applicable — that  is,  the  committee  inte¬ 
grated  the  10-percent  defense  tax  which 
was  imposed  in  the  Revenue  Act  of  1940 
on  personal  incomes  and  on  corporate 
incomes,  and  other  taxes  into  the  rate 
itself. 

Another  important  change  in  the 
House  bill  was  made  by  the  committee 
in  eliminating  the  so-called  special  10- 
percent  excess-profits  tax  on  corpora¬ 
tions  using  the  invested  capital  credit 
system.  We  had  great  sympathy  with 
the  stated  objectives  and  purposes  of  the 
Treasury,  but  we  thought  that  for  sound 
taxation  purposes  this  special  10-percent 
excess-profits  tax  could  not  be  justified. 
So,  in  its  report  to  the  Senate,  the  com¬ 
mittee  asks  for  the  elimination  of  this 
special  10-percent  excess-profits  tax. 
That,  of  course,  does  affect  the  revenue 
to  some  extent — approximately  some¬ 
where  in  the  neighborhood  of  $50,000,000, 
I  believe — and  it  accounts  in  part  for  the 
fact  that  the  Senate  committee  raised 


the  surtax  rate  on  normal  or  corporate 
income  to  6  and  7  percent — 1  percent 
above  the  House  rate. 

There  is  another  matter  of  importance 
in  the  bill — the  capital-stock  tax.  The 
capital-stock  tax  was  raised  by  the 
House  from  $1.10  to  $1.25  per  thousand. 
The  Senate  committee  report  gives  to 
the  corporations  the  advantage  of  an 
annual  declaration  of  value.  Corpora¬ 
tions  are  under  existing  law  required  to 
declare  a  value  for  capital-stock-tax  pur¬ 
poses  every  third  year,  and  the  value  thus 
fixed  runs  through  the  two  succeeding 
years  until  the  third  year  comes  around 
again.  In  view  of  the  extreme  difficulty  of 
foretelling  or  foreknowing  with  any  de¬ 
gree  of  accuracy  how  a  corporation  will 
fare  under  existing  conditions,  it  was 
thought  wise  by  the  committee  to  permit 
an  annual  declaration  of  value. 

The  committee  also  extended  by  30 
days  the  period  in  which  the  annual 
declaration  is  to  be  made,  but  this  is  for 
the  current  year  only. 

There  are  a  great  many  excise  taxes  in 
the  bill.  It  will  be  seen  at  a  glance,  as  the 
separate  sections  are  considered,  that 
some  of  the  excise  taxes  in  existing  law 
have  had  their  rates  increased  or  their 
exemptions  allowed.  In  a  number  of 
other  cases  a  new  excise  tax  has  been  im¬ 
posed,  and  in  three  instances — in  the 
case  of  furs,  jewelry,  and  cosmetics — the 
tax  has  been  applied  to  the  retail  sales 
of  those  particular  articles.  In  this  re¬ 
spect  we  did  not  change  the  provisions  of 
the  House  bill. 

The  Senate  committee  has  eliminated 
certain  miscellaneous  taxes  and  excise 
taxes  imposed  by  the  House  in  the  tax 
bill  now  before  us.  The  committee  elimi¬ 
nated  the  soft-drink  tax,  because  it  was 
believed  that  the  House  tax  unduly  penal¬ 
ized  the  small  bottlers.  We  also  elimi¬ 
nated  the  so-called  billboard  tax,  or  the 
tax  on  outdoor  advertising,  and  the  tax 
on  radio  broadcasting.  Those  taxes  were 
entirely  eliminated. 

The  Senate  committee  added  only  one 
new  excise  tax.  This  was  a  manufac¬ 
turer’s  excise  tax  of  10  percent  on  the  sale 
of  electric-light  bulbs.  The  committee 
did,  however,  increase  some  existing  rates 
which  should  be  called  to  the  attention 
of  the  Senate  at  this  time,  and  with  this 
I  shall  be  through. 

The  committee  increased  the  admis¬ 
sion-tax  rate  by  approximately  50  per¬ 
cent,  as  I  interpret  the  tax.  The  com¬ 
mittee  likewise  increased  the  tax  on  local 
telephone  bills  from  5  to  10  percent,  and 
made  other  changes  in  the  telegraph, 
telephone,  and  radio  taxes. 

The  committee  relieved  certain  articles 
relatively  small  ir_  point  of  value  of  one  or 
more  of  the  excise  taxes  imposed  by  the 
House. 

Finally,  the  Senate  committee  in¬ 
creased  the  wine  tax  from  8  cents  on 
wines  containing  not  more  than  14  per¬ 
cent  of  alcohol  by  volume  to  10  cents  per 
gallon.  Then,  on  wines  containing  not 
more  than  21  percent  of  alcohol  by  vol¬ 
ume,  the  tax  was  raised  to  35  cents  per 
gallon.  The  House  rates  were  8  percent 
in  the  first  classification  and  24  per¬ 
cent  in  the  second  classification.  In  a 
third  classification  the  House  rate  was 
50  cents  per  wine-gallon  on  all  wines 
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containing  21  percent  and  up  to  24  per¬ 
cent  of  alcohol  by  volume.  The  Senate 
committee  increased  that  rate  to  65  cents 
and  made  an  increase  on  champagnes 
and  some  other  types  described  in  the 
excise-tax  provision. 

The  committee  also  increased  the 
House  rate  on  brandy  by  taxing  it  at 
the  full  rate  applicable  to  other  distilled 
spirits,  that  is  to  say,  $4  per  gallon. 

Mr.  President,  I  believe  the  statement 
I  have  made  covers,  in  brief,  the  substan¬ 
tial  questions  involved  and  the  material 
changes  made  by  the  Senate  committee. 
Of  course,  there  are  a  great  many  minor 
changes,  which  require  no  more  ex¬ 
planation  than  a  mere  reading  of  them 
when  they  are  reached. 

Perhaps  I  should  suggest  the  absence 
of  a  quorum  before  we  proceed  with  the 
amendments. 

The  VICE  PRESIDENT.  The  clerk 
will  call  the  roll. 

Tire  Chief  Clerk  called  the  roll,  and  the 


following 

names: 

Senators  answered  to  their 

Adams 

Davis 

Nye 

Aiken 

Downey 

O'Daniel 

Andrews 

Eastland 

O’Mahoney 

Austin 

Ellender 

Overton 

Bailey 

George 

Peace 

Bankhead 

Gerry 

Radcliffe 

Barbour 

Gillette 

Rosier 

Barklev 

Green 

Russell 

Biibo 

Guffey 

Schwartz 

Brewster 

Hatch 

Smathers 

Bridges 

Hayden 

Smith 

Brooks 

Herring 

Spencer 

Bulow 

Hill 

Taft 

Bunker 

Holman 

Thomas,  Idaho 

Burton 

Johnson,  Colo. 

Thomas,  Utah 

Butler 

Kilgore 

Tobey 

Byrd 

La  Follette 

Tunnell 

Capper 

Langer 

Tydings 

Caraway 

Lee 

Vandenberg 

Clark,  Idaho 

McCarran 

Van  Nuys 

Clark,  Mo. 

McFarland 

Walsh 

Connaily 

Danaher 

McNary 

Maloney 

Wiley 

The  PRESIDING  OFFICER  (Mr.  Mc¬ 
Farland  in  the  chair) .  Sixty-eight  Sena¬ 
tors  have  answered  to  their  names.  A 
quorum  is  present. 

The  clerk  will  state  the  first  committee 
amendment. 

The  first  amendment  of  the  Committee 
on  Finance  was,  under  the  heading  “Title 
I — Individual  and  Corporation  Income 
Taxes,”  on  page  4,  after  line  9,  to  strike 
out: 


If  the  surtax  net  income 
is— 


The  surtax  shall  be — 


Not  over  $2,000 . _ . 

Over  $2,000  but  not  over 

$-1,000. 

Over  $4,000  but  not  over 

$6,000. 

Over  $0,000  but  not  over 
$8  000 

Over  $8,000  but  not  over 

$10,000. 

Over  $10,000  but  not  over 
$12  000 

Over  $12,000  but  not  over 
$14,000. 

Over  $14,000  but  not  over 
$16,000. 

Over  $16, COO  but  not  over 
$18,000. 

Over  $18,000  but  not  over 

$20,000. 

Over  $20,000  but  not  over 

$22,000. 

Over  $22,000  but  not  over 
$20  000 

Over  $26,000  but  not  over 
$32,000. 

Over  $32,000  but  not  over 
$38,000. 


6%  of  the  surtax  net  in¬ 
come. 

$100,  plus  8%  ot  excess  over 

$2,000. 

$260,  plus  11%  o.'  excess  over 
$4,000. 

$480,  plus  15%  of  excess  over 

$6,000. 

$780,  plus  19%  of  excess  over 

$8,000. 

$1,160,  plus  22%  of  excess 
over  $10,000. 

$1,600,  plus  25%  ol  excess 
over  $12,000. 

$2,100,  plus  28%  of  excess 
over  $14,000. 

$2,660,  plus  31%  of  excess 
over  $16,000. 

$3,280,  plus  33%  of  excess 
over  $18,000. 

$3,940,  plus  36%  of  excess 
over  $20,000. 

$4,660,  plus  39%  of  excess 
over  $22,000. 

6,220,  plus  42%  of  excess 
over  $26,000. 

$8,740,  plus  45%  of  excess 
over  $32,000. 


If  the  surtax  net  income 
is— 


Over  $38,000  but  not  over 
$44,000. 

Over  $44,000  but  not  over 
$50,000. 

Over  $50,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 
$70,000. 

Over  $70,000  but  not  over 
$C0,0C0. 

Over  $80,000  but  not  over 
$90  CC0 

Over’ $90,000  but  not  over 

$100,000. 

Over  $100,000  but  not  over 
$150,000. 

Over  $150,000  but  not  over 
$200  CC0. 

Over  $200,000  but  not  over 
$250,000. 

Over  $250,000  but  not  over 

$200,000. 

Over  $300,000  but  not  over 
$400,000. 

Over  $400,000  but  not  over 
$500,000. 

Over  $500,000  but  not  over 
$750,000. 

Over  $750,000  but  not  over 

$1,000,000. 

Over  $1,000,000  but  not 
over  $2,000,000. 

Over  $2,000,000  but  not 
over  $5,000,000. 

Over  $5,000,000 . 


The  surtax  shall  be — 


$11,440,  plus  48%  of  excess 
over  $38,000. 

$14,320,  plus  50%  of  excess 
over  $44,000. 

$17,320,  plus  53%  of  excess 
over  $50,000. 

$22,620,  plus  55%  of  excess 
over  $60,000. 

$28,120,  plus  57%  of  excess 
ever  $70,000. 

$33,820,  plus  59%  o'  excess 
over  $80,000. 

$39,720,  plus  61%  of  excess 
ever  $90,000. 

$45,820,  plus  62%  of  excess 
over  $100,000. 

$76,820,  plus  63%  of  excess 
over  $150,000. 

$108,320,  plus  64%  of  excess 
over  $200,000. 

$140,320,  plus  66%  of  excess 
over  $250,000. 

$173,320,  plus  68%  ol  excess 
over  $300,000. 

$241,320,  plus  70%  of  excess 
over  $400,000. 

$311,320,  plus  71%  of  excess 
over  $500,000. 

$488,820,  plus  72%  of  excess 
over  $750,000. 

$668,820,  plus  73%  of  excess 
over  $1,000,000. 

$1,398,820,  plus  74%  ol 
excess  over  $2,000,000. 

$3,618,820,  plus  75%  of 
excess  over  $5,000,000. 


And  insert: 


If  the  surtax  net  income 
is — 


The  surtax  shall  be— 


Not  over  $2,000 _ 

Over  $2,000  but  not  over 
$4,000. 

Over  $4,000  but  not  over 

$6,000. 

Over  $6,C0C  but  not  over 

$8,000. 

Over  $8,000  but  not  over 

$10,000. 

Over  $10,000  but  not  over 

$12,000. 

Over  $12,000  but  not  over 
$14,000. 

Over  $14,000  but  not  over 
$16,000. 

Over  $16,000  but  not  over 
$18,000. 

Over  $18,000  but  not  over 

$20,000. 

Over  $20,000  but  not  over 

$22,000. 

Over  $22,000  but  not  over 
$26,000. 

Over  $26,000  but  not  over 
$32,000. 

Over  $32,000  but  not  over 
$38,000. 

Over  $38,000  tut  not  over 
$44,000. 

Over  $44,000  but  not  over 
$50,000. 

Over  $50,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 
$70,000. 

Over  $70,000  but  not  over 
$80,000. 

Over  $80,000  but  not  over 
$90,000. 

Over  $90,000  but  not  over 

$100,000. 

Over  $100,000  but  not  over 
$150,000. 

Over  $150,000  but  not  over 

$200,000. 

Over  $200,000  but  not  over 
$250,000. 

Over  $250,000  but  not  over 
$300,000. 

Over  $300,000  but  not  over 
$400,000. 

Over  $400,000  but  not  over 
$500,000. 

Over  $500,000  but  not  over 
$750,000. 

Over  $750,000  but  not  over 

$1,000,000. 

Over  $1,000,000  but  not 
over  $2,000,000. 

Over  $2,000,000  but  not 
over  $5,000,000. 

Over  $5,000,000 . 


6%  of  the  surtax  net  in¬ 
come. 

$120,  plus  S%  of  excess  over 
$2,000. 

$300,  plus  13%  of  excess 
over  $4,000. 

$560,  plus  17%  of  excess  over 

$6,000. 

$900,  plus  21%  of  excess  over 

$8,000. 

$1,320,  plus  25%  of  excess 
over  $10,000. 

$1,820,  plus  29%  of  excess 
over  $12,000. 

$2,400,  plus  32%  of  excess 
over  $14,000. 

$3,040,  plus  35%  of  excess 
over  $16,000. 

$3,740,  plus  38%  of  excess 
over  $18,000. 

$4,500,  plus  41%  of  excess 
over  $20,000. 

$5,320,  plus  44%  of  excess 
over  $22,000. 

$7,080,  plus  47%  of  excess 
over  $26,000. 

$9,900,  plus  50%  of  excess 
over  $32,000. 

$12,900,  plus  53%  of  excess 
over  $38,000. 

$16,080,  plus  55%  of  excess 
over  $44,000. 

$19,380,  plus  57%  ol  exdess 
over  $50,000. 

$25,080,  plus  59%  of  excess 
over  $60,000. 

$30,980,  plus  61%  of  excess 
over  $70,000. 

$37,080,  plus  63%  of  excess 
over  $80,000. 

$43,380,  plus  64%  of  excess 
over  $90,000. 

$49,780,  plus  65%  of  excess 
over  $100,000. 

$82,280,  plus  66%  of  excess 
over  $150,000. 

$115,280,  plus  67%  of  excess 
over  $200,000. 

$148,780,  plus  69%  of  excess 
over  $250,000. 

$183,280,  plus  71%  of  excess 
over  $300,000. 

$254,280,  plus  72%  of  excess 
over  $400,000. 

$326,280,  plus  73%  Of  excess 
over  $500,000. 

$508,780,  plus  74%  of  excess 
over  $750,000. 

$693,780,  plus  75%  of  excess 
over  $1,000,000. 

$1,443,780,  plus  76%  of  ex¬ 
cess  over  $2,000,000. 

$3,723,780,  plus  77%  of  ex¬ 
cess  over  $5,000,000. 


Mr.  McNARY.  Mr.  President,  the 
statement  was  made  today  by  the  able 
Senator  in  charge  of  the  bill,  that  all  con¬ 
troversial  amendments  would  go  over.  I 
think  that  amendment  falls  in  the  con¬ 
troversial  amendment  classification,  and 

I  ask  that  it  go  over. 

Mr.  GEORGE.  Mr.  President,  does  the 
Senator  from  Oregon  desire  that  the  first 
amendment  go  over? 

Mr.  McNARY.  Yes;  that  is  an  amend¬ 
ment  dealing  with  the  surtax. 

Mr.  GEORGS.  On  the  individual  in¬ 
come  taxes? 

Mr.  McNARY.  I  think  so. 

Mr.  LA  FOLLETTE.  Mr.  President, 
perhaps  the  Senator  from  Georgia  might 
make  a  brief  statement  concerning  the 
amendment.  This  is  the  amendment 
which  simply  absorbs  the  10-percent  de¬ 
fense  tax  into  the  existing  surtax  rates. 

Mr.  McNARY.  Mr.  President,  I  as¬ 
sumed  that  that  particular  amendment 
was  a  controversial  matter.  If  it  is  solely 
apart  from  the  excess-profits  tax,  and 
the  normal  tax,  and  other  individual 
taxes,  including  those  that  are  affected 
by  lowering  the  income  brackets,  I  would 
have  no  objection  to  consideration  of  the 
amendment  at  this  time. 

Mr.  GEORGE.  I  think  it  is  true  that 
it  only  changes  the  surtax  rate  to  absorb 
the  10-percent  tax  known  as  the  defense 
tax. 

Mr.  McNARY.  Mr.  President,  under 
that  statement  I  have  no  objection  to  the 
present  consideration  of  the  amendment. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  first  com¬ 
mittee  amendment. 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  Mr.  President,  the 
next  committee  amendment,  on  page  6, 1 
take  it  is  not  controversial.  It  is  only  an 
optional  provision,  and  I  take  it  that  it 
is  not  at  all  controversial.  It  simply  re¬ 
lates  to  the  optional  short  form  for  com¬ 
puting  the  income  tax  of  the  small  tax¬ 
payer. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  committee 
amendment. 

The  next  amendment  was,  on  page  6, 
after  the  table,  to  insert  the  following 
section: 

Sec.  102.  Optional  tax  on  individuals  with 
certain  gross  income  of  $3,000  or  less. 

(a)  Optional  tax:  The  Internal  Revenue 
Code  is  amended  by  inserting  after  section 
396  the  following  new  supplement: 
“Supplement  T — Individuals  with  gross  in¬ 
come  from  certain  sources  of  $3,000  or  less 
“Sec.  400.  Imposition  of  tax. 

“In  lieu  of  the  tax  imposed  under  sections 

II  and  12,  an  individual'  may  elect,  for  each 
taxable  year,  to  pay  the  tax  shown  in  the 
following  table  if  his  gross  income  for  such 
taxable  year  is  $3,000  or  less  and  consists 
wholly  of  one  or  more  of  the  following: 
Salary,  wages,  compensation  for  personal 
services,  dividends,  interest,  rent,  annuities, 
or  royalties: 


The  tax  shall  be — 

If  the  gross  income  is 

But  not 

Single 

Head  of 

over— 

over— 

person 

family 

(not 

or  mar- 

head  of 

ried  per- 

a  family) 

son 

SI . 

$750 

$0 

$0 

$750 . 

775 

1 

0 
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The  tax  shall  be — 

II  the  gross  income  is 
over— 

(r 

But  not 
over— 

Single 
person 
(not 
head  of 
a  family) 

Head  of 
family 
or  mar¬ 
ried  per¬ 
son 

$775 _  _ 

{800 

$2 

$0 

$800 . 

825 

3 

0 

$825 . 

850 

5 

0 

$850 . 

875 

7 

0 

$875 . 

SOO 

9 

0 

$900 . 

925 

11 

0 

$925 . 

950 

14 

0 

${150 . 

975 

16 

0 

$975 . 

1,000 

18 

0 

$1,000 . 

1,025 

20 

0 

SI  ,(,25  .  _ 

1,050 

22 

0 

$1,050 . 

1,  075 

24 

0 

$1,075 . 

1, 100 

26 

0 

$1,100 . 

1,  125 

29 

0 

$1,125 . 

1,  150 

31 

0 

$1,150 . 

1, 175 

33 

0 

$1,175 . 

1,200 

35 

0 

$1,200 . 

1,255 

37 

0 

$1,225 . 

1,250 

39 

0 

$1,250  . 

1,275 

42 

0 

$1*275 . 

1,  3C0 

44 

0 

$1,300 . 

1,325 

46 

0 

$1,325 . 

1,  350 

48 

0 

$1,350.. . 

1,375 

50 

0 

$1,375 . 

1,400 

52 

0 

$1*400  . 

1,  425 

55 

0 

$1,425 . 

1.  45,(1 

57 

0 

$1,450 . - 

1,475 

59 

0 

$1,475 . 

1,500 

1,  525 

61 

0 

$1,500.  . . 

63 

1 

$1  *525  _ 

1,  550 

65 

2 

$1*550 . 

1,  575 

68 

3 

$1*575 . 

1,600 

70 

5 

$1*000 . 

1,625 

72 

6 

$1*625 . 

1,  650 

74 

7 

$1*650 . - 

1,  675 

76 

9 

$1*675 . 

1,700 

78 

11 

$1,700.. . 

1,725 

80 

13 

$1*725 . 

1,  750 

83 

15 

$1,750 . 

1,  775 

85 

17 

Si *775  _  _  __ 

1,800 

1,825 

87 

19 

$1,800 . 

89 

22 

$1,825 . 

1,850 

1,875 

91 

24 

$1*850  . 

93 

26 

$1*875 . 

1,900 

96 

28 

$1,900._ . 

1,  925 

98 

30 

$1,925 . 

1,950 

ICO 

32 

$1,950 . 

1,975 

102 

35 

$1,975 . 

2,000 

2,025 

2,050 

2,  075 

104 

37 

$2  000 . 

106 

39 

$2,025... . 

109 

41 

$2,050. . 

111 

43 

$2,075  . 

2,100 

2, 125 

113 

45 

$2*100 . 

115 

48 

$2, 1 25  _ .  _ 

2, 150 

2, 175 
2,200 
2,225 

117 

50 

$2,150 . 

119 

52 

$2*175 _ 

122 

54 

$2,200 . 

124 

56 

$2,225 . 

2;  250 
2,275 
2,300 

2,  325 
2,350 
2,375 
2,400 

2,  425 

126 

58 

$2,250 . . 

128 

60 

$2,275 . 

130 

63 

$2,300 . 

132 

65 

$2,325 . 

134 

67 

$9,350 

137 

69 

$2,375 . 

139' 

71 

$2,400 . - . 

141 

73 

$2,425.. . 

2,  450 
2,475 

143 

76 

$2,450.. . 

145 

78 

$2,475 . 

2,  500 

147 

80 

$9,500 

2,  525 
2,550 
2,575 
2,600 
2,625 
2,650 
2,675 
2,700 

2.  725 

150 

82 

$2,525  _ 

152 

84 

$2,550 . 

154 

86 

$2,575 . 

156 

89 

sv'ono 

158 

91 

*2,025 

160 

93 

$2,650 . 

163 

95 

$2,675 . 

165 

97 

$2,700  . 

167 

99 

S2,7?5 

2,  750 

2,  775 
2,800 

2,  825 

2. 850 

169 

102 

$2,750 

17? 

104 

$2,775 . 

174 

105 

$2,800 . . . 

177 

ios 

$2^825 . 

180 

110 

$2,850 . 

2,875 

2,900 

2,925 

183 

112 

$2,875 

186 

114 

$2,900 . 

189 

117 

$2,925. . 

2,950 

2,975 

191 

119 

$2,950 . 

194 

121 

$2,975 . 

3, 000 

197 

123 

In  applying  the  above  schedule  to  deter¬ 
mine  the  tax  of  a  taxpayer  with  one  or  more 
dependents  there  shall  be  subtracted  from  his 
gross  income  $400  for  each  such  dependent. 
"Sec.  401.  Rules  for  application  of  section 
400. 

“For  the  purposes  of  this  supplement — 
“(a)  Definitions — 


“(1)  ‘Married  person’  means  a  married  per¬ 
son  living  with  husband  or  wife. 

“(2)  ‘Dependent’  means  a  person  (other 
than  husband  or  wife)  dependent  upon  and 
receiving  his  chief  support  from  the  taxpayer 
if  such  dependent  person  is  under  18  years 
of  age  or  is  incapable  of  self-support  because 
mentally  or  physically  defective,  excluding  as 
a  dependent,  in  the  case  of  a  head  of  a  fam¬ 
ily,  one  who  would  be  excluded  under  section 
25  (b)  (2)  (B). 

“(b)  Determination  of  status:  The  deter¬ 
mination  of  whether  a  person  is  living  with 
husband  or  wife,  is  a  head  of  a  family,  or  is 
a  dependent,  shall  be  made  as  of  the  last  day 
of  the  taxpayer’s  taxable  year. 

“(c)  Separate  return  of  husband  and  wife: 
If  a  husband  and  wife  living  together  file 
separate  returns,  each  shall  be  treated  as  a 
single  person. 

“(d)  Married  persons  not  living  with  hus¬ 
band  or  wife:  A  married  person  not  a  head 
of  a  family  and  not  living  with  husband  or 
wife  shall  be  treated  as  a  single  person. 

“Sec.  402.  Manner  of  election. 

“The  election  referred  to  in  section  400 
shall  be  considered  to  have  been  made  if  the 
taxpayer  files  the  return  prescribed  for  this 
supplement,  and  such  election  shall  be  irre¬ 
vocable.  If  the  taxpayer  for  any  taxable  year 
has  filed  a  return  computing  his  tax  without 
regard  to  this  supplement,  he  may  not  there¬ 
after  elect  for  such  year  to  compute  his  tax 
under  this  supplement. 

“Sec.  403.  Credits  against  tax  not  allowed. 

“Section  31  (relating  to  foreign  tax  credit) 
and  section  32  (relating  to  credit  for  taxes 
withheld  at  source)  shall  not  apply  with  re¬ 
spect  to  the  tax  imposed  by  this  supplement. 
“Sec.  404.  Certain  taxpayers  not  eligible. 

“This  Supplement  shall  not  apply  to  a  non¬ 
resident  alien  individual  or  an  estate  or 
trust.” 

(b)  Cross-references. — 

(1)  Section  11  of  the  Internal  Revenue 
Cede  is  amended  by  inserting  at  the  end 
thereof  the  following:  (“For  alternative  tax  if 
gross  income  from  certain  sources  is  $3,000  or 
less,  see  section  400)”. 

(2)  Section  12  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end 
thereof  the  following: 

“(g)  For  alternative  tax  if  gross  income 
from  certain  sources  is  $3,000  or  less,  see  sec¬ 
tion  400.” 

(c)  Amendment  to  section  4:  Section  4 
of  the  Internal  Revenue  Code  is  amended  by 
inserting  at  the  end  thereof  the  following: 

“(k)  Shareholders  of  Personal  Service  Cor¬ 
porations — Supplement  S. 

“(1)  Individuals  with  gross  income  from 
certain  sources  of  $3,000  or  less — Supple¬ 
ment  T.” 

Mr.  GEORGE.  The  language  thus  far 
read,  Mr.  President,  applies  to  this  short- 
form  return. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  11, 
after  line  16  to  insert: 

Sec.  103.  Corporation  defense-tax  rates  incor¬ 
porated  in  rate  schedules. 

(a)  Tax  on  corporations  in  general:  Sec¬ 
tion  13  (b)  (1)  and  (2)  of  the  Internal  Reve¬ 
nue  Code  are  amended  to  read  as  follows: 

“(1)  General  rule:  A  tax  of  24  percent  of 
the  normal-tax  net  income;  or 

“(2)  Alternative  tax  (corporations  with 
normal-tax  net  income  slightly  more  than 
$25,000) :  A  tax  of  $4,250,  plus  37  percent  of 
the  amount  of  the  normal-tax  net  income  in 
excess  of  $25,000.” 

(b)  Tax  on  special  classes  of  corporations: 
Section  14  (b)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 


“(b)  Corporations  with  normal-tax  net  in¬ 
comes  of  not  more  than  $25,000:  If  the 
normal-tax  net  income  of  the  corporation  is 
not  more  than  $25,000,  and  if  the  corporation 
does  not  come  withm  one  of  the  classes 
specified  in  subsection  (c),  (d),  or  (e)  of  this 
section,  the  tax  shall  be  as  follows: 

“Upon  normal-tax  net  incomes  not  in  ex¬ 
cess  of  $5,000,  15  percent. 

‘‘$750  upon  normal-tax  net  incomes  of 
$5,000,  and  upon  normal-tax  net  incomes  in 
excess  of  $5,000  and  not  in  excess  of  $20,000, 
17  percent  in  addition  of  such  excess. 

“$3,300  upon  normal-tax  net  incomes  of 
$20,000,  and  upon  normal-tax  net  incomes  in 
excess  of  $20,000,  19  percent  in  addition  of 
such  excess.” 

(c)  Foreign  corporations:  Section  14  (c)  of 
the  Internal  Revenue  Code  (relating  to  tax 
on  resident  foreign  corporations)  is  amended 
by  striking  out  “22Vio  percent”  and  inserting 
“24  percent.” 

(d)  Surtax  on  corporations  improperly  ac¬ 
cumulating  surplus:  The  rate  schedule  of 
section  102  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows: 

“27%  percent  of  the  amount  of  the  undis¬ 
tributed  section  102  net  inome  not  in  excess 
of  $100,000,  plus 

“38%  percent  of  the  undistributed  section 
102  net  income  in  excess  of  $100,000.” 

(e)  Mutual  investment  companies:  Sec¬ 
tion  362  (b)  of  the  Internal  Revenue  Code 
(relating  to  tax  on  mutual  investment  com¬ 
panies)  is  amended  by  striking  out  “22%o 
percent”  and  inserting  “24  percent.” 

Mr.  McNARY.  Mr.  President,  I  sug¬ 
gest  that  the  able  Senator  in  charge  of 
the  bill  explain  the  amendments  as  we 
go  along.  The  report  and  the  bill  have 
only  just  been  printed. 

Mr.  GEORGE.  Mr.  President,  I  shall 
be  glad  to  do  so.  When  any  real  ques¬ 
tion  is  raised  by  any  Senator,  he  will 
have  the  opportunity  to  examine  the 
amendment. 

All  this  section  does  is  to  integrate  the 
defense  tax  of  10  percent,  which  was  im¬ 
posed  for  a  period  of  5  years  under  the 
Revenue  Act  of  1940.  The  rate  was  sim¬ 
ply  merged  or  integrated  with  the  nor¬ 
mal  rate  on  corporations.  There  is  no 
change  in  the  tax  liability,  except  per¬ 
haps  some  infinitesimal  changes  which 
were  made  necessary  in  order  to  carry 
out  the  policy  with  even  numbers  rather 
than  fractions.  Subsection  (a)  of  sec¬ 
tion  103  is  simply  an  integration  of  two 
existing  taxes. 

It  will  be  remembered  that  we  favor 
the  small  corporations  in  our  income-tax 
scheme  by  graduating  the  tax  on  cor¬ 
porate  incomes  up  to  $25,000  at  lower 
rates.  There  is  a  step-up.  On  account 
cf  the  so-called  notch  there  is  a  slight 
readjustment  above  that  amount.  This 
amendment  does  not  change  existing  law. 
It  merely  integrates  or  combines  the  10- 
percent  defense  tax  with  the  existing  tax, 
except  for  fractional  differences,  which 
I  have  already  undertaken  to  explain.  I 
hope  the  amendment  may  be  agreed  to. 

Mr.  LANGER.  Mr.  President,  will  the 
Senator  yield? 

Mr.  GEORGE.  I  yield. 

Mr.  LANGER.  As  a  member  of  the 
Judiciary  Committee  I  have  been  busy 
all  morning  in  connection  with  the  con¬ 
sideration  of  the  nomination  of  Mr. 
Biddle  to  be  Attorney  General.  When  I 
came  into  the  Chamber  I  found  on  my 
desk  a  book  of  123  pages.  I  understand 
it  has  just  been  printed.  This  is  the  first 
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time  I  have  seen  a  copy  of  the  bill. 
Frankly,  I  cannot  vote  intelligently  on 
any  of  these  amendments  because  I  do 
not  know  what  I  am  voting  on.  I  be¬ 
lieve  we  ought  to  be  allowed  time  enough 
to  read  the  bill.  I  should  like  to  be  well 
enough  informed  so  that  when  I  go 
among  the  people  and  talk  to  farmers  or 
businessmen  I  shall  be  able  to  explain 
what  I  voted  on.  Frankly,  I  am  at  a 
loss  to  know. 

Mr.  GEORGE.  Mr.  President,  let  me 
say  to  the  Senator  that  I  myself  asked 
that  the  committee  amendments  be  first 
considered,  and  that  any  committee 
amendments  which  were  at  all  contro¬ 
versial  be  passed  over.  So  if  the  Senator 
would  like  to  have  any  amendment  go 
over  for  study,  amendment,  or  objection, 
I  shall  be  pleased  to  have  it  go  over. 

Mr.  LANGER.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr.  GEORGE.  I  yield. 

Mr.  LANGER.  In  the  morning  news¬ 
papers  I  noticed  an  item  to  the  effect 
that  the  distinguished  Senator  from 
Georgia  gave  an  interview  in  which  he 
stated  that  the  bill  would  be  passed  to¬ 
morrow,  if  not  by  tonight.  I  should  like 
to  know  if  that  statement  is  correct. 

Mr.  GEORGE.  No.  I  do  not  know 
that  it  has  anything  to  do  with  the 
merits  of  the  tax  bill.  It  is  not  true. 
I  have  expressed  the  hope  that  the  bill 
may  be  passed  sometime  before  the  end 
of  the  week. 

Mr.  LANGER.  Then  we  shall  have 
time  enough  to  look  it  over. 

Mr.  GEORGE.  Certainly.  On  that 
point,  I  should  like  to  say  that  every  day 
the  bill  is  in  the  Congress  the  Treasury  is 
losing — that  is  to  say,  is  failing  to  col¬ 
lect — between  two  and  a  half  and  three 
million  dollars.  For  that  reason  I  rather 
earnestly  hope  that  we  may  conclude  the 
consideration  of  the  bill  sometime  dur¬ 
ing  the  week.  However,  there  is  no  pur¬ 
pose  on  the  part  of  the  chairman  of  the 
committee  to  rush  through  any  amend¬ 
ment  which  is  known  to  be  controversial 
or  concerning  which  any  Senator  raises  a 
question. 

Mr.  LANGER.  I  do  not  intend  to  de¬ 
lay  consideration  of  the  bill.  I  merely 
wish  to  know  what  I  am  voting  on. 

Mr.  GEORGE.  I  thank  the  Senator 
very  much. 

Tire  PRESIDING  OFFICER.  The 
Question  is  on  agreeing  to  the  committee 
amendment  on  page  11,  after  line  16. 

The  amendment  was  agreed  to. 

COMMUNITY-PROPERTY  TAX 

Mr.  McCARRAN.  Mr.  President,  on 
page  32  of  the  bill  is  an  item  in  which 
many  of  us  are  interested,  section  119, 
pertaining  to  a  new  section  to  be  entitled 
“Section  29.”  Many  of  us  are  compelled 
to  be  present  this  afternoon  at  a  meeting 
of  the  Judiciary  Committee. 

Mr.  GEORGE.  Is  the  Senator  refer¬ 
ring  to  the  community-property  section? 

Mr.  McCARRAN.  Yes.  I  wonder  if 
it  will  be  agreeable  to  the  Senator  to 
have  that  matter  go  over  until  sometime 
tomorrow? 

Mr.  GEORGE.  It  will  not  be  pressed 
this  afternoon.  It  will  go  over  until  to¬ 
morrow. 

Mr.  McCARRAN.  I  thank  the  Sena¬ 
tor. 


Mr.  OVERTON.  Mr.  President,  will 
the  Senator  yield  so  that  I  may  make  a 
request  for  unanimous  consent? 

Mr.  GEORGE.  I  yield. 

Mr.  OVERTON.  I  ask  unanimous 
consent  to  have  printed  at  this  point  in 
the  body  of  the  Record  a  memorandum 
brief  prepared  by  Hon.  Charles  E.  Dun¬ 
bar,  Jr.,  a  leading  member  of  the  Louisi¬ 
ana  bar,  in  opposition  to  the  community 
income  amendment  proposed  by  the 
Senate  committee.  This  brief  is  an  ex¬ 
ceptionally  able  one.  It  does  not  deal 
with  the  constitutional  questions  in¬ 
volved,  but  with  the  practical  application 
of  the  community  income  amendment 
to  community-property-law  States,  and 
institutes  a  comparison  between  the  in¬ 
come  taxes  that  have  to  be  paid  in  the 
community-property  States  and  the  taxes 
that  would  be  paid  in  what  are  known 
as  common-law  States. 

V/ith  this  request  I  submit  a  statement 
from  the  Public  Printer  showing  what 
will  be  the  cost  of  printing  the  brief  in 
the  Record.  It  is  estimated  to  make  five 
and  one-half  pages  of  the  Congressional 
Record,  at  a  cost  of  $247.50. 

The  PRESIDING  OFFICER.  Without 
objection,  the  brief  will  be  printed  at  this 
point  in  the  Record. 

The  memorandum  brief  referred  to  is 
as  follows: 

Memorandum  Brief 

(a)  Explanation  of  substantial  character  of 
wife’s  ownership  of  half  of  the  community 
partnership  income  and  property  in  Loui¬ 
siana. 

(b)  Summary  of  the  practical  and  sub¬ 
stantial  differences  between  the  community 
property  or  marital  partnership  law  and  the 
common  law. 

(c)  Illustrations  of  the  practical  and 
serious  burdens  on  husbands  in  relation  to 
their  property  rights  in  community-property 
States,  as  distinguished  from  common-law 
States,  which  entitle  such  community- 
property  States  to  the  benefit  of  separate 
returns  for  income-tax  purposes. 

(d)  Discrimination  and  unfairness  to  com¬ 
munity-property  States  resulting  from  the 
attempt  by  the  Government  to  ignore  local 
State  laws  regulating  and  fixing  ownership 
and  property  rights  by  the  passage  of  the 
proposed  Senate  amendment. 

FOREWORD 

Following  an  earlier  opinion  applicable  to 
Texas  rendered  in  1920,  the  Attorney  General 
of  the  United  States,  on  February  26,  1921, 
rendered  an  opinion  which  was  promulgated 
by  the  Commissioner  of  Internal  Revenue  as 
Treasury  Decision  3138  on  March  3,  1921, 
based  on  exhaustive  study  of  the  laws  of  all 
the  community-property  States.  In  these 
opinions  the  Treasury  Department  announced 
that  in  Louisiana,  Texas,  Arizona,  New  Mexico, 
Idaho,  Nevada,  and  Washington,  all  of  which 
are  community-property  States,  the  wife,  as 
a  partner  in  community,  was  the  vested  and 
real  owner  of  one-half  of  all  of  the  com¬ 
munity  property  and  income  of  the  com¬ 
munity  partnership,  and  that  all  community- 
partnership  income,  for  the  reason  that  it 
belonged  equally  to  husband  and  wife,  might 
be  returned  separately  for  income-tax  pur¬ 
poses.  (California  was  excepted  from  the 
ruling  in  1921.  Subsequent  changes  in  the 
community-property  law  of  California  have 
resulted  in  the  Government  recognizing  the 
same  right  of  husbands  and  wives  in  Califor¬ 
nia  since  1930.) 

In  1921,  1924,  and  1934  attempts  were  made 
in  Congress  to  amend  the  Revenue  Act, 
which  amendments  were  designed  to  compel 
the  husband  in  community-partnership 
States  to  include  In  his  individual  Income- 


tax  return  the  half  of  the  community  in¬ 
come  which  belonged  to  his  wife  under  the 
local  State  law.  These  amendments  were 
substantially  similar  to  the  Finance  Com¬ 
mittee  amendment,  which  is  now  pending 
in  Congress.  Arguments  were  made  and 
briefs  were  filed  in  behalf  of  the  community- 
partnership  States  in  1921,  1924,  and  1934 
showing  that  the  proposed  amendments  were 
grossly  discriminatory  and  unjust,  and,  as  a 
result,  the  amendments  were  rejected  by  Con¬ 
gress  (appendix  1).  When  the  sponsors  of 
the  legislation  in  1921  and  again  in  1924 
failed  to  persuade  Congress  to  ignore  the  laws 
of  the  community-partnership  States  and  to 
compel  by  legislative  fiat  the  husband  to  pay 
taxes  on  his  wife’s  half  of  the  community- 
partnership  income,  efforts  were  then  made 
to  change  the  rulings  of  the  Treasury  Depart¬ 
ment  and  of  the  Attorney  General  which  had 
been  in  effect  for  many  years.  Following  the 
decision  of  the  Supreme  Court  in  U.  S.  v. 
Robbins  (2S9  U.  S.  315),  dealing  with  the 
law  of  California,  the  Treasury  Department 
finally  decided  to  institute  test  suits  in  some 
of  the  other  community-partnership  States, 
so  that  the  Supreme  Court  of  the  United 
States  might  decide  the  matter.  The  Su¬ 
preme  Court  of  the  United  States  in  1930 
unanimously  decided  that  the  prior  rulings 
of  the  Attorney  General  and  Treasury  Depart¬ 
ment  were  correct,  and  that  accordingly  in 
the  States  of  Louisiana,  Washington,  Texas, 
New  Mexico,  and  California  the  wife  had  a 
legal  and  real  ownership  in  half  of  the  com¬ 
munity-partnership  property  and  community- 
partnership  income,  and  the  right  of  hus¬ 
bands  and  wives  in  community-property 
States  to  make  separate  returns  of  the  com¬ 
munity  income  was  again  recognized  (ap¬ 
pendix  2).  The  Treasury  Department  ac¬ 
cepted  the  decisions  of  the  United  States  Su¬ 
preme  Court  dealing  with  the  local  laws  of 
Louisiana,  Texas,  Washington,  Arizona,  and 
California  as  applicable  to  the  remaining 
community-property  States  of  New  Mexico, 
Idaho,  and  Nevada  without  the  necessity  of 
further  test  cases.  Another  attempt  (the 
fourth)  is  now  being  made  by  legislative  act 
to  take  away  from  husbands  and  wives  in 
community-partnership  States  the  rights, 
which,  after  a  careful  study  of  the  local 
laws,  have  been  recognized  by  three  Attorneys 
General,  the  Treasury  Department,  and  the 
Supreme  Court  of  the  United  States  (ap¬ 
pendix  3).  The  pending  Finance  Committee 
amendment,  which  has  been  introduced  for 
this  purpose,  reads  as  follows: 

“For  the  purpose  of  determining  the  in¬ 
come-tax  taxability  of  any  individual  for  any 
taxable  year  beginning  after  December  31, 
1940: 

“(a)  Income  earned  by  each  spouse 
(whether  or  not  treated  as  community  prop¬ 
erty  under  the  State  law)  shall  be  deemed 
the  income  of  the  earner  thereof. 

“(b)  Income  derived  from  property  of  the 
marital  community  (except  such  property  as 
constitutes  either  income  derived  from  the 
separate  property  of  either  spouse  or  prop¬ 
erty  acquired  therewith)  shall  be  considered 
as  the  income  of  the  spouse  who  has  the  man¬ 
agement  and  control  thereof  under  the  law 
of  the  jurisdiction  in  which  the  maritai  com¬ 
munity  exists. 

“(c)  In  case  the  spouses  elect  to  file  sepa¬ 
rate  returns,  the  spouse  required  under  this 
section  to  treat  such  income  as  his  individual 
income  shall  alone  be  entitled  to  the  deduc¬ 
tions  and  credits  allowed  under  the  internal- 
revenue  laws  which  are  properly  allocable  to 
such  income.” 

The  purpose  of  the  above-quoted  amend¬ 
ment,  which  is  now  pending,  is  to  ignore  and 
nullify  the  effect  of  the  local  community 
partnership  laws  of  Louisiana,  Washington, 
Texas,  California,  New  Mexico,  Arizona,  Idaho, 
and  Nevada  and  force  the  husband  in  these 
States  to  include  in  his  individual  tax  return 
property  and  income,  which,  under  the  law  of 
his  State,  does  not  belong  to  him  but  which 
belongs  to  his  wife.  The  present  proposed 
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legislation  is  not  only  grossly  discriminatory 
and  unfair  to  the  community  property  States 
but  it  violates  the  Constitution  of  the  United 
States. 

The  sixteenth  amendment  to  the  Constitu¬ 
tion  permits  Congress  to  tax  a  person’s  in¬ 
come.  The  Federal  Government  under  this 
amendment  has  adopted  on  the  whole  a  policy 
of  taxing  the  real  or  equitable  owner  of  in¬ 
come  as  determined  by  local  State  law.  If 
ownership  as  created  by  the  local  statutes  of 
the  various  States  is  not  recognized  by  Con¬ 
gress  and  is  to  be  disregarded  by  Congress 
endless  complications,  hardships,  and  gross 
injustice  and  discrimination  will  result  and 
uniformity  in  matters  of  Federal  taxation 
will  be  destroyed. 

To  the  average  layman  and  lawyer  un¬ 
familiar  with  the  community-property  or 
marital-partnership  law  there  is  a  general 
impression  that  the  only  difference  between 
the  laws  of  community-property  States  and 
common-law  States  is  a  difference  of  theory, 
and  that  the  community-property  law  is  only 
a  fiction  which  gives  community-property 
States  benefits  in  relation  to  income-tax  re¬ 
turns  at  the  expense  of  common-law  States 
that  have  a  different  system  of  law. 

It  is  respectfully  submitted  that  such  an 
impression  is  erroneous  and  contrary  to  the 
law  and  facts  as  announced  by  three  Attor¬ 
neys  General,  the  Treasury  Department,  and 
the  Supreme  Court  of  the  United  States 
(appendix  4) . 

The  purpose  of  this  memorandum  is  to 
explain  simply  and  briefly,  with  as  little  use 
of  technical  language  and  the  citation  of  au¬ 
thorities  as  possible,  the  general  principles  of 
the  community  law  and  by  practical  illustra¬ 
tions  to  demonstrate  that  the  community- 
partnership  law  is  not  only  theoretically 
different  from  the  common  law  but  as  a 
practical  and  substantial  fact  creates  a  mari¬ 
tal  partnership  in  which  the  wife  is  the  real 
and  substantial  owner  of  one-half  of  the 
community  property  and  income  with  result¬ 
ing  burdens  and  practical  limitations  on  the 
property  rights  of  husbands,  unknown  to  the 
common  law,  which  entitle  such  husbands  in 
community-property  States  to  the  corre¬ 
sponding  rights  that  they  now  have  in  the 
way  of  separate  income-tax  returns. 

Brief  explanation  of  the  effect  of  the  com¬ 
munity-partnership  law 

The  most  important  effect  of  the  law  of 
Louisiana  and  other  community-property 
States  is  to  create  a  partnership  between  the 
husband  and  wife,  and,  as  a  result,  one-half 
of  the  income  and  property  acquired  during 
marriage  by  this  partnership  immediately 
vests  in  the  wife  and  the  other  half  in  the 
husband.  The  community  system  of  law  as  it 
exists  in  Louisiana  and  other  States  is  more 
analogous  as  a  matter  of  legal  principle  and 
substantial  fact  to  a  partnership  than  any 
other  common-law  legal  status.  The  right  of 
the  husband  to  administer  and  manage  the 
community-partnership  property  that  is  ac¬ 
quired  after  marriage  as  a  result  of  the  joint 
or  individual  efforts  of  the  two  spouses  is  in 
substance  analogous  to  that  of  a  managing 
partner  at  common  law  or  a  trustee  at  com¬ 
mon  law  with  very  broad  power  of  adminis¬ 
tration  (appendix  5).  Under  the  com¬ 
munity  or  partnership  theory,  the  husband 
and  wife,  with  certain  exceptions,  become 
absolute  and  equal  owners  of  all  property  and 
income  acquired  by  them  during  the  marriage 
share  and  share  alike  (appendix  6).  The 
courts  of  the  various  States  have  repeatedly 
held  that  there  is  no  distinction  to  be  made 
between  husband  and  wife  as  to  the  degree, 
quantity,  nature,  or  extent  of  the  interest 
each  has  in  the  community  property  (ap¬ 
pendix  7).  The  husband,  as  managing  part¬ 
ner  or  trustee,  or  as  he  is  called  in  some  of 
the  community  States,  the  master  of  the  com¬ 
munity,  is  given  the  administration  of  the 
community  property  by  law,  and  this  right  to 
administer  is  terminated  by  divorce,  or  by  his 
death  or  the  death  of  his  wife.  This  right 


of  administration  may  also  be  terminated 
without  the  necessity  of  a  divorce,  by  a  sep¬ 
aration  of  the  community  property  and  a 
liquidation  of  the  partnership,  which  may  be 
claimed  and  obtained  by  the  wife  on  the 
ground  that  the  husband  is  a  gambler,  or  if 
he  is  guilty  of  mismanagement  or  otherwise 
incompetent  or  incapable  of  properly  admin¬ 
istering  the  community-partnership  prop¬ 
erty. 

The  pending  amendment  proposes,  although 
the  husband  is  admittedly  not  the  owner,  to 
tax  him  on  his  wife’s  half  of  the  community- 
partnership  property,  because  he  is  the  man¬ 
ager  and  administrator  of  the  community 
partnership  under  the  local  State  law.  It  is 
probably  unnecessary  to  state  that  in  com¬ 
mon-law  States,  a  managing  partner  of  a 
partnership  is  not  required  by  the  Federal 
revenue  act  to  include  in  his  individual  in¬ 
come-tax  return  the  share  of  the  partnership 
income  belonging  to  his  other  partner  or 
partners.  The  proposed  bill,  however,  would 
require  the  husband,  who  is  analogous  to  a 
managing  partner  at  comr-on  law,  to  include 
in  his  individual  income-tax  return  not  only 
his  share  of  the  community-partnership  in¬ 
come  but  the  share  which  belongs  to  his  wife 
as  a  partner  in  the  community  partnership. 
In  short,  it  is  proposed  that  for  taxation  pur¬ 
poses  the  community  partnership  in  eight 
States  is  to  be  treated  differently  from  ordi¬ 
nary  partnerships  in  every  State  of  the  Union. 

Practical  illustrations  of  the  wife’s  one-half 
ownership  of  the  community -partner ship 
property  and  income  and  the  substantial 
restrictions  and  limitations  placed  on  the 
husband’s  administration  of  the  commu¬ 
nity-partnership  property 

(a)  The  husband  in  Louisiana,  in  addition 
to  being  restricted  by  law  as  to  gifts  of  com¬ 
munity-partnership  property  (appendix  8) ,  is 
expressly  denied,  by  statute,  the  right  to  dis¬ 
pose  of  or  deal  with  the  community-partner¬ 
ship  property  or  income  in  fraud  of  his  wife’s 
property  rights  in  half  of  the  community- 
partnership  property  and  community  income. 
The  liberal  equitable  power  of  our  courts  in 
relation  to  fraud  are  an  ever-present  potential 
protection  to  the  wife  against  an  unfaithful 
or  dishonest  husband,  who  deals  with  the 
community-partnership  property  in  violation 
of  his  trust  or  fiduciary  obligation  as  master 
and  managing  partner  of  the  community  (ap¬ 
pendix  9).  The  husband  is  merely  the  man¬ 
aging  partner  of  the  marital  partnership, 
with  full  discretion  and  power  of  administra¬ 
tion,  but,  as  an  agent  and  fiduciary,  he  must 
act  in  good  faith  in  the  handling  of  the 
wife’s  interest  in  the  community  partnership. 
If  the  husband  wastes  the  community-part¬ 
nership  property  in  dissipation  and  debauch¬ 
ery  for  his  own  pleasure,  it  has  been  held  in 
several  community-property  States  which 
have  no  express  statute  on  the  subject  sim¬ 
ilar  to  the  Louisiana  statute  that  such  con¬ 
duct  on  his  part  is  a  disposition  of  the  com¬ 
munity  property  in  fraud  of  his  wife’s  rights. 
The  husband,  in  common-law  States,  since  he 
is  the  owner  of  all  property  acquired  by  him 
during  marriage,  can  give  it  away  to  anyone 
he  pleases  and  whenever  he  sees  fit.  More¬ 
over,  he  can  use  it  for  gambling,  waste  it  in 
dissipation,  or  dispose  of  it  in  any  other  way 
he  chocses,  and  it  is  no  fraud  against  the 
wife,  and  the  wife  has  no  right  to  complain, 
because  in  common-law  States  the  husband 
is  the  exclusive  owner  of  all  of  the  property, 
and  the  wife  has  no  interest  in  it  (appendix 
10). 

(b)  Unlike  the  common  law,  and  because 
of  the  community-partnership  law,  if  the 
husband  in  Louisiana,  even  in  the  absence 
of  fraud  on  his  part,  is  wasteful,  reckless,  in¬ 
capable,  or  incompetent,  or  if  he  is  a  careless 
administrator  and  is  mismanaging  the  com¬ 
munity-partnership  property,  or  if  his  affairs 
are  in  such  disorder  as  to  jeopardize  the 
wife’s  property  rights,  or,  a  fortiori,  if  he  is 
fraudulently  disposing  of  community  prop- 
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erty,  the  wife  can  immediately  demand  and 
obtain  a  separation  of  property,  which  car¬ 
ries  with  it  the  dissolution  and  liquidation 
of  the  community  partnership.  The  wife, 
under  such  circumstances,  receives  immedi¬ 
ate  possession  and  control  of  her  half  of  the 
community  property  existing  at  the  date  of 
the  separation  of  property,  and  takes  over 
the  immediate  control  and  administration 
of  her  half  of  the  community  property  and 
removes  the  husband  thereafter  as  manag¬ 
ing  partner  of  the  community  property. 
Each  spouse  thereafter  manages  his  or  her 
property,  and  all  property  thereafter  ac¬ 
quired  belongs,  as  separate  property,  to  the 
spouse  acquiring  it.  When  the  wife  sues 
for  separation  of  property,  she  may,  as  a 
matter  of  protection,  immediately  obtain  an 
injunction  restraining  the  husbafid  from 
further  activity  as  manager  of  the  commu¬ 
nity  property  (appendix  11).  This  right  of 
the  wife  in  Louisiana  is  similar  to  the  right 
of  a  partner  in  an  ordinary  commercial  part¬ 
nership  to  provoke  a  liquidation  or  dissolu¬ 
tion  of  the  partnership  in  case  of  misman¬ 
agement  or  fraud.  Furthermore,  this  right 
of  the  wife  in  Louisiana  has  nothing  to  do 
with  and  is  distinct  from  her  right  to  a  di¬ 
vorce,  and  can  be  asserted  by  her  while  she 
and  her  husband  are  living  together  as  man 
and  wife.  This  right  of  the  wife  to  force  a 
dissolution  and  liquidation  of  the  commu¬ 
nity,  in  case  the  husband  is  incompetent  or 
guilty  of  mismanagement,  or  fraud,  or  if 
his  affairs  are  in  disorder,  is  a  serious  limita¬ 
tion  and  check  on  the  husband’s  authority 
as  manager  of  the  marital  partnership,  and 
is  a  substantial  safeguard  established  for  the 
benefit  and  protection  of  her  property  right. 
This  very  practical  remedy  given  by  the  Lou¬ 
isiana  law  to  the  wife  is  consistent  only  with 
the  theory  that  the  husband  is  only  an 
administrator  or  managing  partner,  and  that 
the  wife  has  a  real  and  substantial  owner¬ 
ship  in  half  of  the  community  property  ad¬ 
ministered  by  the  husband,  which  the  Lou¬ 
isiana  courts  will  protect.  In  common-law 
States  the  wife,  of  course,  has  no  such  right, 
because  there  is  no  community  partnership 
between  husbands  and  wives  created  and 
established  by  State  law.  The  husband,  in 
common-law  States,  is  the  owner  of  all  prop¬ 
erty  acquired  by  him  during  marriage,  and 
it  is  immaterial  whether  he  is  incompetent 
or  incapable,  and  he  can  spend  it  in  dissipa¬ 
tion  or  debauchery,  gamble  with  it,  or  mis¬ 
manage  it,  as  he  chocses,  and  the  wife,  be¬ 
cause  she  has  no  ownership  or  interest  in 
her  husband’s  property,  has  no  legal  right 
to  complain  (appendix  11). 

(c)  That  the  husband  is  only  the  manag¬ 
ing  partner  of  the  community  partnership 
and  cannot  enjoy  or  use  the  property  for 
himself  is  further  demonstrated  by  his  in¬ 
ability  to  use  community-partnership  income 
or  property  without  accountability  to  his 
wife.  Thus,  if  he  uses  any  part  of  the  com¬ 
munity-partnership  income  for  the  benefit  of 
his  separate  estate,  he  becomes  a  debtor  to 
the  community  partnership  to  the  extent  to 
which  his  separate  estate  has  been  enhanced 
in  value.  If  he  pays  his  separate  debts  out 
of  the  community  funds,  his  separate  funds 
must  reimburse  the  community  for  the 
amount  so  paid.  In  common-law  States, 
where  there  is  no  community  partnership 
between  husbands  and  wives,  all  property 
and  income  acquired  by  the  husband  during 
marriage  belongs  exclusively  to  him,  and  all 
property  and  income  acquired  by  the  wife 
during  marriage  belongs  to  her,  and  the  hus¬ 
band  can  use  and  spend  his  property  and 
income  to  pay  his  personal  and  separate 
debts,  or  in  any  other  way  he  pleases,  and 
his  wife  has  no  legal  right  to  complain  be¬ 
cause  she  has  no  interest  or  ownership  in 
the  property  and  income  acquired  by  her 
husband  during  marriage  (appendix  12). 

(d)  The  wife,  in  the  event  that  she  does 
go  into  business  for  herself,  is  still  a  partner 
in  the  community  estate;  and  if  she  acts 
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unwisely  and  contracts  debts,  these  debts 
operate  against  the  entire  community  estate 
and  against  the  husband  individually,  since 
he  is  the  head  and  master  of  the  community. 
This  situation  is  true  even  though  the  hus¬ 
band  has  nothing  whatever  to  do  with  the 
business  which  the  wife  has  undertaken  and 
even  though  he  objects  to  the  debts  being 
contracted.  (See  appendix  13.) 

(e)  The  husband  in  Louisiana  can,  by  his 
will,  dispose  only  of  his  half  of  the  com¬ 
munity  property,  and  is  powerless  to  affect 
the  wife’s  half.  The  converse  of  the  hus¬ 
band's  lack  of  testamentary  power  over  the 
wife’s  half  of  the  community  income  is 
illustrated  by  the  completeness  of  the  wife’s 
power  of  disposition  of  her  half.  The  wife 
can  will  her  half  of  the  community  prop¬ 
erty  to  anyone  she  chooses,  even  to  a  lover, 
and  when  she  dies,  the  husband  must,  by 
agreement  or  judicial  partition,  sell  the  com¬ 
munity  property  and  liquidate  any  and  all 
business  ventures  in  order  to  deliver  the  value 
of  half  of  the  marital  partnership  property 
to  the  legatee  or  legatees  of  the  wife.  It  is 
only  because  one-half  of  the  community- 
partnership  property  belongs  to  the  wife 
that  the  law  gives  her  the  right  of  testa¬ 
mentary  disposition  of  half  of  the  com¬ 
munity-partnership  property  and  income. 
At  common  law,  because  the  husband  owns 
all  property  and  income  acquired  by  him 
after  marriage,  he  has  the  free  and  unre¬ 
stricted  power  of  testamentary  disposition 
of  the  whole  of  this  property,  and  his  wife 
cannot  dispose  of  any  of  his  property  by  will. 
Likewise,  since  the  wife  is  the  exclusive 
owner  of  all  property  acquired  by  her  during 
marriage,  she  can  dispose  of  all  of  it  by  will, 
and  the  husband  cannot  dispose  of  any  part 
thereof.  This  is  because  there  is  no  com¬ 
munity  partnership  in  common-law  States 
and  the  wife  has  not  a  half  interest  in  any 
part  of  the  husband’s  property  acquired 
during  marriage,  and  the  husband  has  not  a 
half  interest  in  any  part  of  the  wife’s  prop¬ 
erty  acquired  during  marriage  (appendix  14). 

(f)  If  the  wife  in  Louisiana  dies  without 
having  made  a  will,  her  half  of  the  commu¬ 
nity-partnership  property  and  income  de¬ 
scends  to  her  heirs  and  her  husband  is  power¬ 
less  to  prevent  it.  It  has  been  held  in  Louisi¬ 
ana,  that  even  the  illegitimate  children  of  the 
wife,  born  before  her  marriage  and  not  the 
children  of  her  husband,  were  entitled,  on 
her  death,  to  inherit  her  share  of  the  com¬ 
munity  estate,  to  the  exclusion  of  the  sur¬ 
viving  husband  (appendix  15).  If  the  wife 
in  Louisiana  dies,  her  heirs  or  legatees  pay 
both  State  and  Federal  inheritance  taxes  on 
her  half  of  the  community-partnership  prop¬ 
erty  and  income,  and  if  the  husband  happens 
to  be  the  legatee  or  heir  of  his  wife,  he  is 
required  to  pay  both  a  State  and  Federal 
inheritance  tax.  Thus,  under  the  law  of 
Louisiana,  if  a  man  has  the  misfortune  to 
lose  his  wife,  he  must  pay  to  the  United  States 
and  the  State  of  Louisiana  a  heavy  inheritance 
tax  for  the  privilege  of  inheriting  from  her 
one-half  of  the  property  which  in  a  common- 
law  State  would  be  considered  entirely  his. 
In  this  connection,  it  should  be  noted  that 
the  Treasury  Department  recognizes  the  com¬ 
munity  partnership  and  the  wife’s  half  owner¬ 
ship  in  the  community  property  and  income 
for  the  purpose  of  levying  an  inheritance  tax 
on  the  husband  or  the  heirs  of  the  wife,  on 
the  theory  that  they  receive  the  wife’s  prop¬ 
erty  and  income,  and  yet,  if  the  present 
amendment  is  adopted,  the  Government  will 
compel  the  husband  to  pay  an  income  tax  on 
the  same  property  and  income,  evidently  on 
the  theory  that  it  should  be  treated  as  his 
property.  We  submit  that  this  is  in  effect 
“blowing  hot  and  cold”  at  the  same  time 
(appendix  16) . 

The  rules  we  have  stated  are  unknown  to 
the  common  law.  At  common  law  all  of  the 
property  acquired  by  the  husband  during 
marriage  belongs  to  him  alone,  and,  accord¬ 
ingly,  upon  his  death,  descends  to  his  heirs, 


and  his  heirs  must  pay  both  State  and  Fed¬ 
eral  inheritance  taxes;  and,  conversely,  all 
the  property  acquired  by  the  wife  during 
marriage  belongs  to  her  alone,  and,  upon  her 
death,  descends  to  her  heirs,  and  her  heirs 
must  pay  both  State  and  Federal  inheritance 
taxes. 

(g)  The  community  partnership  in  Louisi¬ 
ana  is  dissolved,  and  the  husband  is  auto¬ 
matically  removed  as  managing  partner  in 
case  a  divorce  is  obtained  by  either  husband 
or  wife,  and  as  a  result,  the  community-part¬ 
nership  property  is  immediately  liquidated 
and  the  community  property  and  accrued 
income  divided  equally  between  the  hus¬ 
band  and  wife.  This  is  true  irrespective  of 
the  merits  of  the  marital  disagreement  and 
even  though  the  wife  alone  is  guilty  and 
wholly  to  blame  for  the  situation  bringing 
about  the  divorce  and  the  resulting  dissolu¬ 
tion  and  liquidation  of  the  community  part¬ 
nership  (appendix  17).  The  right  of  the 
wife  in  this  connection  is  independent  of 
any  question  of  alimony,  which  is  governed 
and  regulated  by  separate  statutes.  The 
wife’s  right,  in  the  event  of  divorce,  to  re¬ 
move  the  husband  as  manager  of  the  com¬ 
munity  partnership  and  immediately  receive 
one-lialf  of  the  community-partnership 
property  and  income  results  from  the  fact 
that  in  Louisiana  she  is  the  owner  of  one- 
half  of  the  community-partnership  property 
and  income.  As  a  consequence,  therefore,  if 
a  wife  in  Louisiana  is  guilty  of  adultery  and 
runs  away  with  her  lover,  she  can  leave  in¬ 
structions  with  her  attorney  in  connection 
with  the  divorce  proceedings,  to  require  an 
immediate  dissolution  and  liquidation  of  the 
community  partnership,  and  she  can  force  the 
husband  to  account  for  and  deliver  to  her 
immediately  one-half  of  the  community- 
partnership  property  and  income,  wdiich  she 
can  then  spend,  if  she  pleases,  in  luxury  with 
her  lover.  In  a  common-law  State,  a  wife 
leaving  her  husband  under  such  guilty  cir¬ 
cumstances  could  be  divorced  by  her  husband 
and  wcu’d  not  even  be  entitled  to  alimony, 
much  less  to  an  equal  division  of  property. 
The  simple  reason  for  this  result,  as  we  have 
said  before,  is  because  in  common-law  States 
the  husband  is  the  exclusive  owner  of  all  of 
the  property  acquired  by  him  during  mar¬ 
riage,  and  the  wife  has  not  the  slightest  in¬ 
terest  or  ownership  in  his  property. 

SUMMARY 

In  the  light  of  the  many  illustrations  of 
the  practical  and  substantial  nature  of  the 
wife’s  ownership  and  the  restrictions  on  the 
husband  as  agent  or  managing  partner  of 
the  community  partnership  we  have  briefly 
outlined,  we  submit  that  the  proposed  amend¬ 
ment  is  grossly  unjust  and  discriminatory. 
The  pending  community-property  amend¬ 
ment,  in  substance,  proposes  to  tax  the  hus¬ 
band  on  income  which  belongs  to  his  wife, 
by  treating  the  income  as  if  it  were  his,  when, 
as  a  matter  of  fact,  he  cannot  give  it  away 
if  he  chooses;  when  he  cannot  dispose  of  it 
in  fraud  of  his  wife’s  property  rights,  if  he 
pleases;  when,  if  he  is  reckless,  careless,  or  a 
bad  manager,  he  loses  the  administration  of 
it;  when,  if  he  is  of  a  speculative  disposition, 
or  the  disorder  of  his  affairs  is  such  as  to 
jeopardize  his  wife’s  property  rights,  he  loses 
the  administration  of  it;  when  he  loses  the 
administration  of  it  in  case  of  a  divorce  and 
even  without  any  fault  on  his  part,  if  his  wife 
is  unfaithful  to  her  marital  obligation;  when 
he  cannot  spend  it  to  improve  his  separate 
property,  if  he  wants  to;  when  he  cannot  use 
it  to  pay  his  separate  debts,  if  he  pleases; 
when  he  has  no  right  or  power  to  have  it 
descend  to  his  heirs;  when,  if  his  wife  dies, 
he  loses  the  administration  of  it  and  must 
deliver  it  to  his  wife’s  heirs;  and  when,  if  it 
is  willed  to  him  by  his  wife,  he  takes  it  not 
as  owner  but  by  inheritance,  and  is  compelled 
to  pay  both  a  State  inheritance  tax  and  a 
Federal  estate  tax  for  the  privilege  of  re¬ 
ceiving  it. 


None  of  these  restrictions  and  limitations 
on  the  power  of  the  husband  with  regard  to 
property  and  income  acquired  during  mar¬ 
riage  exists  in  common-law  States,  where  the 
husband  is  the  owner  of  all  of  the  property 
and  income  acquired  during  marriage;  and, 
conversely,  the  restrictions  and  limitations  we 
have  outlined  exist  in  Louisiana,  because  the 
wife  is  the  owner  of  one-half  of  the  property 
and  income  acquired  during  marriage  by  the 
marital  partnership  composed  of  both  hus¬ 
band  and  wife. 

We  have  emphasized  the  fundamental  and 
practical  features  of  the  Louisiana  commun¬ 
ity-partnership  law,  in  order  to  show  clearly 
that  the  community  partnership  between 
husband  and  wife  in  Louisiana  and  other 
community-property  States  is  not  a  fiction, 
but  is,  in  substance,  a  partnership  imposed 
by  law,  which  creates  burdens  and  limita¬ 
tions  as  well  as  privileges  in  relation  to  the 
property  rights  of  husbands  and  wives. 
These  burdens  and  limitations  on  property 
rights  are  unknown  in  the  common-law 
States,  and,  we  submit,  if  it  were  true  that 
any  benefits  flowed  from  the  community- 
partnership  law,  they  are  more  than  counter¬ 
balanced  by  the  multitude  of  burdens  and 
restrictions  placed  upon  the  property  rights 
of  husbands  and  wives  in  Louisiana,  which 
do  not  exist  in  any  common-law  State.  The 
proposed  amendment  is  unjust  and  discrim¬ 
inatory  in  its  practical  effect,  and  violates 
sound  principles  of  uniformity  in  Federal 
taxation. 

Practical  instances  of  discrimination  and  un¬ 
fairness,  which  will  result  from  the  passage 

of  the  proposed  bill 

An  attempt  to  force  the  husband  and  wife 
in  Louisiana,  who,  under  our  local  law,  are  in 
substance  partners,  to  report  all  of  the  com¬ 
munity-partnership  income  in  the  name  of 
the  husband  alone,  when,  as  a  matter  of  law 
and  fact  the  husband  owns  only  one-half  of 
the  community  income,  and  is  merely  the 
managing  partner  of  his  wife’s  other  half, 
will  not  produce  uniformity,  but,  on  the  con¬ 
trary,  will  unfairly  discriminate  against 
Louisiana  and  other  community-property 
States,  and  will  ignore  the  fundamental  law 
of  our  State,  by  treating  what  in  Louisiana  is 
in  substance  a  partnership  created  by  law, 
differently  from  voluntary  partnerships  In 
every  common-lav/  State. 

Furthermore,  in  addition  to  the  discrim¬ 
ination  resulting  from  voluntary  partner¬ 
ships,  it  is  important  to  note  that  as  a  matter 
of  fact  there  are  a  number  of  common-law 
States  that  permit  husbands  and  wives  to 
form  partnerships  voluntarily,  and  in  these 
States,  husbands  and  wives  may  make  vol¬ 
untary  partnership  agreements  which  may 
accomplish  the  same  result,  by  contract,  that 
the  law  accomplishes  in  Louisiana,  Where 
such  a  partnership  agreement  has  been  en¬ 
tered  into  between  husband  and  wife  in  these 
common-law  States,  the  Commissioner  of 
Internal  Revenue  has  recognized  that  each 
spouse  may  return  his  or  her  distributive 
share  of  the  partnership  income,  and  is  lia¬ 
ble  only  for  the  tax  upon  such  share.  Nu¬ 
merous  cases,  both  in  the  Federal  court  and 
before  the  Board  of  Tax  Appeals,  recognize 
that  under  the  common-law  system  separate 
returns  by  husband  and  wife,  effecting  a  divi¬ 
sion  of  income,  may  easily  be  arranged  by 
any  one  of  a  number  of  legal  transactions 
which  have  been  sanctioned  by  the  law.  For 
example,  an  informal  joint  venture  or  part¬ 
nership  for  the  purpose  of  trading  on  the 
stock  exchange  has  been  recognized  as  legally 
authorizing  husband  and  wife  to  return 
one-half  of  the  profits  each  (appendix  19). 
Likewise,  an  oral  agreement  that  a  partner¬ 
ship  should  exist  in  a  lumber  business  be¬ 
tween  husband  and  wife,  although  the  wife 
takes  no  active  part  in  the  business,  will 
authorize  separate  returns,  and,  in  the  same 
case,  a  donation  of  a  farm  by  the  husband, 
which  the  husband  subsequently  rented  from 
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the  wife,  was  authorized  and  the  wife  was 
permitted  to  return  the  profits  from  the 
farm  (appendix  20) .  A  simple  declaration 
by  the  husband  that  he  is  purchasing  cer¬ 
tain  property  and  that  the  ownership  is  to  be 
divided  equally  between  him  and  his  wife 
authorizes  the  wife  to  return  one-half  of  the 
profit  resulting  from  a  subsequent  sale  on  her 
separate  income  tax  (appendix  21).  There 
are  numerous  other  cases  illustrating  the 
same  principle  and  rulings  (appendix  22). 
As  shown  by  the  rulings  set  out  in  the  In¬ 
come  Tax  Service  of  the  Commerce  Clearing 
House,  section  1169,  the  Government  has 
recognized  and  permitted  separate  returns 
as  a  result  of  a  partnership  entered  into  be¬ 
tween  husband  and  wife  in  22  common-law 
States  and  in  the  District  of  Columbia. 

It  is  to  be  noted  that  none  of  the  trans¬ 
actions  above  referred  to,  which  have  been 
held  legal  in  common-law  States,  is  permis¬ 
sible  under  the  Louisiana  law.  The  husband 
and  wife  in  Louisiana  cannot  make  contracts 
with  each  other  or  enter  into  partnership 
agreements  (appendix  23).  It  is  thus  appar¬ 
ent  that  while  the  common-law  States,  by  a 
variety  of  legal  transactions  between  hus¬ 
band  and  wife  which  have  already  been  ap¬ 
proved  by  the  Government,  permit  the  mak¬ 
ing  of  separate  returns  by  husbands  and 
wives  and  the  shifting  of  property  in  various 
ways  to  authorize  a  rearrangement  of  income 
between  husband  and  wife,  none  of  these 
accepted  legal  methods  in  common-law  States 
is  possible  under  Louisiana  law. 

Moreover,  the  voluntary  partnership  ar¬ 
rangements  between  husbands  and  wives  in 
the  common-law  States,  permitting  and  au¬ 
thorizing  husbands  and  wives  to  make  sepa¬ 
rate  income-tax  returns  referred  to  above, 
will  not  be  affected  or  changed  by  the  pro¬ 
posed  amendment,  because  the  amendment 
only  applies  to  so-called  community-property 
States,  and  is,  therefore,  intended  to  and 
actually  does  affect  only  eight  community 
States.  The  adoption  of  the  proposed  amend¬ 
ment,  therefore,  would  result  in  permitting 
husbands  and  wives  who  are  voluntary  part¬ 
ners  in  other  States  to  divide  income,  and 
would,  in  eight  States  of  the  Union,  where  a 
partnership  between  husband  and  wife  is 
created  by  law  and  called  a  community  part¬ 
nership,  prevent  the  division  of  income  be¬ 
tween  the  partners  and  the  making  of  sepa¬ 
rate  returns  by  the  partners. 

On  the  other  hand,  if  the  husband  in  com¬ 
munity-property  States  is  analogized  to  a 
trustee  at  common  law  insofar  as  he  manages 
one-half  of  the  community-partnership  prop¬ 
erty  and  income  for  his  wife,  surely  it  cannot 
be  contended  that  one  in  the  position  of  a 
trustee  for  another  person  can  or  should  be 
forced  to  add  the  income  derived  from  prop¬ 
erty  administered  for  the  benefit  of  the  bene¬ 
ficiary  to  his  individual  property  and  income 
for  Federal  income-tax  purposes.  Yet,  this 
is  in  substance  what  the  pending  community- 
property  amendment  proposes  to  do,  by  forc¬ 
ing  a  Louisiana  community  husband  to  add 
the  community-partnership  income  to  his 
personal  income  for  taxation  purposes. 

It  is  respectfully  submitted  that  if  the  in¬ 
habitants  of  ccmmon-law  States  should  be  of 
the  opinion  that  it  is  to  their  Interest  to  place 
the  burdens  and  limitations  on  the  husband’s 
earnings  and  accumulations  during  marriage 
and  confer  upcn  the  wife  a  substantial  prop¬ 
erty  right  in  the  earnings  and  accumulations 
o»  the  husband  during  marriage,  which  the 
law  of  Louisiana  confers  upon  her,  there  is 
nothing  to  prevent  them  from  changing  their 
laws  accordingly,  and  from  accepting  this  ad¬ 
vanced  view  of  women’s  rights,  by  adopting 
the  community-partnership  system.  By  es¬ 
tablishing  a  community-partnership  system, 
which  has  prevailed  in  eight  States  long  be¬ 
fore  the  income-tax  amendment  was  adopted, 
common-law  States  may  obtain  any  advan¬ 
tages,  if  such  there  are,  that  flow  from  the  law 
and  facts  in  community-partnership  States. 
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It  is  evident  that  the  community-partnership 
system  is  so  substantial  in  its  nature  with 
reference  to  property  rights  that  common-law 
States,  up  to  this  time,  have  considered  it  ob¬ 
jectionable  in  this  regard  and  not  desirable 
to  adopt  on  any  theory  of  Federal  income-tax 
benefit. 

With  reference  to  the  argument  as  to  the 
necessity  for  bringing  about  harmony  in  the 
Federal  taxation  law,  this  is  impossible  on 
account  of  the  fact  that  the  Federal  tax 
must  be  based  on  the  person’s  income,  and 
what  is  property  and  income  of  an  individual, 
corporation,  or  partnership  is  necessarily  a 
matter  depending  on  the  constitutions  and 
laws  of  the  various  States  of  the  Union. 
We  have  already  pointed  out  that  in  many 
common-law  States,  husbands  and  wives  may 
make  voluntary  partnership  agreements  and 
obtain  the  same  benefits  which  result  from  a 
community-property  partnership  established 
by  law.  More  than  this,  in  all  common-law 
States  a  husband  may  make  a  gift  of  half  of 
his  property  to  his  wife  and  thereafter  the 
income  from  the  property  thus  donated  may 
be  returned  as  the  separate  property  of  the 
wife  (appendix  24) .  This  is  done  as  a  matter 
of  practice,  and  has  never  been  questioned. 
The  laws  of  Louisiana  and  other  community 
States  make  the  wife  the  owner  of  one-half 
of  the  income  and  property  acquired  during 
marriage  and  yet  the  Federal  Government, 
by  the  proposed  amendment,  is  attempting  to 
ignore  this  fundamental  law  of  the  State  for 
taxation  purposes.  The  result  will  be,  in  case 
the  proposed  amendment  is  adopted,  that 
simply  because  the  property  becomes  joint 
property  as  a  result  of  the  positive  law  of 
Louisiana  and  other  community-property 
States,  a  different  rule  will  be  applied  in 
community  States  than  is  applied  in  other 
States  where  the  same  situation  is  brought 
about  voluntarily. 

In  Louisiana,  a  gift  by  a  husband  to  his 
wife  during  marriage  is  as  a  matter  of  law 
revocable  during  the  marriage,  and  in  view 
of  the  provisions  of  the  Revenue  Act  taxing 
income  from  revocable  trusts  to  the  grantor, 
the  Treasury  Department  may  contend  that 
the  income  from  property  donated  by  a  hus¬ 
band  to  his  wife  should  remain  taxable  to 
the  husband.  In  common-law  States  no 
such  contention  can  be  made,  and  the  in¬ 
come  from  donated  property  is  clearly  tax¬ 
able  to  the  wife  only.  Thus  the  Louisiana 
law  may  prevent  the  husband  from  making 
an  effective  division  with  his  wife  by  dona¬ 
tion  to  her.  This  is  not  important  so  long 
as  the  present  Treasury  regulations  stand, 
recognizing  the  right  of  the  husband  and 
wife  in  Louisiana  each  to  return  his  or  her 
half  of  the  community-partnership  income, 
but  it  affords  another  reason  why,  so  long  as 
spouses  in  noncommunity  States  can  make 
an  effective  division  of  property  by  donation 
from  one  spouse  to  another  with  a  resulting 
division  of  income  for  income-tax  purposes 
which  spouses  in  Louisiana  may  not  be  able 
to  accomplish,  Congress  should  not  under¬ 
take  by  passage  of  the  pending  amendment 
to  ignore  the  division  which  the  funda¬ 
mental  law  of  Louisiana  automatically  ac¬ 
complishes  between  the  spouses  (appendix 
25). 

It  is  important  to  note,  in  connection  with 
an  explanation  and  statement  of  the  practical 
effect  of  the  wife’s  half  interest  in  commu¬ 
nity-partnership  property  in  Louisiana  and 
other  community-property  States,  that  a 
common-law  State  will  recognize  the  owner¬ 
ship  and  legal  title  of  the  wife  in  one-half 
of  the  community-partnership  property  ac¬ 
quired  while  the  spouses  are  domiciled  in 
Louisiana,  when  the  spouses  leave  Louisiana 
and  community-partnership  property  is  re¬ 
moved  by  the  spouses  from  Louisiana  to  other 
States.  It  is  a  generally  recognized  proposi¬ 
tion  of  conflict  of  laws  that  the  title  and  sta¬ 
tus  of  property  is  to  be  determined  by  the  law 
of  the  jurisdiction  under  which  the  property 
was  acquired,  and  in  case  of  the  removal  of 


the  property  to  another  State,  the  State  to 
which  the  property  is  removed  will  approve 
and  recognize  the  law  of  the  jurisdiction 
from  which  the  property  was  removed,  in  or¬ 
der  to  determine  the  ownership  of  the  prop- 
perty.  Thus,  if  a  husband  and  wife  domiciled 
in  Louisiana  accumulate  $1,000,000,  this  is 
community  property,  and  under  the  amend¬ 
ment  disregarding  the  Louisiana  law  for  Fed¬ 
eral  tax  purposes,  the  husband  is  compelled 
to  report  as  his  income  the  wife’s  one-half  of 
the  income  of  this  property.  If  the  husband 
and  wife,  however,  sell  their  Louisiana  prop¬ 
erty  and  move  to  New  York  or  some  other 
common-law  State  and  invest  the  proceeds 
of  the  property  in  the  latter  State,  the  com¬ 
mon-law  States,  under  the  law  and  decisions 
of  the  courts,  recognize  the  vested  interest  of 
the  wife  created  by  the  law  of  Louisiana 
where  the  property  was  acquired,  and  the 
$1,000,000  invested  in  New  York  is  therefore 
recognized  by  the  courts  of  New  York  as  be¬ 
longing  one-half  to  the  husband  and  one-half 
to  the  wife.  This  is  true,  even  though  the 
property  technically  may  stand  in  the  name 
of  the  husband  in  the  common-law  State,  for 
under  such  circumstances  the  husband  is 
considered  trustee  for  $500,000  of  the  property 
for  the  benefit  of  the  wife.  In  New  York, 
therefore,  or  in  any  common-law  State,  when 
the  property  taken  from  the  community  State 
is  reinvested,  one-half  immediately  becomes 
the  property  of  the  husband  and  the  other 
half  the  separate  property  of  the  wife,  and 
the  husband  and  wife  may  make  separate 
returns  for  Federal  income-tax  purposes  (ap¬ 
pendix  26) . 

It  is  clear,  in  the  light  of  these  facts,  that 
if  the  proposed  amendment  is  passed,  the 
result  of  the  situation  will  be  that  a  husband 
and  wife  who  sell  their  community  property 
in  Louisiana  and  reinvest  it  in  common-law 
States  where  the  same  property  will  be  con¬ 
sidered  separate  property,  will  be  able  to  make 
separate  returns  in  common-law  States, 
whereas,  if  they  had  remained  in  Louisiana, 
they  could  not  make  separate  returns.  The 
proposed  amendment,  in  attempting  to 
emasculate  the  law  of  Louisiana  and  other 
community-property  States,  and  applying,  as 
it  does,  only  to  community-property  States, 
would  result  in  discrimination  against  com¬ 
munity-property  States,  and  would  not  be 
legally  applicable  when  the  husband  and  wife 
removed  their  property  to  another  State. 

We  have  the  amusing  and  illogical  situa¬ 
tion  of  Congress  attempting  to  fix  property 
rights  in  eight  States  for  taxation  purposes 
in  the  very  teeth  of  the  law  of  the  eight 
States  involved,  when,  if  the  same  property 
is  removed  to  the  other  States  of  the  Union, 
these  latter  States  recognize  the  law  of 
Louisiana  and  the  property  rights  of  the 
spouses,  and  Congress,  following  the  law  of 
the  common-law  States,  taxes  the  former 
community  husband  and  wife  on  the  very 
basis  that  they  should  have  been  taxed  on 
if  the  pending  community-property  amend¬ 
ment  had  not  been  adopted.  In  short.  Con¬ 
gress  would  recognize  for  income-tax  pur¬ 
poses  the  law  of  common-law  States  which 
recognize  the  law  of  Louisiana,  but  when 
dealing  directly  with  Louisiana  citizens  the 
Louisiana  property  law  would  be  disregarded. 

This  is  only  another  illustration  of  the 
inequity  and  unfairness  resulting  from  any 
attempt  on  the  part  of  the  Government  to 
disregard  the  local  State  laws  with  reference 
to  the  ownership  of  income  and  property. 
Unless  the  Government  is  prepared  to  go  to 
the  full  extent  of  requiring  husbands  and 
wives  in  every  State,  common  law  as  well  as 
community,  to  combine  all  their  income  in 
one  return,  there  can  be  no  justification  for 
requiring  such  a  result  in  community  States 
alone. 

We  might  give  numerous  illustrations, 
showing  that  by  contract  the  ownership  of 
property  may  be  and  is  frequently  changed 
in  the  various  common-law  States,  resulting 


CONGRESSIONAL  RECORD— SENATE 


7264 

in  a  different  application  of  the  Federal  In¬ 
come-tax  law.  This  condition  of  affairs  is  in¬ 
herent  and  fundamental  under  our  State  and 
Federal  Constitutions,  and  ownership  and 
property  rights,  as  fixed  by  the  various  State 
laws  must,  in  the  nature  of  things,  be  fol¬ 
lowed  by  the  Federal  Government  in  applying 
Its  laws.  It  is  submitted  that  the  principles 
we  have  outlined  are  elementary  under  our 
constitutional  system.  In  Louisiana,  the 
community-partnership  law  is  imposed  by 
statute,  and  does  not  result  from  contract, 
and,  of  course,  was  not  adopted  to  bring 
about  any  income-tax  benefits,  because  the 
community-partnership  law  was  in  existence 
many  years  before  the  adoption  of  the  first 
income-tax  law.  In  fact,  the  community- 
partnership  law  has  been  a  part  of  the  civil 
law  of  Louisiana  ever  since  colonial  days. 
Louisiana  inherited  the  community-partner¬ 
ship  law  from  France,  which  in  turn  bor¬ 
rowed  it  from  Spain,  where  it  had  prevailed 
since  the  seventh  century  (appendix  2,  3,  5, 
6,  and  7). 

Uniformity  among  all  States  could  fairly  be 
obtained  by  Federal  legislation  only  by  re¬ 
quiring  income  of  husband  and  wife  in 
every  State  to  be  combined  in  Federal 
income-tax  returns 

It  is  apparent,  since  the  law  of  each  State 
must  determine  questions  of  ownership,  that 
it  is  not  possible  to  obtain  identical  prac¬ 
tical  results  from  the  operation  of  the  Fed¬ 
eral  revenue  laws  in  each  of  the  48  States 
of  the  Union,  unless  Congress  wishes  to  do 
violence  to  the  dual  character  of  our  Gov¬ 
ernment  and  the  historic  and  settled  prin¬ 
ciple  that  the  Federal  Government  will  rec¬ 
ognize  property  and  the  ownership  of  prop¬ 
erty  as  defined  and  created  by  local  State 
laws  in  the  various  States.  It  has  been  sug¬ 
gested  that  uniformity  is  desirable.  It  is 
obvious  that  uniformity  cannot  be  obtained 
by  having  Congress,  in  the  form  of  a  dis¬ 
criminatory  legislative  act,  disregard  the  fun¬ 
damental  laws  of  8  States  of  the  Union  and 
at  the  same  time  recognize  the  local  law  of 
all  of  the  other  States  of  the  Union  as  a 
guide  and  basis  for  the  application  of  the 
Federal  income-tax  law.  If  the  Government 
desires  to  tax  the  separate  income  of  both 
husband  and  wife  as  a  whole  and  as  a  unit 
in  one  return,  it  is  not  fair  to  attempt  to 
bring  about  this  result  by  legislative  fiat  in 
only  8  States  of  the  Union.  If  identical  uni¬ 
formity  is  desired,  Congress  should  tax  hus¬ 
bands  and  wives  as  a  unit  in  all  the  States 
of  the  Union  and  compel  a  single  return  in 
which  must  be  included  the  income  of  both 
husband  and  wife  in  all  States.  Insofar  as 
husbands  and  wives  are  concerned,  such  a 
law  would  be  perfectly  uniform  in  its  appli¬ 
cation  in  every  State  of  the  Union.  In  fact, 
we  understand  that  this  is  the  method  of 
solving  the  problem  suggested  and  recom¬ 
mended  by  Secretary  Morgenthau,  of  the 
Treasury  Department.  (See  statement  of  Sec¬ 
retary  Morgenthau  issued  December  15,  1933, 
Appendix  28.)  In  referring  to  this  method 
of  solving  the  problem  of  uniformity,  we  do 
not  intend  to  suggest  that  husbands  and 
wives  of  common-law  States  would  approve 
such  an  inequitable,  discriminatory,  and  un¬ 
constitutional  law.  In  fact,  the  adoption  of 
such  a  law  would  ignore  the  separate  indi¬ 
viduality  and  property  rights  of  men  and 
women,  penalize  marriage,  and  discriminate 
against  married  people  in  favor  of  single  per¬ 
sons. 

The  foregoing  brief  summary  of  the  com¬ 
munity-partnership  law  and  its  practical  op¬ 
eration  make  clear  how  futile  and  impossible 
it  is  for  Congress  to  ignore  property  rights 
in  an  attempt  to  produce  uniformity,  and 
that  instead  of  securing  uniformity  the  pro¬ 
posed  bill,  even  if  it  could  be  adopted  under 
the  Constitution,  will  produce  endless  con¬ 
fusion  and  inequities.  Moreover,  we  feel  that 
vie  have  demonstrated  that  the  proposed  Fi¬ 
nance  Committee  amendment  is  discrimina¬ 


tory  and  if  passed  will  result  in  gross  un¬ 
fairness  to  the  taxpayers  of  8  States  of  the 
Union. 

Respectfully  submitted. 

Charles  E.  Dunbar,  Jr., 

Spencer,  Gidiere,  Phelps  &  Dunbar, 
Attorneys  for  Louisiana  Community- 
Property  Taxpayers  Committee. 

APPENDIX 

The  following  decisions,  statutes,  and  au¬ 
thorities  are  submitted  in  support  of  the 
Statements  of  Law  contained  in  the  foregoing 
brief: 

(1)  Vol.  61,  Congressional  Record,  No.  146, 
for  November  3,  1921;  pp.  8037,  8038;  report 
of  hearings  before  Committee  on  Ways  and 
Means,  House  Reports,  Revenue  Division,  1924, 
pp.  194,  348,  375  to  482,  inclusive;  Hearings, 
Ways  and  Means  Committee  (H.  R.  8396), 
May  and  June  1934. 

(2)  Poe  v.  Seaborn,  (Wash.)  75  Law  Ed. 
239-247,  282  U.  S.  101-118;  Fred  O.  Goodell 
v.  I.  B.  Koch,  (Ariz.),  75  Law  Ed.  247,  282 
U.  S.  118-122;  Jacob  O.  Bender  v.  Wm.  Pfaff, 
(La.),  75  Law  Ed.  252,  282  U.  S.  127-132; 
Geo.  C.  Hopkins  v.  G.  W.  Bacon,  (Texas),  75 
Law  Ed.  249,  282  U.  S.  122-127;  United  States 
v.  Malcolm,  (Calif.),  75  Law  Ed.  714,  282  U.  S. 
792;  see  also  Warburton  v.  White,  176  U.  S. 
484;  Arnett  v.  Reade,  220  U.  S.  311. 

(3)  Opinions  of  Acting  Attorney  General 
Mitchel  in  1927,  and  Opinions  of  Attorney 
General  Daugherty  in  1924;  Attorney  General 
Stone  in  1924,  and  Attorney  General  Sargeant 
in  1926;  see  32  Op.  Att.  Gen.  298,  435;  34  Ibid. 
376,  395;  35  Ibid.  89,  265.  General  Counsel 
Memorandum,  6351;  32  Op.  Att.  Gen.  435. 
T.  D.  2090,  2137,  Of.  Dec.  No.  426,  reported  at 
2  C.  B.  198.  T.  D.  3071,  reported  at  3  C.  B. 
221;  and  T.  D.  3138.  See  also  Appendix  (1), 
supra. 

(4)  See  Appendix  (1),  (2),  and  (3),  supra. 

(5)  Louisiana  Revised  Civil  Code,  arts. 
2404,  2399,  2402,  2334.  Childers  v.  Johnson, 
6  La.  Ann.  634,  at  p.  641. 

(6)  Louisiana  Revised  Civil  Code,  arts. 
2334,  2399,  2402,  2404,  2386,  2385,  and  2406. 

(7)  See  State  decisions  cited  and  quoted  in 
Supreme  Court  decisions  referred  to  in  ap¬ 
pendix  (2),  supra,  and  decisions  quoted  in 
opinion  of  Attorney  General  Palmer,  of  Feb¬ 
ruary  26,  1921,  32  Op.  Att.  Gen.  435  which 
was  published  and  promulgated  by  the 
Treasury  Department  on  March  3,  1921,  in 
connection  with  T.  D.  3138.  See  also  author¬ 
ities  and  statutes  quoted  in  brief  for  re¬ 
spondent  in  the  Supreme  Court  of  the 
United  States,  in  the  case  of  Jacob  O.  Bender 
v.  William  Pfaff,  Docket  No.  86,  October  term, 
1930,  filed  in  behalf  of  respondent  and  Lou¬ 
isiana  taxpayers  by  Charles  E.  Dunbar,  Jr., 
and  Monte  M.  Lemann,  attorneys,  of  New 
Orleans,  La. 

(8)  Louisiana  Revised  Civil  Code,  art.  2404; 
Melady  v.  Succ.  of  Bonnegent,  142  La.  534; 
Bister  v.  Menge,  21  La.  Ann.  216;  Radovich 
v.  Jenkins,  123  La.  355;  Snowden  v.  Cruse, 
152  La.  144;  Ramsey  v.  Beck,  151  La.  190; 
Succ  of  Moore,  42  La.  Ann.  331,  at  p.  341. 
See  authorities  contained  in  brief  of  re¬ 
spondent  in  Supreme  Court  of  the  United 
States  in  the  matter  of  Jacob  O.  Bender  v. 
William  Pfaff,  Docket  No.  86,  pp.  23-26,  inclu¬ 
sive. 

(9)  Louisiana  Revised  Civil  Code,  art.  2404; 
Smallwood  v.  Pratt,  3  Rob.  132;  Dixon  v. 
Dixon’s  Executors,  4  La.  188;  Phillips  v. 
Phillips,  160  La.  813.  See  authorities  con¬ 
tained  in  brief  filed  in  Supreme  Court  of  the 
United  States  in  behalf  of  respondent  in  the 
matter  of  Jacob  O.  Bender  v.  William  Pfaff, 
docket  No.  86,  October  term,  1930,  pp.  26-28, 
inclusive. 

(10)  See  authorities  referred  to  in  Ap¬ 
pendix  (9),  supra. 

(11)  Louisiana  Revised  Civil  Code,  arts. 
140  to  161,  inclusive,  and  arts.  2425  to  2437, 
inclusive,  and  art.  155.  Davock  v.  Darcy,  6 
Rob.  342;  Jones  v.  Morgan,  6  La.  Ann.  630; 
Wolfe  &  Clark  v.  Lowry,  10  La.  Ann,  272; 
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Mock  v.  Kennedy,  11  La,  Ann.  525;  Webb  v. 
Bell,  24  La.  Ann.  75;  Vickers  v.  Block,  31  La. 
Ann.  672;  Chaffe  v.  Watts,  37  La,  Ann.  324; 
Brown  v.  Smyth,  40  La.  Ann.  325;  Walmsley 
v.  Theus,  170  La.  417;  Gasteur  v.  Gasteur, 
131  La.  1,  Cf.  opinion  of  district  court  in 
this  case,  R.  21;  Carite  v.  Troiot,  105  U.  S. 
751;  Jones  v.  Jones,  119  La.  677;  Larose  v. 
Maquin,  150  La.  353  at  358,  La.  Code  of 
Practice,  art.  298;  Hill  v.  Hill,  115  La.  489; 
White  v.  White,  159  La.  1065;  see  authorities 
referred  to,  pp.  23  to  30,  inclusive,  in  brief 
for  respondent,  filed  in  the  Supreme  Court 
of  the  United  States  in  the  case  of  Jacob  O. 
Bender  v.  William  Pfaff,  docket  No.  86,  Oc¬ 
tober  term,  1930. 

(12)  Louisiana  Revised  Civil  Code,  arts. 
2403,  2408;  Glenn  v.  Elan,  3  La.  Ann.  611; 
Dillon  v.  Treville,  129  La.  1005;  Succ.  of 
Casey,  130  La.  743;  Succ.  of  Goll,  156  La. 
Ann.  910.  Compare  Childers  v.  Johnson,  6 
La.  Ann.  634.  See  authorities  referred  to, 
pp.  35  to  38,  inclusive,  in  brief  for  respondent, 
filed  in  the  Supreme  Court  cf  the  United 
States  in  the  case  of  Jacob  O.  Bender  v. 
William  Pfaff,  docket  No.  86,  October  term, 
1930; 

(13)  See  Lob’s  Sons  v.  Karnofsky,  177  La. 
229,  148  So.  34. 

(14)  See  Louisiana  Revised  Civil  Code, 
arts.  915  and  916;  Theall  v.  Theall,  7  La.  226; 
Ramsey  v.  Beck,  151  La,  190;  Succ.  of  Hayes, 
33  La.  Ann.  1143;  Succ  of  Moore,  40  La. 
Ann.  531. 

(15)  Louisiana  Revised  Civil  Code,  art.  915; 
Bossier  v.  Herwig,  112  La.  539;  Brooks  v. 
House,  168  La.  542.  See  authorities  referred 
to  in  Appendix  (14),  supra. 

(16)  Burton  v.  Brugier,  30  La.  Ann.  478; 
Webre  v.  Lorio,  42  La.  Ann.  178;  Succ.  of 
Marsal,  118  La.  212;  Coreil’s  Estate,  137  La, 
702;  Liebman  v.  Fontenot,  275  Fed.  688; 
Succ.  of  May,  120  La.  692;  see  Appendix  (14) 
and  (15),  supra.  See  authorities  referred  to, 
pp.  38  to  43,  inclusive,  in  brief  for  respondent, 
filed  in  the  Supreme  Court  of  the  United 
States  in  the  case  of  Jacob  O.  Bender  v.  Wil¬ 
liam  Pfaff,  Docket  No.  86,  October  term,  1930. 

(17)  Louisiana  Revised  Civil  Code,  arts. 
123,  136,  138,  149,  150,  155,  159,  and  2406. 
Louisiana  Code  of  Practice,  art.  298.  Dillon 
v.  Dillon,  35  La.  Ann.  92;  Succ.  of  Lebesque, 
137  La.  567;  Crochet  v.  Dugas,  126  La.  285; 
Williams  v.  Goss,  43  La.  Ann.  888;  McClelland 
v.  Gasquet,  122  La.  241;  Hill  v.  Hill,  115  La. 
490;  White  v.  White,  153  La.  313,  159  La. 
1065;  Lockhart  v.  Dicey,  161  La.  282; 
Nichols  v.  Her  Husband,  7  La,  Ann.  263; 
Ford  v.  Kittredge,  26  La.  Ann.  190;  Act  21 
of  1928,  amending  art.  160  of  the  Revised  Civil 
Code.  See  authorities  referred  to,  pp.  31  to 
35,  inclusive,  in  brief  for  respondent,  filed  in 
the  Supreme  Court  of  the  United  States  in 
the  case  of  Jacob  O.  Bender  v.  William  Pfaff, 
Docket  No.  86,  October  term,  1930. 

(18)  See  Houghton  v.  Hall,  177  La.  237,  148 
So.  37;  Succ.  of  Howell,  177  La.  276,  148 
So.  48. 

(19)  Tracy  v.  Commissioner  (C.  C.  A.  6th 
Cir.),  70  F.  (2d)  93. 

(20)  Virden  v.  Commissioner,  6  B.  T.  A. 
1123. 

(21)  Wright  v.  Commissioner,  26  B.  T.  A. 
21. 

(22)  See,  for  example,  Dunham  v.  Commis¬ 
sioner,  27  B.  T.  A.  1068;  Gillette  v.  Commis¬ 
sioner,  18  B.  T.  A.  434;  In  re  Bellingrath, 
3  B.  T.  A.  11;  First  National  Bank  v.  Com¬ 
missioner,  13  B.  T.  A.  1096. 

(23)  Louisiana  Revised  Civil  Code,  articles 
2446,  2329,  and  1790. 

(24)  See,  for  example,  Appeal  of  Robin¬ 
son’s  Estate,  4  B.  T.  A.  47;  Garden  v.  Com¬ 
missioner,  16  B.  T.  A.  592;  Henningsen  v. 
Commissioner,  30  B.  T.  A.  301;  Johnson  v. 
Commissioner,  5  B.  T.  A.  253;  Bailey  v.  Com¬ 
missioner,  3  B.  T.  A.  362;  Appeal  of  Hoffman, 
3  B.  T.  A.  964;  see  also,  Bingham  v.  White, 
31  Fed.  (2)  574. 

(25)  Louisiana  Revised  Civil  Code,  art. 
1749. 
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(26)  Depas  v.  Mayo,  11  Mo.  314;  T.  C. 
Phillips,  Petitioner,  v.  Commissioner,  9 
B.  T.  A.  153  (1927);  Succ.  of  Pcpp,  146  La. 
464  The  Treasury  Department  has  also  rec¬ 
ognized  this  rule  in  the  application  of  the 
income-tax  law  in  Solicitor’s  Opinion  121, 
reported  in  Internal  Revenue  Cumulative 
Bulletin  for  December  1921,  at  page  197. 

(27)  Houghton  v.  Hall,  177  La.  237,  148  So. 
37  (1933);  Hellberg  v.  Hyland,  168  La.  493 
(1929);  Louisiana  Revised  Civil  Code,  articles 
2402,  2334,  as  amended  by  Act  No.  170  of  1912 
and  Act  No.  186  of  1920.  See  authorities  re¬ 
ferred  to  in  Appendix  (5)  and  (6),  supra. 

(28)  Revenue  Revision  1934,  hearings  be¬ 
fore  the  Ways  and  Means  Committee  Decem¬ 
ber  16  to  21,  1933,  and  January  9  to  11,  1934, 
pp.  112-113. 

The  PRESIDING  OFFICER.  The 
next  committee  amendment  will  be 
stated. 

The  next  amendment  was,  on  page  13, 
after  line  11,  to  strike  out: 

Sec.  102.  Surtax  on  corporations. 

(a)  General  rule:  The  Internal  Revenue 
Code  is  amended  by  inserting  after  section 
15  a  new  section  to  read  as  follows: 

“Sec.  16.  Surtax  on  corporations. 

Mr.  GEORGE.  Mr.  President,  this 
amendment  is  of  a  minor  nature. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment  on  page  13,  after  line  11. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  13, 
after  line  17,  to  insert: 

Sec.  104.  Surtax  on  corporations  and  termina¬ 
tion  of  defense  tax. 

(a)  General  rule:  Section  15  of  the  Internal 
Revenue  Code  (relating  to  defense  tax)  is 
amended  to  read  as  follows: 

“Sec.  15.  Surtax  on  corporations. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  14, 
line  1  after  “(b)”,  to  insert  a  comma 
and  “computed  by  limiting  such  credit  to 
85  percent  of  the  net  income  in  lieu  of 
85  percent  of  the  adjusted  net  income”; 
in  line  10,  before  the  words  “of  the”,  to 
strike  out  “5  percent”  and  insert  “6  per¬ 
cent”;  and  in  line  14,  before  the  words 
“of  the”,  to  strike  out  “$1,250,  plus  6 
percent”  and  insert  “$1,500,  plus  7  per¬ 
cent.” 

Mr.  GEORGE.  This  amendment 
makes  an  increase  in  the  surtax  rates  on 
corporations.  The  minority  leader  may 
wish  to  have  it  go  over.  I  can  explain 
in  a  moment  what  it  does.  So  far  as  I 
know ,  it  is  not  controversial. 

The  House  increased  the  surtax  on  cor¬ 
porations.  That  is  to  say,  in  lieu  of  an 
increase  in  the  normal  rate  the  House 
imposed  on  corporations  what  is  known 
as  a  surtax,  and  that  surtax,  as  carried 
in  the  House  provision,  is  5  percent  on 
corporations  having  an  income  of  not 
exceeding  $25  090  and  6  percent  on  the 
remainder. 

The  Senate  committee  further  in¬ 
creased  the  surtax  by  1  percent;  that  is 
to  say,  on  corporate  net  incomes  of  not 
more  than  $25,000  the  surtax  is  increased 
tc  6  percent  in  the  Senate  committee  bill, 
and  on  all  above  that  to  7  percent.  The 
reason  why  a  surtax  is  imposed  is  stated 
in  the  House  report.  It  is  that  there  are 
many  Federal  obligations  which  are  only 
partially  federally  tax  exempt,  and  they 
are  not  subject  to  a  normal  tax;  they  are 
exempt  from  a  normal  tax.  Through 


the  imposition  of  a  surtax  we  will  reach 
the  income  from  many  of  those  obliga¬ 
tions  and  make  them  taxable.  That  sec¬ 
tion  does  precisely  what  I  have  tried  to 
explain;  it  simply  increases  by  1  percent 
the  rate  imposed  by  the  House  on  both 
categories  of  corporations. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  “Sec.  363. 
Surtax  on  mutual  investment  compa¬ 
nies”,  on  page  15,  line  10,  before  the 
words  “of  the”,  to  strike  out  “5  per  cen¬ 
tum”  and  insert  “6  per  centum”;  and  in 
line  13,  after  the  numerals  “$25,000”,  to 
strike  out  “$1,250,  plus  6  per  centum” 
and  insert  “$1,500.  plus  7  per  centum.” 

Mr.  GEORGE.  That  simply  treats  the 
mutual  investment  companies  as  other 
corporations,  insofar  as  surtax  increases 
are  concerned. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  15, 
at  the  end  of  line  19,  after  the  word  “sec¬ 
tion”,  to  strike  out  “16”  and  insert  “15”; 
on  page  16,  at  the  end  of  line  2,  after  the 
word  “section”,  to  strike  cut  “16”  and 
insert  “15”;  in  line  11,  after  the  word 
“section”,  to  strike  out  “16”  and  insert 
“15”;  at  the  end  of  line  19,  after  the 
word  “section”,  to  strike  out  “16”  and 
insert  “15”;  in  line  24,  after  the  numerals 
“14”,  to  strike  out  “16”  and  insert  “15”; 
and  on  page  17,  line  2,  after  the  word 
“or”,  to  strike  out  “16”  and  insert  “15.” 

Mr.  GEORGE.  That  is  a  purely  tech¬ 
nical  amendment,  Mr  President. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  17, 
after  line  3,  to  strike  out: 

Sec.  103.  Income  defense  tax  made  perma¬ 
nent. 

(a)  The  heading  cf  section  15  of  the  In¬ 
ternal  Revenue  Code  is  amended  to  read  as 
follows : 

“Sec.  15.  Defense  tax.” 

(b)  The  first  sentence  of  section  15  of  the 
Internal  Revenue  Code  is  amended  to  read 
as  follows: 

“In  the  case  of  any  taxpayer,  the  amount 
of  tax  under  this  chapter  for  any  taxable  year 
beginning  after  December  31,  1940,  shall  be 
the  tax  computed  without  regard  to  this  sec¬ 
tion,  increased  by  10  per  centum;  except  that 
in  the  case  of  a  corporation  the  increase  shall 
be  limited  to  10  per  centum  of  the  tax  com¬ 
puted  without  regard  to  sections  16  and  363 
and  without  regard  to  the  amendments  made 
by  section  101  (a),  (b),  and  (c)  of  the  Second 
Revenue  Act  of  1940.” 

Mr.  GEORGE.  Mr.  President,  it  is 
proper  to  strike  out  section  103  because 
the  defense  tax  having  been  made  per¬ 
manent,  there  is  no  longer  any  necessity 
for  retaining  this  section. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

Mr.  HOLMAN.  Mr.  President,  on  page 
17,  line  2,  after  the  word  “or”,  was  it 
agreed  to  strike  out  “16”  and  insert  “15”? 


Mr.  GEORGE.  That  is  simply  a  cleri¬ 
cal  amendment. 

Mr.  HOLMAN.  But  I  think  no  action 
was  taken  upon  it. 

Mr.  GEORGE.  I  ask  that  the  purely 
clerical  amendments  be  agreed  to  with¬ 
out  having  the  clerk  state  them. 

The  PRESIDING  OFFICER.  These 
are  changes  in  section  numbers. 

Mr.  GEORGE.  Mr.  President,  I  now 
request  that  purely  clerical  changes  in 
the  numbers  of  sections  be  made  with¬ 
out  having  the  clerk  state  them. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  clerk  will  state  the  next  amend¬ 
ment. 

The  next  amendment  was,  on  page  17, 
line  18,  to  change  the  section  number 
from  104  to  105;  in  line  24,  before  the 
words  “per  centum”,  to  strike  out  “25” 
and  insert  “27V&”;  on  page  18,  line  1, 
after  the  word  “Than”,  to  strike  out 
“$23,800”  and  insert  “$23,000”;  in  line  4, 
after  the  wrord  “than”,  to  strike  out 
“$23,800”  and  insert  “$23,000”;  in  line 
8,  after  the  word  “than”,  to  strike  out 
“$23,800”  and  insert  “$23,000”;  in  line  10, 
after  the  word  “Than”,  to  strike  cut 
“$23,800”  and  insert  “$23,000”;  in  line  13, 
after  the  word  “thereof”,  to  strike  out 
“$23,800”  and  insert  “$23,000”;  and  in 
line  15,  after  the  word  “thereof”,  to  strike 
out  “25”  and  insert  “27 V2.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  18, 
line  16,  to  change  the  section  number 
from  105  to  106,  and  in  line  20,  before  the 
words  “per  centum”,  to  strike  out  “25” 
and  insert  “27  V2.” 

Mr.  GEORGE.  That  is  simply  an  in¬ 
tegration  of  the  defense  tax. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  cn  page  18, 
line  21,  to  change  the  section  number 
from  106  to  107. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  20, 
after  line  15,  to  strike  out: 

Sec.  109.  Defense  tax  on  personal  holding 
companies  and  transfers  to  avoid  income 
tax  made  permanent. 

(a)  Personal  holding  companies:  Section 
500  (b)  of  the  Internal  Revenue  Code  Is 
amended  by  striking  out  “and  before  January 
1,  1945,”  and  by  striking  out  in  the  heading 
“for  5  years.” 

(b)  Transfers  to  avoid  income  tax:  Section 
1250  (b)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “and  before  July  1, 
1945,”  and  by  striking  out  in  the  heading 
“for  5  years.” 

And,  on  page  21,  after  line  2,  to  insert: 
Sec.  110.  Defense  tax  rates  cn  personal  hold¬ 
ing  companies  and  transfers  to  avoid  in¬ 
come  tax  incorporated  in  rate  schedules. 

(a)  Personal  holding  companies:  Section 
500  of  the  Internal  Revenue  Code  (relating  to 
tax  on  personal  holding  companies)  is  amend¬ 
ed  as  follows: 

(1)  By  striking  out  the  heading  “(a)  Gen¬ 
eral  rule. — ”; 

(2)  By  amending  the  rate  schedule  to  read 
as  follows: 

“(1)  71>/2  percent  of  the  amount  thereof 
not  in  excess  of  $2, COO;  plus 

“(2)  8214  percent  of  the  amount  thereof  In 
excess  of  $2,000.”;  and 

(3)  By  repealing  subsection  (b)  (relating 
to  defense  tax  for  5  years) . 

(b)  Transfers  to  avoid  income  tax:  Section 
1250  of  the  Internal  Revenue  Code  (relating 
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to  tax  on  transfers  to  avoid  income  tax)  is 
amended  as  follows: 

(1)  By  striking  out  the  heading  “(a)  Gen¬ 
eral  Rule. — 

(2)  By  striking  out  ‘‘25  percent”  and  in¬ 
serting  “27 y2  percent”:  and 

(3)  By  repealing  subsection  (b)  (relating 
to  defense  tax  for  5  years). 

Mr.  GEORGE.  Mr.  President,  I  may 
explain  that  this  is  simply  the  integra¬ 
tion  of  the  defense  tax  with  the  existing 
tax. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  22, 
after  line  2,  to  insert: 

Sec.  111.  Personal  exemption. 

(a)  Section  25  (b)  (1)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(1)  Personal  exemption:  In  the  case  of  a 
single  person  or  a  married  person  not  living 
with  husband  or  wife,  a  personal  exemption 
of  $750;  or  in  the  case  of  the  head  of  a  family 
or  a  married  person  living  with  husband  or 
wife,  a  personal  exemption  of  $1,500.  A  hus¬ 
band  and  wife  living  together  shall  receive 
but  one  personal  exemption.  The  amount  of 
such  personal  exemption  shall  be  $1,500.  If 
such  husband  and  wife  make  separate  re¬ 
turns,  the  personal  exemption  may  be  taken 
by  either  or  divided  between  them,  except 
that  if  one  spouse  makes  a  return  under 
Supplement  T,  the  personal  exemption  of 
the  other  spouse  shall  be  $750.” 

(b)  Section  214  of  the  Internal  Revenue 
Code  (relating  to  personal  exemption  of  non¬ 
resident  alien  individuals)  is  amended  by 
striking  out  “$800”  and  inserting  in  lieu 
thereof  “$750.” 

(c)  Section  251  (f)  of  the  Internal  Reve¬ 
nue  Code  (relating  to  personal  exemption  of 
citizens  entitled  to  benefits  of  section  251) 
is  amended  by  striking  out  “$800”  and  insert¬ 
ing  in  lieu  thereof  “$750.” 

Mr.  LA  FOLLETTE.  I  think  that 
amendment  should  go  over. 

Mr.  GEORGE.  This  is  the  personal- 
exemption  amendment,  and  I  think  it 
should  go  over,  Mr.  President. 

Mr.  LA  FOLLETTE.  It  has  been 
agreed  that  it  will  go  over. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  passed  over. 

The  next  amendment  was,  at  the  top 
of  page  23,  to  insert: 

Sec.  112.  Returns  of  income  tax. 

(a)  Individual  returns:  Section  51  (a)  of 
the  Internal  Revenue  Code  is  amended  to 
read  as  follows: 

“(a)  Requirement:  The  following  individ¬ 
uals  shall  each  make  under  oath  a  return 
stating  specifically  the  items  of  his  gross  in¬ 
come  and  the  deductions  and  credits  allowed 
under  this  chapter  and  such  other  informa¬ 
tion  for  the  purpose  of  carrying  out  the  pro- 


“(1)  Every  individual  who  is  single  or  who 
is  married  but  not  living  with  husband  or 
wife,  if  having  a  gross  income  for  the  taxable 
year  of  $750  or  over. 

(2)  Every  individual  who  is  married  and 
living  with  husband  or  wife,  if  no  joint  return 

is  made  under  subsection  (b)  and  if _ 

“(A)  Such  individual  has  for  the  taxable 
year  a  gross  income  of  $1,500  or  over,  and  the 
other  spouse  has  no  gross  income;  or 
“(B)  Such  individual  and  his  spouse  each 
has  for  the  taxable  year  a  gross  income  and 
the  aggregate  gross  income  is  $1,500  or  over.” 

(b)  Fiduciary  returns:  Section  142  (a)  of 
the  Internal  Revenue  Code  is  amended  to 
read  as  follows: 

“(a)  Requirement  of  return:  Every  fiduci¬ 
ary  (except  a  receiver  appointed  by  authority 
of  law  in  possession  of  part  only  of  the  prop¬ 
erty  of  an  individual)  shall  make  under  oath 


a  return  for  any  of  the  following  individuals, 
estates,  or  trusts  for  which  he  acts,  stating 
specifically  the  items  of  gross  income  thereof 
and  the  deductions  and  credits  allowed  un¬ 
der  this  chapter  and  such  other  information 
for  the  purpose  of  carrying  out  the  provisions 
of  this  chapter  as  the  Commissioner  with  the 
approval  of  the  Secretary  may  by  regulations 
prescribe — 

“(1)  Every  individual  having  a  gross  in¬ 
come  for  the  taxable  year  of  $750  or  over,  if 
single,  or  if  married  and  not  living  with  hus¬ 
band  or  wife; 

“(2)  Every  individual  having  a  gross  in¬ 
come  for  the  taxable  year  of  $1,500  or  over, 
if  married  and  living  with  husband  or  wife; 

“(3)  Every  estate  the  gross  income  of  which 
for  the  taxable  year  is  $750  or  over; 

“(4)  Every  trust  the  net  income  of  which 
for  the  taxable  year  is  $100  or  over,  or  the 
gross  income  of  which  for  the  taxable  year  is 
$750  or  over,  regardless  of  the  amount  of  the 
net  income;  and 

“(5)  Every  estate  or  trust  of  which  any 
beneficiary  is  a  nonresident  alien.” 

(c)  Information  returns:  Section  147  (a) 
of  the  Internal  Revenue  Code  (relating  to 
information  at  the  source)  is  amended  by 
striking  out  "$800”  wherever  occurring  there¬ 
in  and  inserting  in  lieu  thereof  “$750.” 

Mr.  LA  FOLLETTE.  That  amend¬ 
ment  should  go  over. 

Mr.  GEORGE.  Yes;  the  amendment 
should  go  over  because  it  relates  to  per¬ 
sonal  exemptions.  That  continues  to 
the  top  of  page  25.  All  those  amend¬ 
ments  should  go  over. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  passed  over. 

Mr.  OVERTON.  Mr.  President,  may  I 
ask  the  able  Senator  from  Georgia 
whether  it  is  contemplated  to  take  up 
this  amendment  this  afternoon,  or 
whether  it  also  will  go  over  until  tomor¬ 
row? 

Mr.  GEORGE.  I  will  say  to  the  Sen¬ 
ator  from  Louisiana  that  the  amendment 
will  go  over  until  tomorrow.  I  should 
like  to  dispose  of  it  today,  but  it  may  be 
passed  over  until  tomorrow. 

The  PRESIDING  OFFICER.  The 
next  amendment  will  be  stated. 

The  next  amendment  was,  on  page  27, 
after  line  2,  to  insert: 

Sec.  115.  Short-term  obligations  issued  on  a 
discount  basis. 

(a)  discount  accrued  at  maturity :  Section 
42  of  the  Internal  Revenue  Code  (relating  to 
period  in  which  items  of  gross  income  are 
included)  is  amended  by  inserting  at  the 
end  thereof  the  following  new  subsection: 

“  ( , )  Short-term  obligations  issued  on  dis¬ 
count  basis.— In  the  case  of  any  obligation 
of  the  United  States  or  any  of  its  possessions, 
or  of  a  State  or  Territory,  or  any  political 
subdivision  thereof,  or  of  the  District  of 
Columbia,  issued  on  or  after  March  1,  1941, 
on  a  discount  basis  and  payable  without  in¬ 
terest  at  a  fixed  maturity  date  not  exceeding 
1  year  from  the  date  of  issue,  the  amount  of 
discount  at  which  such  obligation  is  origi¬ 
nally  sold  shall  not  be  considered  to  accrue 
until  the  date  on  which  such  obligation  is 
paid  at  maturity,  sold,  or  otherwise  disposed 
of.” 

(b)  Capital  gain  rule  not  applicable. — Sec¬ 
tion  117  (a)  (1)  of  the  Internal  Revenue 
Code  (relating  to  definition  of  capital  assets) 
is  amended  by  striking  out  the  semicolon 
at  the  end  thereof  and  inserting  in  lieu  there¬ 
of  the  following:  “,  or  an  obligation  of  the 
United  States  or  any  of  its  possessions,  or  of 
a  State  or  Territory,  or  any  political  sub¬ 
division  thereof,  or  of  the  District  of  Colum¬ 
bia,  issued  on  or  after  March  1,  1941,  on  a 
discount  basis  and  payable  without  Interest 


at  a  fixed  maturity  date  not  exceeding  1 
year  from  the  date  of  issue;”. 

(c)  Effective  date  of  amendments:  The 
amendments  made  by  this  section  shall  be 
applicable  with  respect  to  taxable  years  end¬ 
ing  after  February  28,  1941. 

Mr.  GEORGE.  Mr.  President,  I  will 
explain  the  amendment.  I  do  not  think 
it  is  controversial.  This  section  was  not 
contained  in  the  bill  as  it  passed  the 
House.  It  provides  that  in  the  case  of 
certain  short-term  Federal,  State,  and 
local  government  obligations  issued  on  a 
discount  basis  on  or  after  March  1,  1941, 
the  amount  of  the  discount  shall  not  be 
deemed  to  accrue  until  such  obligation  is 
paid  at  maturity,  sold,  or  otherwise  dis¬ 
posed  of,  and  that  such  obligations  shall 
not  be  treated  as  capital  assets.  That  is 
a  statement  of  the  substance  of  the 
amendment;  and  I  may  say  that  the 
amendment  was  recommended  by  the 
Treasury  Department.  This  section  ap¬ 
plies  only  to  those  short-term  obligations. 
It  is  intended  to  save  much  bookkeeping 
and  more  realistically  to  represent  the 
actual  transaction. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  reported  by  the  committee. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  Tlie  next 
committee  amendment  will  be  stated. 

The  next  amendment  was,  on  page  28, 
after  line  19,  to  insert: 

Sec.  117.  Alimony  and  separate  maintenance 
payments. 

(a)  Amount  includible  in  gross  income; 
Section  22  (relating  to  definition  of  gross  in¬ 
come)  of  the  Internal  Revenue  Code  is 
amended  by  inserting  at  the  end  thereof  the 
following  new  subsection: 

“(k)  Alimony,  etc.,  income:  In  the  case  of 
an  individual  who  is  divorced  or  legally  sepa¬ 
rated  from  a  spouse  under  a  decree  of  divorce 
or  of  separate  maintenance,  periodic  pay¬ 
ments  received  (subsequent  to  such  decree) 
in  discharge  of,  or  attributable  to  property 
transferred  in  discharge  of,  a  legal  obligation 
imposed  upon  or  incurred  by  such  individ¬ 
ual’s  spouse  or  former  spouse  under  such  de¬ 
cree  or  under  a  written  instrument  incident 
to  such  divorce  or  separation  shall  be  in¬ 
cludible  in  the  gross  income  of  such  indi¬ 
vidual,  and  such  amounts  received  as  are  at¬ 
tributable  to  property  so  transferred  shall 
not  be  includible  in  the  gross  income  of  such 
other  spouse  or  former  spouse.  This  subsec¬ 
tion  shall  not  apply  to  that  part  of  any  such 
periodic  payment  which,  by  the  terms  of  the 
decree  or  written  instrument,  is  specifically 
designated  as  a  sum  payable  for  the  support 
of  minor  children  of  the  spouses.  Install¬ 
ment  payments  discharging  a  part  of  an 
obligation  the  principal  sum  of  which  is,  in 
terms  of  money  or  property,  specified  in  the 
decree  or  instrument,  shall  not  be  consid¬ 
ered  periodic  payments  for  the  purposes  of 
this  subsection.  (For  amount  includible  un¬ 
der  this  subsection  in  case  the  property  is 
held  in  trust,  see  section  171.)” 

(b)  Deduction  for  amounts  paid:  Section 
23  of  the  Internal  Revenue  Code  (relating  to 
deductions  from  gross  income)  is  amended 
by  inserting  at  the  end  thereof  the  following 
new  subsection: 

“(u)  Alimony,  etc.,  payments:  In  the  case 
of  an  individual,  amounts  includible  under 
section  22  (k)  in  the  gross  income  of  a 
spouse  (or  former  spouse)  of  such  individual, 
payment  of  which  is  made  within  the  indi¬ 
vidual’s  taxable  year.  If  the  amount  of  any 
such  payment  is,  under  section  22  (k)  or 
section  171,  excluded  from  such  individual’s 
gross  income,  no  deduction  shall  be  allowed 
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with  respect  to  such  payment  under  this  sub¬ 
section.” 

(c)  Income  from  trusts:  Supplement  E  of 
the  Internal  Revenue  Code  is  amended  by 
inserting  at  the  end  thereof  the  following 
new  section: 

“Sec.  171.  Trust  income  in  case  of  divorce, 
etc. 

“There  shall  be  included  in  the  gross  in¬ 
come  of  an  individual  who  is  divorced  or 
legally  separated  under  a  decree  of  divorce 
or  of  separate  maintenance  the  amount  of 
the  income  of  any  trust  such  individual  is 
entitled  to  receive  which,  except  for  the  pro¬ 
visions  of  this  section,  would  be  includible  in 
the  gross  income  of  such  individual's  spouse 
or  former  spouse,  and  such  amount  shall  not, 
despite  section  166.  section  167,  or  any  other 
provision  of  this  chapter,  be  includible  in 
the  gross  income  of  such  spouse  or  former 
spouse.  This  section  shall  not  apply  to  that 
part  of  any  such  periodic  payment  which,  by 
the  terms  of  the  decree  or  trust  instrument, 
is  specifically  designated  as  a  sum  payable 
for  the  support  of  minor  children  of  the 
spouses.” 

(d)  Credit  for  dependents:  Section  25  (b) 
(2)  of  the  Internal  Revenue  Code  (relating 
to  credit  for  dependents)  is  amended  by  in¬ 
serting  at  the  end  thereof  the  following:  "A 
payment  to  an  individual’s  spouse  or  former 
spouse  which  is  includible  under  section  22 
(k)  or  section  171  in  the  gross  income  of  such 
spouse  or  former  spouse  shall  not  be  consid¬ 
ered  a  payment  by  such  individual  for  the 
support  of  minor  children  of  such  persons.” 

(e)  Effective  date  of  amendments:  The 
amendments  made  by  this  section  shall  be 
applicable  only  with  respect  to  taxable  years 
beginning  after  December  31,  1941. 

Mr.  GEORGE.  Mr.  President,  this  is 
the  alimony  provision  which  I  explained 
somewhat  in  detail.  It  is  inserted  in  the 
bill  for  the  purpose  of  ironing  out  differ¬ 
ences  which  have  grown  up  by  virtue  of 
differing  State  laws  and  also  for  the  pur¬ 
pose  of  making  certain  when  the  payment 
of  alimony  or  separate  maintenance  is 
taxable  to  the  husband  rather  than  to 
the  wife;  that  is,  to  make  it  clear  where 
it  is  taxable.  The  general  principle  is 
that  a  payment  made  as  alimony  or  for 
separate  maintenance  is  not  taxable  to 
the  husband  but  is  taxable  to  the  re¬ 
cipient,  and  that  same  general  principle 
is  applicable  to  a  trust  set  up  for  the 
payment  of  alimony  or  separate  main- 
tenance 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  reported  by  the  committee. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The  next 
committee  amendment  will  be  stated. 

The  next  amendment  was,  on  page  31, 
after  line  11,  to  insert: 

Sec.  118.  Extension  of  time  of  orders  of  Secu¬ 
rities  and  Exchange  Commission. 

Section  373  (a)  of  the  Internal  Revenue 
Code  (relating  to  the  definition  of  orders  of 
the  Securities  and  Exchange  Commission 
with  respect  to  which  Supplement  R  applies) 
is  amended  to  read  as  follows: 

“(a)  The  term  ‘order  of  the  Securities  and 
Exchange  Commission’  means  an  order  (1) 
issued  after  May  28,  1938,  and  prior  to  Jan¬ 
uary  1,  1943,  by  the  Securities  and  Exchange 
Commission  to  effectuate  the  provisions  of 
section  11  (b)  of  the  Public  Utility  Holding 
Company  Act  of  1935,  49  Stat.  820  (U.  S.  C., 
Supp.  Ill,  title  15,  sec.  79  (b)),  or  (2)  issued 
by  the  Commission  subsequent  to  December 
31,  1942,  in  which  it  is  expressly  stated  that 
an  order  of  the  character  specified  in  clause 
(1)  is  amended  or  supplemented,  and  (3) 
which  has  become  final  in  accordance  with 
law." 


Mr.  GEORGE.  This  amendment,  Mr. 
President,  I  am  sure  is  not  controversial. 
The  Securities  and  Exchange  Commis¬ 
sion  requested  the  amendment  and  the 
Treasury  Department  has  approved  it. 
It  is  necessary  by  reason  of  the  fact  that 
distributions  of  property  and  divestments 
of  property  under  the  Public  Utilities 
Holding  Act  of  1935,  made  under  order 
o  the  Commission,  are  given  special 
taxable  treatment.  The  time  in  which 
the  orders  could  be  issueo  by  the  Securi¬ 
ties  and  Exchange  Commission  expired 
on  January  1  of  this  year.  The  Com¬ 
mission  is  still  issuing  orders,  and  has 
represented  to  the  committee  that  it  will 
continue  to  issue  them  during  1942.  The 
entire  amendment  is  intended  merely 
to  extend  until  January  1,  1943,  the  time 
within  which  utility  corporations  making 
distributions  or  divestments  may  receive 
the  same  treatment  as  like  utility  cor¬ 
porations  have  heretofore  received  when 
the  distribution  or  divestment  was  made 
under  an  order  of  the  Commission. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  reported  by  the  committee. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  Section 
119,  beginning  in  line  4,  on  page  32,  re¬ 
lating  to  community  income,  has  hereto¬ 
fore  been  ordered  passed  ever.  The  next 
amendment  reported  by  the  committee 
will  be  stated. 

The  next  amendment  was  on  page  33, 
line  4,  after  the  word  “sections”,  to  strike 
out  “106  and  112”  and  insert  “107,  115, 
116,  and  117.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  under  the 
heading  “Title  II — Excess-profits  tax”, 
on  page  33,  after  line  16.  to  strike  cut: 

“(2)  Special  rule  in  certain  cases  where 
invested  capital  credit  is  used :  In  the  case  of 
a  taxpayer  entitled  to  have  its  excess  profits 
credit  computed  under  either  section  713 
(income  credit)  or  section  714  (invested 
capital  credit),  if  the  use  of  the  credit  under 
section  714  is  more  advantageous  to  the  tax¬ 
payer,  the  tax  imposed  by  this  section  shall 
be  the  sum  of — 

“(A)  an  amount  determined  under  para¬ 
graph  (1)  of  this  subsection  with  the  use  of 
the  credit  provided  in  section  714,  plus — 

“(B)  Ten  percent  of  the  amount,  if  any, 
by  which — 

“(i)  the  adjusted  excess  profits  net  income 
computed  with  the  use  of  the  credit  under 
section  713  and  with  the  excess  profits  credit 
carry-over  which  would  be  available  for  the 
taxable  year  if  the  excess  profits  credit  appli¬ 
cable  to  each  of  the  preceding  taxable  years 
for  which  tax  is  imposed  by  this  subchapter 
had  been  the  excess  profits  credit  computed 
under  section  713,  exceeds 

“(ii)  the  adjusted  excess  profits  net  income 
computed  with  the  use  of  the  credit  under 
section  714. 

“(3)  Limitation  on  application  of  special 
rule:  If  the  tax  under  paragraph  (2)  is 
greater  than  the  amount  determined,  with 
the  use  of  the  credit  provided  in  section  713, 
under  paragraph  (1)  of  this  subsection,  the 
tax  shall  be  the  amount  so  determined  under 
paragraph  (1).” 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  is  agreed  to. 

The  next  amendment  was,  at  the  top 
of  page  36,  to  strike  out: 

Sec.  202.  Disclaimer  of  credit. 

(a)  Section  712  (c)  of  the  Internal  Revenue 
Code  (relating  to  disclaimers  of  excess-profits 
credit)  is  amended  to  read  as  follows: 


“(c)  Effect  of  disclaimer  of  credit:  If 
the  taxpayer  states  in  its  return  for  the  tax¬ 
able  year  under  this  subchapter  that  it  dis¬ 
claims  the  use  of  the  credit  computed  under 
section  714,  such  credit  shall  not,  for  the  pur¬ 
poses  of  the  internal  revenue  laws,  be  appli¬ 
cable  to  the  computation  of  the  tax  under 
this  subchapter  for  such  taxable  year.” 

(b)  The  last  sentence  of  section  729  (b) 
(1)  is  amended  to  read  as  follows:  “If  the 
taxpayer  states  in  such  return  that  it  dis¬ 
claims  the  use  of  the  credit  computed  under 
section  714  in  the  computation  of  the  tax 
under  this  subchapter  for  the  taxable  year, 
the  computation  and  information  based  on 
such  credit  may  be  omitted  from  the  return.” 

(c)  Section  741  (b)  of  the  Internal  Reve¬ 
nue  Code  (rela’ting  to  disclaimers  of  excess- 
profits  credit)  is  amended  to  read  as  follows: 

"(b)  Effect  of  disclaimer  of  credit:  If  the 
taxpayer  states  in  its  return  for  the  taxable 
year  under  this  subchapter  that  it  disclaims 
the  use  of  the  credit  computed  under  section 
714,  such  credit  shall  not,  for  the  purposes  of 
the  internal  revenue  laws,  be  applicable  to 
the  computation  of  the  tax  under  this  sub¬ 
chapter  for  such  taxable  year.” 

Mr.  GEORGE.  That  amendment  I 
think  is  tied  in  with  the  provision  of  the 
House  bill  relating  to  the  special  10-per¬ 
cent  excess-profits  tax.  That  should  go 
over.  I  think  the  Senator  from  Wiscon¬ 
sin  desires  to  discuss  that  section. 

Mr.  LA  FOLLETTE.  I  did  not  under¬ 
stand  that  the  amendment  on  page  32 
had  automatically  gone  over. 

Mr.  GEORGE.  Yes;  that  amendment 
has  gone  over. 

Mr.  LA  FOLLETTE.  The  Senator  pre¬ 
viously  asked  that  it  go  over.  I  did  not 
know  that  he  had  done  so. 

Mr.  GEORGE.  Then  we  might  pro¬ 
ceed  regularly  with  the  amendment  on 
page  33. 

The  PRESIDING  OFFICER.  The 
amendment  beginning  at  the  bottom  of 
page  33  has  been  agreed  to. 

Mr.  GEORGE.  Very  well. 

Mr.  LA  FOLLETTE.  Mr.  President, 
the  amendment  on  page  33,  paragraph  2, 
I  ask  to  have  excepted  from  the  agree¬ 
ment.  The  amendment,  beginning  on 
page  33,  line  17,  and  going  down  to  line 
17,  on  page  35,  provides  for  the  elimina¬ 
tion  of  the  so-called  10-percent  tax.  I 
ask  that  the  amendment  be  passed  over. 

Mr.  GEORGE.  Then,  the  amendment 
relating  to  the  disclaimer  of  credit  should 
go  over. 

Mr.  LA  FOLLETTE.  That  should  go 
over  also. 

The  PRESIDING  OFFICER.  Without 
objection,  the  vote  by  which  the  amend¬ 
ment  beginning  on  page  33,  line  17,  was 
agreed  to,  is  reconsidered,  and,  without 
objection,  that  amendment  and  the 
amendment  at  the  top  of  page  36  will  be 
passed  over.  The  next  amendment  re¬ 
ported  by  the  committee  will  be  stated. 

The  next  amendment  was,  at  the  top 
of  page  37,  to  strike  out: 

Sec.  203.  Cases  in  which  no  return  required. 

Section  729  (b)  (2)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows: 

“(2)  No  return  required.  Notwithstanding 
subsection  (a) ,  no  return  under  section  52  (a) 
shall  be  required  to  be  filed  under  this  sub¬ 
chapter  : 

“(A)  By  any  taxpayer  entitled  to  have  its 
excess-profits  credit  computed  uncu.r  either 
section  713  or  section  714  for  any  taxable  year 
for  which  its  excess-profits  net  income,  com¬ 
puted  with  the  adjustments  provided  in  sec¬ 
tion  711  (a)  (1)  and  placed  on  an  annual 
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basis  as  provided  in  section  711  (a)  (3),  is 
not  greater  than  $5,000;  or 

“(B)  By  any  taxpayer  not  entitled  to  have 
its  excess-profits  credit  computed  under  sec¬ 
tion  713  for  any  taxable  year  for  which  its 
excess-profits  net  income,  computed  with  the 
adjustments  provided  in  section  711  (a)  (2) 
and  placed  on  an  annual  basis  as  provided 
in  section  711  (a)  (3),  is  not  greater  than 
$5,000.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  43, 
after  line  4,  to  strike  out: 

(i)  Adjusted  declared  value: 

(1)  Section  1202  (b)  (1)  (C)  of  the  In¬ 
ternal  Revenue  Code  is  amended  to  read 
as  follows: 

“(C)  its  net  income,  computed  without  the 
deduction  of  the  tax  imposed  by  Subchapter 
E  of  Chapter  2,”. 

(2)  Section  1202  (b)  (1)  (iii)  is  amended 
to  read  as  follows: 

“(iii)  the  excess  of  the  deductions  allow¬ 
able  for  income-tax  purposes  (not  including 
the  deduction  for  the  tax  imposed  by  Sub¬ 
chapter  E  of  Chapter  2)  over  its  gross  income.” 

Mr.  ADAMS.  Mr.  President,  I  should 
like  to  have  some  information  from  the 
Senator  from  Georgia,  not  with  refer¬ 
ence  to  the  pending  committee  amend¬ 
ment,  but  with  reference  to  the  provi¬ 
sions  on  pages  40  and  41.  As  I  under¬ 
stand,  under  the  existing  law  amounts 
paid  as  excess-profits  taxes  are  deduc¬ 
tible  by  the  taxpayer  when  he  is  com¬ 
puting  his  net  income.  This  provision 
takes  away  that  privilege  and  denies  the 
taxpayer  the  right  to  deduct  such  items 
in  computing  his  taxable  income.  Am  I 
correct  in  that  statement? 

Mr.  GEORGE.  I  do  not  quite  under¬ 
stand  the  Senator.  He  is  referring  to 
the  excess-profits  tax? 

Mr.  ADAMS.  I  am  referring  to  page 
40.  There  is  subsection  (A),  beginning 
“Section  711,’  and  so  forth,  then  there 
is  a  second  subsection  with  a  capital 
(A),  and  there  is  subsection  (C)  at  the 
bottom  of  page  40  and  the  top  of  page  41. 

Mr.  GEORGE.  I  will  explain  to  the 
Senator  very  briefly,  because  that  is  a 
section  which  the  Finance  Committee  did 
not  amend,  and,  under  the  order,  we  are 
proceeding  first  with  committee  amend¬ 
ments.  The  matter  referred  to  by  the 
Senator  from  Colorado  brings  up  what  is 
popularly  referred  to  as  the  reversal  of 
credit;  that  is  to  say,  under  the  Excess 
Profits  Tax  Act  of  1940  the  net  income 
of  a  corporation  is  reduced  by  the 
amount  of  the  normal  tax  in  arriving 
at  excess-profits  net  income.  In  other 
words,  the  corporation  has  the  benefit  of 
a  deduction  for  normal  tax  accrued  or 
paid.  The  House  bill  reverses  that,  and 
denies  to  the  corporation  the  credit  for 
the  normal  tax,  which,  under  this  bill, 
would  be  31  percent  on  incomes  of  more 
than  $25,000.  It  denies  the  right  to  de¬ 
duct  the  normal  tax  for  excess-prcfits- 
tax  purposes  and  gives  to  the  corporation 
the  right  to  deduct  the  excess-profits  tax 
for  normal  and  surtax  purposes. 

In  other  words,  if  I  may  illustrate  it 
imperfectly,  as  the  Senator  will  under¬ 
stand — but  I  think  we  both  understand 
what  I  have  in  mind - 

Mr.  ADAMS.  I  never  heard  the  Sen¬ 
ator  do  anything  imperfectly. 

Mr.  GEORGE.  Yes;  this  will  be  very 
Imperfect. 


Suppose  a  corporation  has  an  excess- 
profits  credit  of  $80,000  based  on  its  in¬ 
vested  capital.  It  earns  $105,000.  Its 
credit  is  $80,000;  and  under  the  language 
of  the  House  bill  to  which  the  Senator 
is  drawing  attention,  and  under  the  bill 
as  approved  by  the  Finance  Committee, 
the  credit  of  $80,000  would,  of  course,  be 
deducted,  as  now,  from  the  $105,000  in 
arriving  at  excess  profits.  That  is,  the 
excess-profits  credit  on  the  invested- 
capital  basis  would  be  deducted  from  the 
$105,000  net  income  of  the  corporation, 
which  would  leave  $25,000.  By  statu¬ 
tory  exemption,  the  corporation  is  given 
the  benefit  of  a  $5,000  exemption,  which 
would  reduce  the  $25,000  to  $20,000. 
Now,  coming  directly  to  the  Senator’s 
inquiry,  under  the  change  made  by  the 
House  and  approved  by  the  Finance 
Committee,  an  excess-profits  tax  would 
be  imposed  upon  the  $20,000,  and  the 
corporation  would  be  entitled  to  deduct 
excess-profits  tax  computed  on  that 
amount  in  computing  its  income  subject 
to  normal  and  surtax.  I  believe  I  have 
stated  the  matter  reasonably  accurately. 
In  other  words,  the  pending  bill  reverses 
the  credit;  whereas  under  existing  law 
the  corporation  reduces  its  excess-profits 
net  income  by  the  normal  tax. 

Mr.  ADAMS.  As  I  get  it,  the  subsec¬ 
tion  at  the  bottom  of  page  40  says: 

In  computing  such  normal-tax  net  income 
the  deduction  for  the  tax  imposed  by  this 
subchapter  shall  not  be  allowed. 

Mr.  GEORGE.  That  is  correct. 

Mr.  ADAMS.  The  existing  law  allows 
the  deduction. 

Mr.  GEORGE.  Exactly. 

Mr.  ADAMS.  This  denies  the  deduc¬ 
tion. 

Mr.  GEORGE.  Exactly.  In  computing 
the  excess-profits  tax  a  deduction  is  not 
allowed  for  the  normal  tax.  But  in  com¬ 
puting  the  normal  and  surtax  a  deduc¬ 
tion  is  allowed  for  the  excess-profits  tax 
of  the  same  year. 

Mr.  ADAMS.  Is  not  the  practical  re¬ 
sult  that  at  the  present  time  the  cor¬ 
poration  pays  the  excess-profits  tax,  and 
that  is  deducted  from  the  amount  upon 
which  the  normal  taxes  are  to  be  paid? 

Mr.  GEORGE.  No;  that  is  not  the 
present  law.  That  is  what  this  bill  does. 
Double  taxation  is  avoided  by  permitting 
the  excess -profits  tax  to  reduce  the  net 
income  subject  to  the  normal  and  the 
surtax. 

Mr.  ADAMS.  Yes;  but  what  I  am  get¬ 
ting  at  is  this:  Does  not  this  provision 
practically  require  the  corporation  to 
pay  taxes  upon  money  which  it  is  com¬ 
pelled  to  pay  the  Government  as  excess- 
profits  taxes?  In  other  words,  is  it  not 
being  compelled  to  pay  taxes  upon  money 
which  it  is  required  to  pay  the  Govern¬ 
ment — that  is,  a  tax  upon  a  tax? 

Mr.  GEORGE.  No;  it  is  paying  only 
on  the  excess-profits  net  income.  The 
Senator  is  dealing  with  a  highly  con¬ 
troversial  matter  on  which  there  is  a 
wide  difference  of  opinion;  but  what  the 
House  did  in  its  bill  and  what  the  Sen¬ 
ate  committee  is  now  recommending  is 
to  go  back  to  the  same  rule  that  was 
applied  in  the  first  World  War  Excess 
Profits  Tax  Act.  It  is  the  same  rule  that 
is  now  applied  in  Great  Britain.  In 
effect,  it  is  very  nearly  the  same  prin¬ 


ciple  which  is  applied  by  the  Dominion 
of  Canada. 

What  happens  is  this:  In  the  exam¬ 
ple  which  I  gave,  if  the  corporation  has 
earned  $105,000,  it  has  an  excess-profits 
credit  of  $80,000  on  the  in  vested-capital 
basis.  The  credit  is  subtracted  from  the 
net  income.  From  the  income  of  the 
corporation  of  $105,000,  $80,000  is  sub¬ 
tracted,  leaving  $25,000,  from  which  the 
corporation  is  entitled  to  take  $5,000  as  a 
statutory  deduction,  leaving  $20,000,  and 
then  the  excess-profits  rate  is  applied  to 
the  $20,000.  The  excess-profits  rate  in 
the  House  bill — and  the  Finance  Com¬ 
mittee  has  approved  it — is  35  percent 
upon  the  first  $20,000;  so  35  percent  of 
the  $20,000  is  $7,000  and  is  the  amount 
of  the  excess-profits  tax  that  would  be 
paid.  The  corporation  is  entitled  to 
deduct  this  $7,000  in  computing  its  in¬ 
come  subject  to  the  normal  and  the 
surtax. 

In  the  same  example  as  applied  to  ex¬ 
isting  law,  the  corporation  would  pay  a 
normal  tax  of  24  percent.  That  24  per¬ 
cent,  or  a  little  over  $25,000,  would  be 
taken  off  the  $105,000,  leaving  $80,000. 
It  has  an  $80,000  credit  on  the  invested- 
capital  basis,  which,  under  existing  law, 
would  result  in  no  excess-profits  tax.  It 
just  happens  to  work  out  that  way  in  the 
example  I  have  given  the  Senator;  but 
I  think  the  principle  is  clear.  That  is  to 
say,  I  think  what  the  House  has  done  and 
what  the  Senate  Finance  Committee  has 
approved  is  clear — that  a  corporation  is 
not  entitled  to  the  deduction,  when  it 
comes  to  compute  its  excess-profits  taxes, 
of  the  normal  tax;  but,  on  the  contrary, 
on  account  of  the  reversal  of  the  credit, 
so  to  speak,  it  is  entitled  to  deduct  the 
excess-profits  tax  in  arriving  at  its  tax¬ 
able  net  income  for  normal  and  surtax 
purposes. 

Mr.  ADAMS.  I  am  obliged  to  the 
Senator,  because  while  I  knew  this  mat¬ 
ter  was  not  involved  in  the  amendment  I 
was  rather  inclined  to  think  the  reversal 
in  policy  was  substituting  an  unfair 
method  for  a  fair  method.  I  may  bother 
the  Senator  again  later  on  in  the  dis¬ 
cussion. 

Mr.  GEORGE.  The  change  makes  the 
corporations  pay  more  excess-profits 
taxes.  There  is  no  question  about  that. 

Mr.  ADAMS.  It  looks  as  though  it  is 
making  them  pay  taxes  on  taxes  which 
they  are  paying. 

Mr.  GEORGE.  I  think  the  principle 
of  avoiding  double  taxation  is  pretty  well 
maintained.  So  long  as  the  excess- 
profits  tax  is  allowed  as  a  deduction  in 
computing  income  subject  to  normal  and 
surtax,  there  is  no  double  taxation  of  the 
same  income. 

The  PRESIDING  OFFICER  (Mr. 
Smathers  in  the  chair).  The  question 
is  on  agreeing  to  the  committee  amend¬ 
ment  as  stated. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  44, 
after  line  12,  to  insert  “(or  would  be  ap¬ 
plicable  except  for  section  371  (g) ).” 

Mr.  GEORGE.  That  is  a  technical 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  47, 
after  line  13,  to  strike  out: 
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Sec.  206.  Corporations  engaged  In  mining 
strategic  metals. 

Section  731  of  the  Internal  Revenue  Code 
(exempting  from  excess-profits  tax  income 
derived  from  mining  certain  metals)  shall 
not  apply  with  respect  to  any  taxable  year 
beginning  after  December  31.  1940 

Mr.  GEORGE.  That  is  a  so-called 
strategic-metals  amendment,  Mr.  Presi¬ 
dent.  It  will  be  remembered  that  in  the 
Excess  Profits  Tax  Act  of  last  year  we 
exempted  from  the  excess-profits  tax  in¬ 
come  the  production  of  certain  strategic 
metals  of  which  there  was  and  always 
is  a  shortage  in  this  country,  and  which 
cannot  be  produced  here  in  the  absence 
of  much  higher  tariff  rates  or  in  an 
emergency  such  as  we  are  now  going 
through,  when  bottoms  are  not  available 
for  import.  This  amendment  restores 
the  same  exemption  which  was  carried 
in  that  act. 

Mr.  ADAMS.  This  amendment  leaves 
the  existing  section  731,  which  protects 
domestic  corporations  engaged  in  the 
mining  of  tungsten,  quicksilver,  manga¬ 
nese,  platinum,  antimony,  chromite,  or 
tin.  That  is,  those  are  the  strategic 
minerals  protected  by  that  section. 

Mr.  GEORGE.  The  Senator  is  right. 
The  House  struck  out  that  section,  and 
made  income  from  the  production  of 
those  metals  subject  to  the  excess-profits 
tax,  and  we  have  restored  the  exemp¬ 
tion. 

Mr.  ADAMS.  I  know  the  mining  sec¬ 
tions  of  the  country  are  appreciative  of 
the  consideration  the  committee  gave. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  commit¬ 
tee  amendment  as  stated. 

The  amendment  was  agreed  to. 

Mr.  HOLMAN.  Mr.  President,  I  ask 
the  indulgence  of  the  Senator  from 
Georgia.  I  want  to  be  sure  I  understand 
this.  Just  what  is  the  effect  of  the 
amendment? 

Mr.  GEORGE.  The  amendment  on 
page  47? 

Mr.  HOLMAN.  On  page  47,  section 
206.  What  is  the  effect  of  that? 

Mr.  GEORGE.  The  amendment 
merely  restores  existing  law.  The  House 
repealed  an  existing  provision  of  the  Ex¬ 
cess  Profits  Tax  Act  which  exempted 
profits  made  in  producing  certain  stra¬ 
tegic  metals.  The  House  repealed  that 
and  thereby  made  the  producers  of  these 
strategic’  metals  subject  to  the  excess- 
profits  tax.  This  amendment  restores 
the  exemption  which  the  producers  of 
those  metals  had  before. 

Mr.  HOLMAN.  In  other  words,  the 
action  is  in  compliance  with  the  tele¬ 
gram  I  sent  the  Senator? 

Mr.  GEORGE.  Exactly. 

Mr.  HOLMAN.  I  thank  the  Senator. 

Mr.  GEORGE.  I  received  the  Sena¬ 
tor’s  telegram,  and  I  hope  I  acknowl¬ 
edged  it.  If  I  did  not,  I  am  acknowl¬ 
edging  it  now. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  on  page  47,  line  14. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  under  the 
heading  “Title  III — Capital  Stock  Tax 
and  Declared  Value  Excess  Profits  Tax”, 
on  page  48,  at  the  end  of  line  7,  to  insert 


“and  by  striking  out  the  word  ‘ad¬ 
justed’  wherever  occurring  therein.” 

Mr.  GEORGE.  Mr .  President,  this 
merely  integrates  the  defense  tax  with 
the  capital-stock  tax. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  48, 
after  line  10,  to  insert: 

(c)  Annual  declaration  of  value:  Section 
1202  of  the  Internal  Revenue  Code  (relating 
to  declaration  of  value)  is  amended  to  read 
as  follows: 

“Sec.  1202.  Declared  value. 

“(a)  Declaration  of  value:  The  declared 
value  shall  be  the  value  as  declared  by  the 
corporation  in  its  return  for  the  year  (which 
declaration  of  value  cannot  be  amended). 
The  value  declared  by  the  corporation  in  its 
return  shall  be  as  of  the  close  of  its  last 
income  tax  taxable  year  ending  with  or 
prior  to  the  close  of  the  capital-stock-tax 
taxable  year. 

“(b)  Credit  for  China  Trade  Act  Corpora¬ 
tions:  For  the  purpose  of  the  tax  imposed  by 
section  1200  there  shall  be  allowed  in  the 
case  of  a  corporation  organized  under  the 
China  Trade  Act,  1922  42  Stat.  849  (U.  S.  C., 
title  15,  ch.  4),  as  a  credit  against  the  ad¬ 
justed  declared  value  of  its  capital  stock,  an 
amount  equal  to  the  proportion  of  such 
adjusted  declared  value  which  the  par  value 
of  the  shares  of  stock  of  the  corporation, 
owned  on  the  last  day  of  the  taxable  year  by 

(1)  persons  resident,  in  China,  the  United 
States,  or  possessions  of  the  United  States, 
and  (2)  individual  citizens  of  the  United 
States  or  China  wherever  resident,  bears  to 
the  par  value  of  the  whole  number  of  shares 
of  stock  of  the  corporation  outstanding  on 
such  date  For  the  purposes  of  this  sub¬ 
section  shares  of  stock  of  a  corporation  shall 
be  considered  to  be  owned  by  the  person  in 
whom  the  equitable  right  to  the  income  from 
such  shares  is  in  good  faith  vested;  and  as 
used  in  this  subsection  the  term  ‘China’  shall 
have  the  same  meaning  as  when  used  in  the 
China  Trade  Act,  1922.” 

(d)  Returns:  Section  1203  (a)  (2)  of  the 
Internal  Revenue  Code  (relating  to  exten¬ 
sions  of  time  .for  filing  capital-stock-tax  re¬ 
turns)  is  amended  by  inserting  at  the  end 
thereof  the  following:  “With  respect  to  the 
year  ending  June  30,  1941,  the  extension  may 
be  for  not  more  than  90  days.” 

(e)  Prior  returns  effective:  If  a  return  is 
filed  in  accordance  with  section  1203  of  the 
Internal  Revenue  Code  with  respect  to  the 
year  ending  June  30,  1941,  on  the  basis  of  a 
3-year  declaration  of  value,  the  value  de¬ 
clared  on  such  return  shall  constitute  the 
declared  value  for  the  purposes  of  section 
1202  of  the  Internal  Revenue  Cede,  as 
amended  by  this  section,  for  such  year  end¬ 
ing  June  30,  1941,  unless  a  different  value  is 
declared  on  another  return  filed  within  the 
time  prescribed  by  law  for  filing  such  return. 

Mr.  GEORGE.  Mr.  President,  I  have 
an  amendment  to  offer  to  this  amend¬ 
ment,  which  is  clerical  only.  On  page 
48,  line  25,  and  on  page  49,  line  2, 1  move 
to  strike  out  the  word  “adjusted.” 

The  amendment  to  the  amendment 
was  agreed  to. 

The  amendment  as  amended  was 
agreed  to. 

The  next  amendment  was,  on  page  50, 
at  the  beginning  of  line  4,  to  strike  out 
“(c)”  and  insert  “(f)”,  and  in  the  same 
line,  after  the  words  “Effective  Date”, 
to  strike  out  “Subsections  (a)  and  (b)” 
and  insert  “This  section.” 


Mr.  GEORGE.  This  is  a  clerical 
amendment. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  agreeing  to  the  amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  50, 
after  line  6,  to  strike  out: 

Sec.  302.  Declared-value  excess-profits  tax — 
defense  tax  made  permanent. 

Section  600  (b)  of  the  Internal  Revenue 
Code  Is  amended  to  read  as  follows: 

“(b)  Defense  tax:  In  the  case  of  any  tax¬ 
payer,  the  amount  of  tax  payable  under  this 
section  for  any  income-tax  taxable  year  end¬ 
ing  after  June  30,  1940,  shall  be  10  percent 
greater  than  the  amount  of  tax  which  would 
be  payable  if  computed  without  regard  to 
this  subsection.” 

And  to  insert: 

Sec.  302.  Declared  value  excess-profits  tax — 
Defense-tax  rates  incorporated  in  rate 
schedule. 

(a)  Rates:  Section  600  of  the  Internal 
Revenue  Code  (relating  to  rate  of  declared 
value  excess-profits  tax)  is  amended  as  fol¬ 
lows: 

(1)  By  striking  out  the  heading  “(a)  Gen¬ 
eral  rule. — 

(2)  By  amending  the  rate  schedule  to  read 
as  follows: 

“6.6  percent  of  such  portion  of  its  net 
income  for  such  income-tax  taxable  year  as 
is  in  excess  of  10  percent  and  not  in  excess 
of  15  percent  of  the  declared  value; 

“13.2  percent  of  such  portion  of  its  net 
income  for  such  income-tax  taxable  year  as  is 
in  excess  of  15  percent  of  the  declared  value.”; 
and 

(3)  By  repealing  subsection  (b)  (relating 
to  defense  tax  for  5  years). 

(b)  Technical  amendment:  Section  601 
(including  the  heading)  of  the  Internal  Rev¬ 
enue  Code  is  amended  by  striking  out  the 
word  “adjusted”  wherever  occurring  therein. 

(c)  Effective  date:  This  section  shall  be 
effective  only  with  respect  to  income-tax 
taxable  years  ending  after  June  30,  1941,  and 
succeeding  years. 

Mr.  GEORGE.  Mr.  President,  I  may 
state  that  this  merely  integrates  the  de¬ 
fense  tax. 

The  amendment  was  agreed  to. 

The  Chief  Clerk.  The  next  amend¬ 
ment  is  in  title  IV,  estate  and  gift  taxes. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
ask  that  the  estate-tax  schedules  and  the 
gift-tax  schedules  go  over,  since  I  may 
wish  to  offer  some  amendments  to  them. 

Mr.  GEORGE.  That  is  satisfactory. 

The  PRESIDING  OFFICER.  All  of 
title  IV  will  be  passed  over. 

The  clerk  will  state  the  next  amend¬ 
ment. 

The  next  amendment  was,  under  the 
heading  “Title  V — Excise  Taxes,”  in  sec¬ 
tion  521,  on  page  58,  after  line  7,  to  strike 
out: 

(1)  Box  seats:  Section  1700  (b)  (1)  is 

amended  by  striking  out  “10  percent”  and 
inserting  in  lieu  thereof  "11  percent." 

(2)  Sales  outside  box  office:  Section  1700 
(c)  (1)  is  amended  by  striking  out  “10  per¬ 
cent”  and  inserting  in  lieu  thereof  “11  per¬ 
cent.” 

Mr.  GEORGE.  It  is  probable  that  the 
admissions  tax  will  be  debated,  and  there 
may  be  some  amendments.  These  sec¬ 
tions  would  be  related,  and  should  not  be 
disposed  of  until  the  admissions  tax  is 
disposed  of. 
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The  PRESIDING  OFFICER.  Does 
the  Senator  desire  that  all  of  title  V  be 
passed  over? 

Mr.  GEORGE.  Not  all  of  title  V;  but 
no  amendment  is  to  be  acted  on  until 
we  reach  page  62. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  amendment. 

The  next  amendment  was,  in  section 

533,  “Distilled  spirits,”  on  page  62,  line  20, 
after  the  figure  “$4”,  to  strike  out  “(and 
on  brandy  at  the  rate  of  $3.75)”,  and  on 
page  63,  line  4,  after  the  figure  “$4”,  to 
strike  out  “(or,  in  the  case  of  brandy, 
$3.75).” 

Mr.  GEORGE.  I  have  already  ex¬ 
plained  that  that  merely  puts  brandy  on 
the  same  tax  basis  as  distilled  spirits. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  section 

534,  “Wines,”  on  page  64,  line  18,  after 
the  word  “thereof”,  to  strike  out  “8  cents” 
and  insert  “10  cents”;  in  line  19,  after  the 
word  “thereof”,  to  strike  out  “24  cents” 
and  insert  “35  cents”,  and  in  line  21,  after 
the  word  “thereof”,  to  strike  out  “50 
cents”  and  insert  “65  cents.” 

Mr.  GEORGE.  Mr.  President,  this 
amendment  is  an  increase  in  the  tax  on 
wine.  I  do  not  know  whether  it  is  con¬ 
troversial  or  not.  If  the  taxes  in  the  wine 
schedule  are  agreed  to,  and  anyone  wishes 
to  offer  an  amendment  subsequently,  I 
shall  be  glad  to  ask  unanimous  consent 
that  the  matter  be  reopened. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  the  item 
relating  to  the  rate  on  sparkling  wines, 
liqueurs,  cordials,  etc.,  on  page  65,  line  1, 
after  the  word  “thereof”,  to  strike  out 
“4  cents”  and  insert  “7  cents”,  and  in  line 
2,  after  the  word  “thereof”,  to  strike  out 
“2V4  cents”  and  insert  “3 Vz  cents”. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  section 
541,  “Admissions  tax”,  on  page  67,  line 
25,  after  the  word  “Rate”,  to  strike  out 
“A  tax  of  1  cent  for  each  10  cents  or 
fraction  thereof  of  the  amount  paid  for 
admission  to  any  place,  including  admis¬ 
sion  by  season  ticket  or  subscription; 
except  that  in  case  the  amount  paid  for 
admission  is  less  than  10  cents,  no  tax 
shall  be  imposed.  In  the”  and  insert: 

A  tax  on  the  amount  paid  for  admission  to 
any  place,  including  admission  by  season 
ticket  or  subscription,  at  the  rates  set  forth 
in  the  following  schedule: 


If  the  amount  charged  is — 

The  tax  shall  be— 

Not  over  10  cents. . . 

Over  10  cents  and  not  over  15  cents. 
Over  15  cents  and  not  over  20  cents. 
Over  20  cents  and  not  over  25  cents. 
Over  25  cents  and  not  over  35  cents. 
Over  35  cents  and  not  over  40  cents. 
Over  40  cents  and  not  over  45  cents. 
Over  45  cents  and  not  over  50  cents. 
Over  50  cents . . 

2  cents. 

3  cents. 

4  cents. 

5  cents. 

6  cents. 

7  cents. 

8  cents. 

15  percent  of  the 
amount  char¬ 
ged;  fractions  of 
H  cent  or  more 
shall  be  hereased 
to  1  cent;  smaller 
fractions  shall  be 
disregarded. 

Mr.  GEORGE.  This  is  the  admissions 
tax. 

Mr.  LA  FOLLETTE.  I  think  this  sec¬ 
tion  should  go  over,  since  there  is  some 
controversy  concerning  it. 

Mr.  DAVIS.  I  should  like  to  have  it 
go  over. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  passed  over,  and  the 
clerk  will  state  the  next  amendment  of 
the  committee. 

The  next  amendment  was,  in  section 

548,  telephone,  telegraph,  etc. — on  page 
78,  after  line  17,  to  strike  out: 

“(1)  In  the  case  of  each  telegraph,  tele¬ 
phone,  cable  or  radio  dispatch,  message,  or 
conversation  which  originates  within  the 
United  States  for  which  the  charge  is  more 
than  24  cents,  a  tax  of  5  cents  for  each  50 
cents,  or  fraction  thereof,  of  the  charge. 
Only  one  payment  of  such  tax  shall  be  re¬ 
quired  notwithstanding  the  lines  or  stations 
of  one  or  more  persons  are  used  for  the 
transmission  of  such  dispatch,  message,  or 
conversation-  and 

“(2)  A  tax  equivalent  to  5  percent  of  the 
amount  paid  for  any  of  the  following  services: 

“(A)  Leased  wire  or  talking  circuit  special 
service;  or 

“(B)  Wire  and  equipment  services  (includ¬ 
ing  teletypewriter  service,  burglar  alarm  serv¬ 
ice,  news  ticker  services,  stock  quotation  and 
information  services,  and  all  other  similar 
services) .” 

And  insert: 

“(1)  (A)  In  the  case  of  each  telephone  or 
radio  telephone  message  or  conversation 
which  originates  within  the  United  States, 
for  which  the  charge  is  more  than  24  cents, 
a  tax  of  5  cents  for  each  50  cents,  or  fraction 
thereof,  of  the  charge. 

“(B)  In  the  case  of  each  telegraph,  cable, 
or  radio  dispatch  or  message  which  originates 
within  the  United  States,  a  tax  of  10  percent 
of  the  amount  of  the  charge. 

Only  one  payment  of  a  tax  imposed  by  sub- 
paragraph  (A)  or  (B)  shall  be  required  not¬ 
withstanding  the  lines  or  stations  of  one  or 
more  persons  are  used  in  the  transmission  of 
such  dispatch,  message,  or  conversation. 

“(2)  (A)  A  tax  equivalent  to  10  percent  of 
the  amount  paid  for  leased  wire,  teletype¬ 
writer,  or  talking  circuit  special  service. 

“(B)  A  tax  equivalent  to  5  percent  of  the 
amount  paid  for  any  wire  and  equipment 
service  (including  stock  quotation  and  infor¬ 
mation  services,  and  all  other  similar  services, 
but  not  including  news  ticker  services  fur¬ 
nishing  a  general  news  service  similar  to  that 
contained  in  the  public  press,  burglar  or  fire 
alarm  service,  or  service  described  in  sub- 
paragraph  (A)).” 

Mr.  GEORGE.  Mr.  President,  it  may 
be  necessary  to  make  a  technical  amend¬ 
ment  to  this  section,  and  I  ask  that  if 
the  amendment  shall  be  agreed  to,  we 
may  have  a  right  to  recur  to  it  if  neces¬ 
sary. 

The  PRESIDING  OFFICER.  Is  there 
objection?  The  Chair  hears  none,  and 
it  is  so  ordered.  The  question  is  on 
agreeing  to  the  amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  80, 
line  13,  before  the  words  “of  the”,  to 
strike  out  “5  percent”  and  insert  “10 
percent.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  section 

549.  Installment,  etc.,  payments — on 
page  82,  line  17,  after  the  word  “before”, 
to  strike  out  “July  1,  1941”,  and  insert 
“the  effective  date  of  part  IV  of  the  Rev¬ 
enue  Act  of  1941”;  and  in  line  19,  after 
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the  word  “on”,  to  strike  out  “June  30, 
1941”,  and  insert  “the  day  before  the 
effective  date  of  part  IV  of  the  Revenue 
Act  of  1941”;  and  on  page  83,  line  2,  after 
the  word  “before”,  to  strike  out  “July  1, 
1941”,  and  insert  “the  effective  date  of 
part  IV  of  the  Revenue  Act  of  1941.” 

Mr.  GEORGE.  Mr.  President,  I  should 
like  to  explain,  because  I  think  it  is  a 
matter  of  rather  wide  interest,  that  this 
amendment  deals  with  the  so-called  in¬ 
stallment  sales  provision  of  the  bill. 
Under  the  amendment,  the  date  July  1, 
1941,  as  the  House  inserted  it,  is  stricken 
out,  and  the  effective  date  of  part  IV  of 
the  Revenue  Act  is  inserted,  and  that  is 
inserted  also  in  line  19.  The  same  prin¬ 
ciple  is  carried  forward  on  page  83,  and 
under  the  retail  sales  tax  provision  of  the 
measure.  Most  Senators  have  had  some 
complaints  about  taxes  on  installment 
sales,  and  these  amendments  have  been 
recommended  for  the  purpose  of  pre¬ 
venting  the  tax  from  being  retroactive. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  under  the 
subhead  “Part  V — New  excise  taxes,”  on 
page  84,  after  line  19,  to  strike  out: 

Sec.  551.  Soft  drinks. 

Subchapter  A  of  chapter  29  of  the  Internal 
Revenue  Code  is  amended  by  inserting  after 
section  3401  the  following  new  section: 

“Sec.  3402.  Tax  on  soft  drinks. 

“(a)  Definitions:  As  used  in  this  section — 

“(1)  The  term  ‘soft  drinks’  means  carbo¬ 
nated  beverages  of  the  kind  commonly 
known  as  soft  drinks,  carbonated  liquids  of 
the  kind  commonly  known  or  commonly 
used  as  mixers,  sparkling  waters,  and  carbo¬ 
nated  natural  or  artificial  mineral  waters  if 
such  mineral  waters  contain  not  more  than 
60  grains  of  minerals  (dried  at  the  tempera¬ 
ture  of  boiling  water)  per  U.  S.  gallon.  As 
used  in  this  paragraph  the  term  ‘carbonated’ 
includes  both  natural  and  artificial  carbo- 
nation. 

“(2)  The  term  ‘bottler’  means  any  person 
who  places  soft  drinks  in  bottles. 

“(3)  The  term  ‘bottle’  means  any  bottle, 
can,  keg,  or  similar  closed  container. 

“(b)  Bottled  soft  drinks — 

"(1)  Imposition  of  tax:  There  shall  be  im¬ 
posed  on  soft  drinks  in  bottles  sold  by  the 
bottler  or  importer  a  tax  at  the  following 
rates: 

“(A)  If  the  bottle  contains  not  more  than 
33  fluid  ounces: 

“If  bottled  or  imported  to  retail  at  not 
more  than  10  cents  per  bottle,  y6  cent  per 
bottle. 

“If  bottled  or  imported  to  retail  at  more 
than  10  cents  and  not  more  than  20  cents 
per  bottle,  %  cent  per  bottle. 

“If  bottled  or  imported  to  retail  at  more 
than  20  cents  per  bottle,  (4  cent  per  bottle. 

“(B)  If  the  bottle  contains  more  than  33 
fluid  ounces,  6  percent  of  the  price  for  which 
so  sold. 

“(2)  Retail  prices:  Whenever  in  paragraph 
(1)  reference  is  made  to  soft  drinks  bottled 
or  imported  to  retail  at  not  more  than  a  cer¬ 
tain  price  per  bottle,  then  in  determining  the 
tax  to  be  paid  regard  shall  be  had  to  the 
ordinary  retail  price  of  a  single  bottle  in  its 
principal  market. 

“(c)  Finished  or  fountain  syrups — 

“(1)  Imposition  of  tax :  There  shall  be  im¬ 
posed  upon  finished  or  fountain  syrups,  of 
the  kind  used  in  manufacturing,  compound¬ 
ing,  or  mixing  soft  drinks,  sold  or  used  by 
the  manufacturer,  producer,  or  importer,  a 
tax  of  6  cents  per  gallon. 
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“(2)  Exempt  sales:  No  tax  shall  be  im¬ 
posed  under  this  subsection  with  respect  to 
the  sale  of  such  syrups  where  it  is  estab¬ 
lished  to  the  satisfaction  of  the  Commissioner 
that  such  syrups  are  sold  (A)  to  a  bottler 
for  use  in  the  preparation  of  bottled  soft 
drinks,  or  (B)  to  a  person  who  does  not  en¬ 
gage  in  the  preparation  of  soft  drinks  for 
consumption  by  him  in  some  use  other  than 
the  preparation  of  soft  drinks. 

“(3)  Exempt  uses:  No  tax  shall  be  im¬ 
posed  under  this  subsection  with  respect  to — 

“(A)  The  use  of  such  syrups  by  the  man¬ 
ufacturer,  producer,  or  importer  in  the  prep¬ 
aration  of  bottled  soft  drinks;  or 

“(B)  The  consumption  of  such  syrups  by 
the  manufacturer,  producer,  or  importer, 
who  is  not  engaged  in  the  preparation  of  soft 
drinks,  in  some  use  other  than  the  prepara¬ 
tion  of  soft  drinks. 

“(d)  Carbonic  acid  gas: 

“(1)  Imposition  of  tax:  There  shall  be  im¬ 
posed  upon  carbonic  acid  gas  in  gaseous,  liq¬ 
uid,  or  solid  form,  suitable  for  use  in  the  prep¬ 
aration  of  soft  drinks,  sold  by  the  manufac¬ 
turer,  producer,  or  importer,  or  by  a  dealer 
in  such  gas,  to  any  person  who  sells  soft 
drinks  otherwise  than  in  bottles,  a  tax  of  4 
cents  per  pound. 

“(2)  Exempt  sales:  No  tax  shall  be  imposed 
under  this  subsection  with  respect  to  the 
sale  of  carbonic  acid  gas  where  it  is  estab¬ 
lished  to  the  satisfaction  of  the  Commis¬ 
sioner  that — 

“(A)  Such  gas  is  sold  for  use  by  the  vendee 
in  the  preparation  of  bottled  soft  drinks,  or 
for  consumption  by  him  in  some  use  other 
than  the  preparation  of  soft  drinks;  or 

“(B)  Such  gas  is  sold  for  resale  by  the 
vendee  in  the  course  of  his  regular  business 
as  a  dealer  in  carbonic  acid  gas,  if  such  gas  is 
in  due  course  so  resold. 

"(e)  Inapplicability  of  provisions:  The 
provisions  of  section  3442  (1)  and  (2),  sec¬ 
tion  3443  (a),  (1),  and  section  3444  shall  not 
be  applicable  to  the  taxes  imposed  by  this 
section. 

“(f)  Effective  date:  This  section  shall  take 
effect  on  the  effective  date  of  part  V  of  title 
V  of  the  Revenue  Act  of  1941.” 

Mr.  GEORGE.  This  is  the  so-called 
soft-drinks  tax. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  the  item 
relating  to  ne-7  manufacturers’  excise 
taxes,  on  page  89,  line  9,  after  the  word 
“creels,”  to  strike  out  “reels,  and  artificial 
lures,  baits,  and  flies”  and  insert  “and 
reels.” 

Mr.  GEORGE.  Mr.  President,  all  the 
amendment  accomplishes  is  the  striking 
from  the  section  imposing  a  tax  on  sport¬ 
ing  goods  of  the  words  “artificial  lures, 
baits,  and  flies.”  We  thought  it  wise  to 
eliminate  them. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  90, 
line  13,  after  the  word  “electric,”  to  in¬ 
sert  a  comma  and  “gas,  and  oil”;  and 
in  line  15,  after  the  word  “electric,”  to 
strike  out  “storage”  and  insert  “gas,  or 
oil,”  and  in  line  18,  after  the  word  “elec¬ 
tric,”  to  insert  “gas,  or  oil.” 

Mr.  GEORGE.  Mr.  President,  that 
amendment  was  made  because  of  many 
objections  which  reached  the  committee 
that  the  section  as  written  was  discrim¬ 
inating  in  that  it  imposed  a  manufac¬ 
turer’s  sales  tax  on  only  electric  heaters, 


and  so  forth,  and  the  committee  amended 
it  by  including  not  only  electric,  but  gas 
and  oil  heaters,  and  so  forth. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was.  on  page  91, 
line  17  after  the  word  “devices”,  to  strike 
out  “comptometers,”  and  in  line  18,  after 
the  word  “dictographs”,  to  strike  out 
“dictaphones,  dictaphone”  and  insert 
“dictating  machine.” 

Mr.  GEORGE.  Mr  President,  the  sole 
purpose  of  that  amendment  was  to  take 
out  of  the  section  trade  names  and  insert 
other  descriptive  terms  which  would  cover 
the  articles  which  are  taxable 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  the  item 
relating  to  washing  machines,  on  page 
92,  line  16,  after  the  word  “machines”,  to 
strike  out  “of  the  kind  used  in  commer¬ 
cial  laundries,  10  percent.  No  tax  shall 
be  imposed  under  this  paragraph  on 
washing  machines  of  the  household  type” 
and  insert  “10  percent.” 

Mr.  GEORGE.  Mr.  President,  that 
is  the  washing-machines  amendment. 
Under  the  House  provision  a  manufac¬ 
turer’s  excise  tax  was  imposed  upon 
washing  machines  used  in  commercial 
laundries.  The  Senate  Finance  Com¬ 
mittee  has  stricken  out  the  descriptive 
words  after  “machines”  so  as  to  make  the 
provision  applicable  to  all  washing  ma¬ 
chines. 

The  PRESIDING  OFFICER.  Tire 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  at  the  top 
of  page  93,  to  insert: 

(10)  Electric-light  bulbs:  Electric-light 
bulbs,  10  percent. 

Mr.  GEORGE.  Mr.  President,  this  is 
a  new  section  added  by  the  Senate  com¬ 
mittee,  and  provides  a  manufacturer’s 
excise  tax  on  electric-light  bulbs  at  the 
same  rate  generally  carried  in  the  bill, 
to  wit,  10  percent. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  the  item 
relating  to  tax  on  jewelry,  etc.,  on  page 
94,  line  1,  after  the  word  “instruments”, 
to  strike  out  the  word  “or”,  and  in  line  2, 
after  the  word  “eyeglasses”,  to  insert  a 
comma  and  “or  to  a  fountain  pen  if  the 
only  part  of  the  pen  which  consists  of 
precious  metals  is  the  point.” 

Mr.  GEORGE.  Mr.  President,  that 
amendment  simply  takes  fountain  pens 
out  of  this  jewelry  section,  when  the  oniy 
part  of  the  pen  which  consists  of  precious 
metal  is  the  point. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  the  item 
relating  to  “Return  and  Payment  of  Re¬ 
tailers’  Excise  Taxes,”  on  page  95,  after 
line  22,  to  insert: 


(c)  In  determining,  for  the  purposes  of 
this  chapter,  the  price  for  which  an  article 
is  sold,  there  shall  be  included  any  charge 
for  coverings  and  containers  of  whatever 
nature,  and  any  charge  incident  to  placing 
the  article  in  condition  packed  ready  for 
shipment,  but  there  shall  be  excluded  the 
amount  of  tax  imposed  by  this  chapter, 
whether  or  not  stated  as  a  separate  charge 
A  transportation,  delivery,  insurance,  instal¬ 
lation,  or  other  charge  (not  required  by  the 
foregoing  sentence  to  be  included)  shall  be 
excluded  from  the  price  only  if  the  amount 
thereof  is  established  to  the  satisfaction  of 
the  Commissioner,  in  accordance  w'ith  the 
regulations.  There  shall  also  be  excluded,  if 
stated  as  a  separate  charge,  the  amount  of 
any  retail  sales  tax  imposed  by  any  State  or 
Territory  or  political  subdivision  of  the  fore¬ 
going,  or  the  District  of  Columbia,  whether 
the  liability  for  such  tax  is  imposed  on  the 
vendor  or  the  vendee. 

Mr.  GEORGE.  Mr.  President,  that  is 
a  Treasury  Department  amendment.  It 
has  been  found  necessary  to  apply  the 
same  principles  that  are  applied  to  ex¬ 
isting  manufacturers’  excise  taxes.  The 
amendment  is  also  for  the  purpose  of  pro¬ 
tecting  the  revenue. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  the  item 
relating  to  leases,  conditional  sales,  etc., 
on  page  97,  line  5,  after  the  word  “before”, 
to  strike  out  “July  1,  1941”  and  insert 
“the  effective  date  of  part  V  of  the  Rev¬ 
enue  Act  of  1941.” 

Mr.  GEORGE.  Mr.  President,  that  is 
a  retail  sales  provision,  so  as  not  to  have 
a  retroactive  tax  on  installment  sales. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  the  item 
relating  to  credits  and  refunds,  on  page 
93,  after  line  10,  to  insert: 

(c)  There  shall  be  credited  against  the  tax 
payable  under  subsection  (b)  of  section  2402 
the  amount  of  tax  paid  by  any  person  under 
subsection  (a)  of  such  section  with  respect 
to  any  article  subject  to  tax  under  subsection 
(b)  of  such  section. 

Mr.  GEORGE.  Mr.  President,  that 
amendment  is  intended  merely  to  give  a 
rebate  or  refund  to  beauty  parlors,  barber 
shops,  and  others  who  buy  at  retail  any 
articles  upon  which  the  tax  has  been  paid 
under  the  cosmetics  section. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  98, 
after  line  21,  to  insert; 

Sec.  2409.  Penalty  for  representation  that 
tax  is  not  passed  on. 

Whoever  in  connection  with  the  sale  or 
lease,  or  offer  for  sale  or  lease,  of  any  article 
taxable  under  this  chapter,  makes  any  state¬ 
ment,  written  or  oral,  in  advertisement  or 
otherwise,  intended  or  calculated  to  lead  any 
person  to  believe  that  the  price  of  the  article 
does  not  Include  the  tax  imposed  by  this 
chapter,  shall  on  conviction  thereof  be  pun¬ 
ished  by  a  fine  of  not  more  than  $1,000. 

Mr.  GEORGE.  Mr.  President,  this 
amendment  was  offered  by  the  senior 
Senator  from  Ohio  [Mr.  Taft]  in  the 
committee.  It  is  in  effect  a  condemna- 
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tion  of  unfair  trade  practices.  It  is  in¬ 
tended  to  prevent  any  representation, 
however  made  by  any  retailer,  that  he  is 
absorbing  the  tax,  or  at  least  that  the 
price  made  upon  the  article  sold  does  not 
include  the  tax. 

Mr.  ADAMS.  Mr.  President,  the  per¬ 
son  in  question  would  be  prosecuted  even 
though  the  statement  made  were  abso¬ 
lutely  true? 

Mr.  GEORGE.  Yes.  There  is  a  tax 
on  the  article,  and  it  is  made  unlawful 
for  him  to  advertise  or  hold  himself  out 
as  selling  an  article  for  a  price  which 
does  not  include  the  tax. 

Mr.  ADAMS.  I  wish  to  ask  the  Sena¬ 
tor  a  question.  Suppose  an  article  had 
a  fixed  price,  and  it  was  continued  to  be 
sold  at  that  price,  and  there  was  no 
change  of  price,  but  the  manufacturer 
simply  reduced  his  own  profits  by  an 
amount  equal  to  the  tax.  Why  should 
such  action  be  an  offense? 

Mr.  GEORGE.  The  purpose  of  the 
amendment  is  to  characterize  that  kind 
of  thing  as  an  unfair  trade  practice. 

Mr.  ADAMS.  It  would  be  unfair  for 
the  manufacturer  himself  to  pay  the  tax? 

Mr.  TAFT.  Mr.  President,  will  the  Sen¬ 
ator  yield? 

Mr.  GEORGE.  I  yield. 

Mr.  TAFT.  The  provision  applies  only 
to  retailers. 

Mr.  ADAMS.  Why  should  it  be  a 
crime  for  the  retailer  in  fact  to  pay  the 
tax  rather  than  to  pass  it  on  to  the  con¬ 
sumer? 

Mr.  GEORGE.  He  can  pay  the  tax, 
but  he  cannot  advertise  that  the  price 
does  not  include  the  tax. 

Mr.  ADAMS.  But  this  provision  makes 
it  an  offense  if  he  tells  the  truth  about 
the  matter. 

Mr.  GEORGE.  If  he  says  the  price 
does  not  include  the  tax  on  the  article. 
He  can  pay  the  tax.  The  tax  is  there, 
and  he  can  pay  it. 

Mr.  ADAMS.  But  if  he  says  that  he 
has  paid  the  tax,  and  says  it  truthfully, 
then  he  commits  a  crime,  does  he? 

Mr.  GEORGE.  Mr.  President,  I  will 
let  the  Senator  from  Ohio  answer. 

Mr.  TAFT.  Mr.  President,  I  think  I 
might  explain  first  the  purpose  of  the 
provision.  This  is  what  will  more  than 
likely  happen  under  this  tax,  if  we  do  not 
have  such  a  provision  in  the  measure. 
A  large  department  store  will  advertise, 
“We  absorb  the  tax  on  all  cosmetics.” 
The  small  fellow  cannot  absorb  the  tax. 
Either  he  will  offer  the  cosmetics  as  a 
loss  leader  or  he  will  misrepresent  the 
facts.  In  effect,  what  he  does  if  he  sells 
at  a  lower  price  without  counting  the  tax 
is  to  reduce  the  cost  of  his  article.  He  is 
selling  it  at  a  lower  price.  He  is  paying 
that  tax  money  to  the  Government  as  a 
part  of  his  cost  necessarily,  and  it  can¬ 
not  be  said  that  he  is  absorbing  the  tax. 
In  many  cases  he  will  not  be  absorbing 
the  tax. 

Take  the  case  of  credit  jewelers,  and 
this  applies  only  to  retailers.  A  credit 
jeweler  will  advertise  in  order  to  get  cus¬ 
tom,  that  “I  will  absorb  the  tax  on 
jewelry.”  As  a  matter  of  fact,  how  can 
one  tell  whether  he  is  absorbing  the  tax 
or  not?  One  could  not  prove  whether 
he  was  absorbing  the  tax  or  whether  he 
was  lowering  the  price  of  his  particular 
article  and  adding  the  tax  in. 


We  considered  the  possibility  of  requir¬ 
ing  him  separately  to  state  the  tax,  but 
that  would  create  a  tremendous  compli¬ 
cation  when  there  is  a  fractional  tax.  An 
article  selling  for  25  cents,  for  instance, 
has  a  21/2-cent  tax.  Does  the  seller  ab¬ 
sorb  that  or  not?  He  cannot  under  an¬ 
other  statute  represent  that  he  is  going 
to  sell  that  article  at  25  cents,  plus  3  cents 
tax,  because  that  is  a  crime.  If  it  is  only 
21/2  cents,  he  cannot  advertise  the  tax  to 
be  more  than  it  is.  So  he  is  in  a  position 
where  he  cannot  be  required  separately 
to  state  the  tax.  He  cannot  say  what 
the  price  is  and  what  the  tax  is.  He 
cannot  meet  the  situation  in  that  way. 

Many  of  the  members  of  the  commit¬ 
tee  thought  there  ought  to  be  a  com¬ 
pulsory  requirement  that  the  seller  be 
forced  to  pass  the  tax  on,  because,  after 
all,  we  are  reaching  his  profits  through 
an  excess-profits  tax,  or  through  an  in¬ 
come  tax,  or  through  surtaxes,  and  it  is 
admittedly  the  purpose  in  imposing  these 
taxes  to  pass  them  on  to  the  consumer. 
The  only  method  that  seemed  to  be  prac¬ 
tical  was  simply  to  say,  “We  cannot  de¬ 
termine  whether  you  passed  that  tax  on 
or  not,  but  you  cannot  go  out  and  use  as 
an  advertisement  to  induce  trade  the 
claim  that  you  are  not  passing  on  the  tax, 
whether  you  are  passing  it  on  or  whether 
you  are  not  passing  it  on.” 

Nearly  every  retailer  in  the  United 
States  wants  this  amendment.  All  the 
smaller  retail  stores,  particularly,  want 
it.  All  the  regular  jewelers  want  it,  be¬ 
cause  they  say  that  credit  jewelers  can 
put  the  tax  in  in  the  form  of  extended 
payments.  They  all  charge  a  large 
premium  for  giving  time  on  such  pur¬ 
chases. 

The  object  seems  to  be  a  perfectly 
ligitimate  one.  It  is  to  prevent  retailers 
from  using  the  retail  tax  as  a  means  of 
attracting  trade,  claiming  that  they  are 
absorbing  the  tax  when  probably  they 
are  not,  and  when  even  if  they  are  ab¬ 
sorbing  the  tax  they  ought  not  to  be 
doing  so.  If  it  were  practical  to  do  so, 
they  ought  to  be  required  to  say,  “This 
is  the  price,  and  this  is  the  tax.”  They 
ought  to  be  separately  stated.  Unfor¬ 
tunately,  with  a  fractional  tax,  that  can¬ 
not  be  done. 

Mr.  ADAMS.  I  can  understand  the 
reason  for  punishing  any  one  for  mak¬ 
ing  a  false  statement;  but  this  amend¬ 
ment  would  punish  a  person  even  when 
he  makes  a  statement  which  is  true. 

Mr.  TAFT.  It  is  impossible  to  prove 
the  facts.  If  a  man  sells  an  article  for 
30  cents  it  is  impossible  to  prove 
whether  he  is  absorbing  the  tax  or  not. 
That  is  merely  a  matter  of  calculation, 
tie  may  say  that  he  is  absorbing  the  tax, 
or  he  may  say  that  the  price  is  27  V2  cents 
and  the  tax  is  2y2  cents;  or  he  may  say 
that  the  price  is  30  cents.  How  can  it 
be  proved  whether  or  not  he  is  absorbing 
the  tax?  It  is  not  a  matter  of  fact  which 
can  be  proved.  All  we  are  trying  to  pre¬ 
vent  is  the  gaining  of  trade  by  a  claim 
that  the  retailer  is  absorbing  the  tax, 
thereby  forcing  everybody  in  the  trade 
to  claim  that  he  is  absorbing  the  tax, 
and  to  invent  all  sorts  of  methods  for 
evading  the  fact,  when  it  cannot  possibly 
be  proved  whether  he  is  absorbing  the 
tax  or  not. 


Mr.  ADAMS.  The  theory  of  the 
amendment  is  the  assumption  that  a 
man  is  guilty,  because  the  fact  is  diffi¬ 
cult  to  prove.  Some  men  may  tell  the 
truth  about  it.  It  is  proposed  to  prose¬ 
cute  a  man  who  tells  the  truth,  because 
it  is  difficult  to  convict  the  man  who 
makes  a  false  statement. 

Mr.  TAFT.  No.  The  great  majority 
of  retailers  are  wholly  unable  to  absorb 
the  tax.  Do  we  want  to  give  the  big  re¬ 
tailer,  who  can  conceivably  absorb  the 
tax,  the  advantage  of  gaining  trade  by 
the  advertisement  of  that  fact?  I  think 
not.  It  is  obvious  that  such  a  course 
would  put  everyone  else  at  a  disadvan¬ 
tage.  It  would  permit  a  big  retailer  to 
carry  out  the  very  practice  which  is  for¬ 
bidden  by  the  Miller-Tydings  law  or  the 
Federal  Trade  Commission  laws  with  re¬ 
gard  to  loss  leaders.  It  would  permit  a 
man  to  avail  himself  of  this  particular 
retailer’s  tax  to  carry  on  what  is  in  fact 
unfair  competition.  It  is  not  necessary 
to  prohibit  the  retailer  from  absorbing 
the  tax;  but  it  seems  to  me  it  is  neces¬ 
sary  to  prohibit  him  from  making  that 
fact  an  advertising  feature  of  his  busi¬ 
ness,  even  though  it  be  true  that  he 
absorbs  the  tax. 

Mr.  ADAMS.  I  do  not  see  why  a  man 
should  be  punished  for  telling  what  is 
conceded  to  be  the  truth,  if  in  fact  he 
is  telling  the  truth,  simply  because  it  is 
difficult  to  establish  what  is  the  truth. 

Mr.  TAFT.  If  it  were  possible,  I 
should  be  in  favor  of  prohibiting  the 
retailer  from  absorbing  the  tax.  Such 
a  thing  would  be  impracticable.  It 
seems  to  me  that  the  next  best  thing  is 
to  prevent  his  attracting  customers  by 
advertising  that  he  is  absorbing  the  tax. 
Whether  he  is  absorbing  it  or  not,  I 
think,  makes  no  difference.  It  is  not  a 
tax  question.  It  is  really  a  fair  trade 
question.  Since  we  are  creating  the 
means  by  which  he  can  carry  on  unfair 
competition  against  his  competitors,  I 
think  it  is  proper  to  provide  in  the  bill 
a  defense  against  his  using  the  tax  for 
that  particular  purpose. 

Mr.  ADAMS.  The  Senator  is  discuss¬ 
ing  the  matter  entirely  from  the  stand¬ 
point  of  the  man  who  is  selling.  I  am 
thinking  of  it  partly  from  the  stand¬ 
point  of  the  man  who  is  buying.  The 
Senator  would  prohibit  the  seller  from 
absorbing  the  tax. 

Mr.  TAFT.  In  the  State  of  Ohio  we 
have  a  3-percent  sales  tax.  I  believe  it 
is  the  most  successful  sales  tax  in  the 
United  States.  It  has  created  less  trou¬ 
ble  and  has  resulted  in  the  collection  of 
more  money  in  proportion  to  the  popu¬ 
lation  than  any  other  tax.  In  that  State 
the  retailers  are  required  to  pass  on  the 
tax.  That  is  easy  to  do,  because  they 
do  it  through  the  stamp  system.  A 
1-cent  stamp  is  issued  for  the  first  40 
cents,  a  2-cent  stamp  up  to  70  cents,  and 
so  forth.  The  retailer  must  give  the 
customer  a  stamp  showing  what  the  tax 
is.  He  may  not  absorb  the  tax.  He  must 
pass  the  tax  on.  He  may  reduce  his 
price,  but  he  must  pass  on  the  tax.  That 
system  has  worked.  It  has  met  with 
universal  approval.  It  has  met  with  no 
criticism.  It  has  prevented  the  use  of 
the  sales  tax  as  a  means  of  unfair  com¬ 
petition.  The  amendment  reported  by 
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the  committee  is  as  close  as  we  can  come 
to  that  system  under  this  kind  of  a 
retail  sales  tax. 

Mr.  SCHWARTZ.  Mr.  President,  will 
the  Senator  yield? 

Mr.  TAFT.  I  yield. 

Mr.  SCHWARTZ.  The  effect  of  the 
amendment  is  that  as  a  matter  of  pub¬ 
lic  policy  the  dealer  is  prohibited  from 
making  any  representation  about  the 

tax. 

Mr.  TAFT.  That  is  true.  As  a  matter 
of  public  policy  he  shall  not  make  any 
representation  that  he  is  absorbing  the 
tax  to  induce  trade  to  come  to  his  store. 

Mr.  ADAMS.  It  is  a  system  of  regi¬ 
mentation  to  prevent  people  from  telling 
the  truth. 

Mr.  TAFT.  Not  at  all.  It  has  nothing 
to  do  with  their  telling  the  truth.  It  is 
to  require  them,  in  effect,  to  pass  on  the 
tax. 

Mr.  DANAHER.  Mr.  President,  I  am 
in  favor  of  the  amendment  reported  by 
the  committee.  While  I  usually  take 
everything  that  comes  from  the  Commit¬ 
tee  on  Finance  without  dotting  an  “i”  or 
crossing  a  “t,”  I  point  cut  to  the  chair¬ 
man  that  before  we  vote  on  the  amend¬ 
ment  I  do  not  quite  know  what  to  do 
when  there  is  no  “t.”  [Laughter.]  If 
the  chairman  will  look  on  page  99,  in  line 
1,  he  will  find  the  word  “written”  with  a 
“t”  missing.  I  ask  unanimous  consent  to 
insert  it. 

Mr.  GEORGE.  Mr.  President,  that  is 
a  satirical  amendment,  but  it  is  entirely 
agreeable. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  to  the  amend¬ 
ment  is  agreed  to. 

The  question  now  is  on  agreeing  to  the 
amendment  as  amended. 

The  amendment  as  amended  was 
agreed  to. 

The  next  amendment  was,  on  page  99, 
after  line  16,  to  insert: 

Sec  553.  Administrative  changes  in  manu¬ 
facturers’  excise-tax  title  of  code. 

(a)  Leases:  Section  3440  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 
“Sec  3440.  Definition  of  sale. 

"For  the  purposes  of  this  chapter  the  lease 
of  an  article  (including  any  renewal  or  any 
extension  of  a  lease  or  any  subsequent  lease 
of  such  article)  by  the  manufacturer,  pro¬ 
ducer.  or  importer  shall  be  considered  a  tax¬ 
able  sale  of  such  article.” 

Mr.  GEORGE.  Mr.  President,  that 
amendment  is  inserted  to  make  it  clear 
that  not  only  a  lease  but  also  any  re¬ 
newal  or  extension  of  the  lease  of  an 
article  subject  to  the  manufacturers’  ex¬ 
cise  tax  is  to  be  regarded  as  a  taxable 
sale  of  such  article. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment  on  page  99,  after  line  16. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page 
100,  after  line  2,  to  insert: 

(b)  Existing  contracts:  Chapter  29  of  the 
Internal  Revenue  Code  is  amended  by  adding 
at  the  end  thereof  the  following  new  section: 
“Sec.  3453  Existing  contracts. 

“(a)  Tax  payable  by  vendee:  If  (1)  any 
person  has,  prior  to  the  effective  date  of  Part 
V  of  Title  V  of  the  Revenue  Act  of  1941,  made 
a  bona  fide  contract  for  the  sale  on  or  after 
such  date,  of  any  article  with  respect  to  the 
sale  of  which  a  tax  is  imposed  by  that  act 
or  an  existing  rate  of  tax  is  increased  by 


that  act,  and  (2)  such  contract  does  not 
permit  the  adding  to  the  amount  to  be  paid 
under  such  contract  of  the  whole  of  such 
tax  or  increased  rate  of  tax,  then  (unless  the 
contract  prohibits  such  addition)  the  vendee 
shall,  in  lieu  of  the  vendor,  pay  so  much  of 
the  tax  as  is  not  so  permitted  to  be  added 
to  the  contract  price. 

“(b)  Tax  paid  to  vendor:  Taxes  payable 
by  the  vendee  shall  be  paid  to  the  vendor 
at  the  time  the  sale  is  consummated,  and 
shall  be  collected  and  paid  to  the  United 
States  by  the  vendor  in  the  same  manner  as 
provided  in  section  3487.  In  case  of  failure 
or  refusal  by  the  vendee  to  pay  such  taxes 
to  the  vendor,  the  vendor  shall  report  the 
facts  to  the  Commissioner,  who  shall  cause 
collection  of  such  taxes  to  be  made  from  the 
vendee.” 

(c)  Unexposed  motion  picture  films:  Sec¬ 
tion  3443  (a)  (3)  (A)  of  the  Internal  Revenue 
Code  (relating  to  credits  or  refunds  of  tax 
to  manufacturer)  is  amended  by  inserting 
at  the  end  thereof  the  following  new  clause: 

“(v)  in  the  case  of  unexposed  motion  pic¬ 
ture  films,  used  or  resold  for  use  in  the  mak¬ 
ing  of  news  reel  motion  picture  films.” 

Mr.  GEORGE.  Mr.  President,  in  sub¬ 
stance  that  provision  is  now  in  the  In¬ 
ternal  Revenue  Code,  but  the  principle  is 
applied  only  to  sales  made  prior  to  1932. 
This  amendment  is  solely  for  the  purpose 
of  protecting  the  vendor  where  the  ven¬ 
dor  has  a  bona  fide  existing  contract 
with  the  vendee  which  does  not  permit 
him  to  add  the  tax. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amendment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  section 

554,  under  the  heading  “Transportation 
of  persons,  etc.”,  on  page  103,  in  line  8, 
after  “(f)”,  to  strike  out  “governmental 
exemption”  and  insert  “exemptions”; 
and  at  the  beginning  of  line  9,  to  insert 
“(1)  governmental  exemption.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  103, 
after  line  13,  to  insert: 

(2)  Exemption  of  members  of  military  and 
naval  service:  The  tax  imposed  by  this  section 
shall  not  apply  to  the  payment  for  trans¬ 
portation  or  facilities  furnished  under  spe¬ 
cial  tariffs  providing  for  fares  of  not  more 
than  iy4  cents  per  mile  applicable  to  round- 
trip  tickets  sold  to  personnel  of  the  United 
States  Army,  Navy,  Marine  Corps,  and  Coast 
Guard  traveling  in  uniform  of  the  United 
States  at  their  own  expense  when  on  official 
leave,  furlough,  or  pass,  including  author¬ 
ized  cadets  and  midshipmen,  issued  on  pres¬ 
entation  of  properly  executed  certificate. 

Mr.  GEORGE.  Mr.  President,  this 
amendment  is  intended  to  apply  only  to 
the  members  of  the  armed  forces,  the 
Army,  Navy,  Marine  Corps,  and  Coast 
Guard,  traveling  in  uniform  and  is  to 
bring  them  into  the  accepted  class  under 
the  transportation  tax. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  in  section 

555,  under  the  heading  “Coin-operated 
amusement  and  gaming  devices,”  on  page 
105,  at  the  beginning  of  line  1,  to  strike 
out  “tax  of  $25  per  year  in  respect  of 
such  device,  and  shall  pay  an  additional 
special  tax  of  $25  per  year  for  each  addi¬ 
tional  such  device  so  maintained  or  the 
use  of  which  is  so  permitted”  and  insert: 
tax  as  follows: 

“(1)  $10  per  year  in  the  case  of  a  device 
defined  in  clause  (1)  of  subsection  (b); 


“(2)  $200  per  year,  in  the  case  of  a  device 
defined  in  clause  (2)  of  subsection  (b);  and 

“(3)  $10  or  $200,  as  the  case  may  be,  for 
each  additional  device  so  maintained  or  the 
use  of  which  is  so  permitted. 

Mr.  GEORGE.  Mr.  President,  the 
junior  Senator  from  Nevada  [Mr. 
Bunker]  has  indicated  that  he  desires  to 
offer  an  amendment  to  this  section. 
Therefore  I  ask  that  it  be  passed  over  for 
the  day  so  that  he  may  prepare  an 
amendment. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  will  be  passed 
over. 

The  next  amendment  was,  in  section 
556,  under  the  heading  “Bowling  alleys, 
etc.”,  on  page  106,  at  the  beginning  of 
line  17,  to  strike  out  “$15”  and  insert 
“$10.” 

The  amendment  was  agreed  to. 

The  next  amendment  was,  to  strike  out 
all  of  pages  107  and  108,  as  follows: 

Sec.  557.  Outdoor  advertising. 

Subchapter  A  of  chapter  27  of  the  Internal 
Revenue  Code  is  amended  by  adding  at  the 
end  thereof  the  following  new  part: 

“PART  XI - OUTDOOR  ADVERTISING 

“Sec.  3269.  Tax  on  outdoor  advertising. 

“(a)  Tax:  Every  person  who  engages  in 
business  as  a  lessor  of  billboards  for  outdoor 
advertising  shall  pay  with  respect  to  each  bill¬ 
board  maintained  or  controlled  by  him  for 
use  in  such  business  a  special  tax  at  the 


following  rates: 

"Tax  classification 

“For  each  billboard  having  an  advertis¬ 
ing  space  area  of:  Per 

annum 

“(1)  Not  more  than  100  square 

feet - $1.00 

“(2)  More  than  100  and  not  more 

than  200  square  feet _  2.  00 

“(3)  More  than  200  and  not  more 

than  300  square  feet _  3.  00 

“(4)  More  than  300  and  not  more 

than  400  square  feet _  5.  00 

“(5)  More  than  400  and  not  more 

than  600  square  feet _  8.  09 

“(6)  More  than  600  square  feet _ 11  00 


“(b)  Additional  billboards:  Where  a  person 
has  paid  the  special  tax  with  respect  to  each 
of  a  number  of  billboards  of  the  same  tax 
classification  and  thereafter  discontinues  the 
maintenance  or  control  of  one  or  more,  and 
also  assumes  the  maintenance  or  control  of 
additional  billboards  of  the  same  tax  classifi¬ 
cation,  he  shall  pay  special  tax  only  with  re¬ 
spect  to  so  many  of  such  additional  billboards 
as  exceed  the  number  with  respect  to  which 
he  has  already  paid  special  tax. 

“(c)  Definitions:  As  used  in  this  section — 
“(1)  The  term  ‘billboard’  means  any  out¬ 
door  structure  or  device  primarily  designed 
for  the  display  of  advertising  matter,  and  in¬ 
cludes  so-called  sign  space  on  the  exterior 
of  a  building  the  use  of  which  is  controlled  by 
a  person  engaged  in  business  as  lessor  of  bill¬ 
boards  for  outdoor  advertising. 

“(2)  The  term  ‘lessor’  means  any  person 
who  maintains  or  controls  the  use  of  bill¬ 
boards  and,  for  compensation,  displays  ad¬ 
vertising  matter  thereon  for  another  person 
or  permits  the  display  of  advertising  matter 
thereon  by  another  person. 

“(d)  Penalties:  Any  person  liable  for  the 
special  tax  under  this  section  with  respect  to 
any  billboard  maintained  or  controlled  by  him 
who  fails  to  pay  such  tax,  besides  being  liable 
for  the  payment  of  the  tax,  shall  be  fined  not 
more  than  $50  for  each  offense. 

“(e)  Other  laws  applicable:  All  adminis¬ 
trative  and  penalty  provisions  of  subchapters 
A.  B,  and  C  of  chapter  11,  insofar  as  applica¬ 
ble,  shall  apply  to  the  special  tax  imposed  by 
subsection  (a)  and  to  the  persons  upon  whom 
imposed. 
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"(f)  Effective  date  of  tax:  With  respect  to 
the  year  ending  June  30,  1942,  no  tax  shall  be 
payable  under  this  part  for  any  period  prior 
to  the  effective  date  of  part  V  of  title  V  of 
the  Revenue  Act  of  1941.” 

Mr.  GEORGE.  Mr.  President,  this  is 
the  so-called  billboard  tax,  which  I  think 
everyone  understands.  We  have  cer¬ 
tainly  had  enough  correspondence  about 
it.  The  committee  thought  it  was  a 
rather  trivial  sort  of  tax.  Actually  it 
would  produce  almost  no  revenue. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

Mr.  DANAHER.  Mr.  President,  I 
would  say  to  the  Senator  from  Georgia 
that  at  the  close  of  today’s  session  I  will 
take  up  with  him  the  matter  of  a  pro¬ 
posed  amendment  on  page  109,  line  11,  to 
strike  out  the  words  “Motor  vehicles — $5.” 
I  should  like  very  much  to  go  over  the 
matter  in  full  with  the  chairman  of  our 
committee,  and  I  want  him  now  to  have 
notice  of  my  intention. 

The  PRESIDING  OFFICER.  That  will 
be  in  order  when  amendments  other  than 
committee  amendments  are  considered. 

Mr.  GEORGE.  That  will  be  in  order 
when  we  reach  it. 

Mr.  DANAHER.  I  simply  desire  to  give 
notice  of  my  intention  in  regard  to  the 
matter. 

The  next  amendment  was,  in  the  item 
relating  to  tax  on  use  of  motor  vehicles 
and  boats,  on  page  110,  line  17,  after  the 
word  “used",  to  strike  out  “exclusively” 
and  insert  “chiefly”,  and  in  line  20,  after 
the  word  “seamen”,  to  insert  a  comma 
and  “or  boats  used  by  the  Sea  Scouts  de¬ 
partment  of  the  Boy  Scouts  of  America 
chiefly  for  training  Scouts  in  seaman¬ 
ship.” 

Mr.  GEORGE.  That  speaks  for  itself; 
exemption  of  tax  on  boats  used  chiefly  in 
trade  and  used  by  Sea  Scouts. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  113, 
after  line  18,  to  insert: 

PART  VI - PROCESSING  TAX  ON  CERTAIN  OILS 

Sec.  561.  Payment  of  proceeds  of  processing 
tax  to  Guam  and  American  Samoa. 

(a)  Payment  to  possessions:  Chapter  21  of 
the  Internal  Revenue  Code  (relating  to  proc¬ 
essing  tax  on  oils)  is  amended  by  adding  at 
the  end  thereof  the  following  new  section: 

“Sec.  2483.  All  taxes  collected  under  this 
chapter  with  respect  to  coconut  oil  wholly  of 
the  production  of  Guam  or  American  Samoa 
or  produced  from  materials  wholly  of  the 
growth  or  production  of  Guam  or  American 
Samoa,  shall  be  held  as  separate  funds  and 
paid  to  the  Treasury  of  Guam  or  American 
Samoa,  respectively.  No  part  of  the  money 
from  such  funds  shall  be  used,  directly  or 
indirectly,  to  pay  a  subsidy  to  the  producers 
or  processors  of  copra,  coconut  oil,  or  allied 
products,  except  that  this  sentence  shall  not 
be  construed  as  prohibiting  the  use  of  such 
money,  in  accordance  with  regulations  pre¬ 
scribed  by  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary,  for  the  acquisition 
or  construction  of  facilities  for  the  better 
curing  of  copra  or  for  bona  fide  loans  to  copra 
producers  of  Guam  or  American  Samoa.” 

(b)  Effective  date  of  amendment:  The 
amendment  made  by  this  section  shall  be 
applicable  only  with  respect  to  taxes  col¬ 
lected  after  the  date  of  enactment  of  this  act. 


Mr.  GEORGE.  Mr.  President,  the 
amendment  simply  would  do  in  the  case 
of  Guam  and  American  Samoa  what  al¬ 
ready  has  been  done  by  the  Congress  in 
the  case  of  the  Philippines. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  114, 
after  line  17,  to  strike  out: 

Title  VI — Radio  Broadcasting  and  Network 
Tax 

Sec.  601.  Tax  on  radio  broadcasting  stations 
and  networks. 

Subtitle  B  of  the  Internal  Revenue  Code  is 
amended  by  inserting  after  chapter  6  the 
following  new  chapter: 

“chapter  6A 

“Sec.  1220.  Tax  on  radio  broadcasting  stations 
and  networks. 

“(a)  Rate:  For  each  calendar  year  begin¬ 
ning  after  December  31,  1941,  there  shall  be 
imposed  upon  every  person  with  respect  to 
operating  a  radio  broadcasting  station  or 
engaging  in  network  broadcasting  for  any 
part  of  such  year,  an  excise  tax  computed  as 
follows: 

“(1)  If  the  net  time  sales  exceed  $100,000 
and  do  not  exceed  $500,000,  an  amount  equal 
to  5  percent  of  the  net  time  sales,  or  an 
amount  equal  to  the  net  time  sales  in  excess 
of  $100,000,  whichever  is  the  lesser. 

“(2)  If  the  net  time  sales  exceed  $500,000 
and  do  not  exceed  $1,000,000,  an  amount 
equal  to  10  percent  of  the  net  time  sales,  or 
an  amount  equal  to  $25,000  plus  the  amount 
of  the  net  time  sales  in  excess  of  $500,000, 
whichever  is  the  lesser. 

“(3)  If  the  net  time  sales  exceed  $1,000,000, 
an  amount  equal  to  15  percent  of  the  net 
time  sales,  or  an  amount  equal  to  $100,000 
plus  the  amount  of  the  net  time  sales  in  ex¬ 
cess  of  $1,000,000,  whichever  is  the  lesser. 

“(b)  Definitions:  For  the  purposes  of  this 
section — 

“(1)  ‘Network  broadcasting’  means  the 
making  of  arrangements  with  persons  oper¬ 
ating  radio  broadcasting  stations  for  the 
simultaneous  broadcast  of  an  identical  pro¬ 
gram  by  two  or  more  connected  stations  and 
the  distribution  of  programs  by  wire  or  radio 
to  such  persons. 

“(2)  ‘Time  sales’  means  the  gross  amount 
received  or  accrued  from  the  sale  of  broad¬ 
cast  time.  Where  the  sale  is  for  a  consider¬ 
ation  other  than  money  the  gross  amount 
considered  to  be  received  or  accrued  shall  be 
the  seller’s  published  card  rate  for  broadcast 
time.  Where  the  sale  is  for  a  consideration, 
less  a  commission  to  an  advertising  agency 
(whether  such  sale  is  made  to  such  agency  or 
its  principal)  the  amount  of  such  commission 
(not  in  excess  of  15  percent  of  such  con¬ 
sideration)  shall  be  excluded  in  determining 
the  gross  amount  received  or  accrued  with 
respect  to  such  sale. 

“(3)  ‘Net  time  sales’  means  time  sales 
minus  the  amounts  paid  or  incurred  for 
broadcast  time  to  other  persons  operating 
radio  stations  or  engaged  in  network  broad¬ 
casting. 

“Sec.  1221.  Returns. 

“(a)  Requirement:  Every  person  liable  for 
tax  under  section  1220  shall  make  a  return 
under  oath.  Such  return  shall  contain  such 
information  and  be  made  in  such  manner  as 
the  Commissioner  with  the  approval  of  the 
Secretary  may  by  regulations  prescribe. 

“(b)  Time  for  filing: 

“(1)  General  rule:  Such  return  shall  be 
made  with  2  months  after  the  close  of  the 
year  with  respect  to  which  such  tax  is  im¬ 
posed. 

“(2)  Extension  of  time:  The  Commissioner 
may  extend  the  time  for  making  the  returns, 
under  such  rules  and  regulations  as  he  may 
prescribe  with  the  approval  of  the  Secretary, 
but  no  such  extension  shall  be  for  more  than 
60  days. 

“(c)  Place  for  filing:  The  return  shall  be 
made  to  the  collector  for  the  district  in  which 


is  located  the  principal  place  of  business  of 
the  taxpayer,  or,  if  it  has  no  principal  place 
of  business  in  the  United  States,  then  to  the 
collector  at  Baltimore,  Md. 

“Sec.  1222.  Other  laws  applicable. 

“All  provisions  of  law  (including  penal¬ 
ties)  applicable  in  respect  of  the  taxes  im¬ 
posed  by  chapter  6  shall,  insofar  as  not  in¬ 
consistent  with  this  chapter,  be  applicable  in 
respect  of  the  tax  imposed  by  this  chapter.” 

Mr.  GEORGE.  That  is  the  so-called 
radio-broadcasting  tax  which  the  com¬ 
mittee,  upon  consideration,  thought  un¬ 
wise  to  impose,  and  therefore  recom¬ 
mended  that  it  be  stricken  out. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  next  amendment  was,  on  page  118, 
after  line  2,  to  insert: 

TITLE  vi— nonessential  federal  expenditures 
Sec.  601.  Nonessential  Federal  expenditures. 

(a)  There  is  hereby  established  a  commit¬ 
tee  to  investigate  nonessential  Federal  ex¬ 
penditures  (hereinafter  referred  to  as  the 
“committee”),  to  be  composed  of  (1)  three 
members  of  the  Senate  Committee  on 
Finance  and  three  members  of  the  Senate 
Committee  on  Appropriations,  to  be  ap¬ 
pointed  by  the  President  of  the  Senate;  (2) 
three  members  of  the  House  Committee  on 
Ways  and  Means  and  three  members  of  the 
House  Committee  on  Appropriations,  to  be 
appointed  by  the  Speaker  of  the  House  of 
Representatives;  and  (3)  the  Secretary  of  the 
Treasury,  and  the  Director  of  the  Bureau  of 
the  Budget.  A  vacancy  in  the  committee 
shall  not  affect  the  power  of  the  remaining 
members  to  execute  the  functions  of  the 
committee,  and  shall  be  filled  in  the  same 
manner  as  the  original  selection.  A  ma¬ 
jority  of  the  committee  shall  constitute  a 
quorum,  and  the  powers  conferred  upon 
them  by  this  section  may  be  exercised  by  a 
majority  vote. 

(b)  It  shall  be  the  duty  of  the  committee 
to  make  a  full  and  complete  study  and  in¬ 
vestigation  of  all  expenditures  of  the  Federal 
Government  with  a  view  to  recommending 
the  elimination  or  reduction  of  all  such  ex¬ 
penditures  deemed  by  the  committee  to  be 
nonessential.  The  committee  shall  report  to 
the  President  and  to  the  Congress  the  results 
of  its  study,  together  with  its  recommenda¬ 
tions,  at  the  earliest  practicable  date. 

(c)  The  committee,  or  any  duly  authorized 
subcommittee  thereof,  is  authorized  to  hold 
such  hearings,  to  sit  and  act  at  such  times 
and  places,  to  employ  such  experts  and  such 
clerical  and  other  assistants,  to  require  by 
subpena  or  otherwise  the  attendance  of  such 
witnesses  and  the  production  of  such  books, 
papers,  and  documents,  to  administer  such 
oaths,  to  take  such  testimony,  and  to  make 
such  expenditures,  as  it  deems  advisable. 
The  provisions  of  sections  102  to  104,  inclu¬ 
sive,  of  the  Revised  Statutes  shall  apply  in 
case  of  any  failure  of  any  witness  to  comply 
with  any  subpena,  or  to  testify  when  sum¬ 
moned  under  the  authority  of  this  section. 

(d)  The  committee  is  authorized  to  utilize 
the  services,  information,  facilities,  and  per¬ 
sonnel  of  the  departments  and  agencies  of 
the  Government. 

(e)  There  is  hereby  authorized  to  be  ap¬ 
propriated  the  sum  of  $10,000,  or  so  much 
thereof  as  may  be  necessary,  to  carry  out  the 
provisions  of  this  section. 

(f)  All  authority  conferred  by  this  section 
shall  terminate  upon  the  submission  of  the 
committee’s  final  report. 

Sec.  602.  Section  1303  of  the  Revenue  Act 
of  1918,  as  amended,  is  amended  by  striking 
out  “President  of  the  Senate”  wherever  it 
appears  therein  and  inserting  in  lieu  thereof 
“President  pro  tempore  of  the  Senate.” 
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Mr.  ADAMS.  Mr.  President,  I  have 
one  suggestion  to  make  in  reference  to 
the  amendment.  It  seems  to  me  that  on 
line  7  the  word  “nonessential”  should  go 
out.  In  other  words,  the  investigation 
should  be  of  all  Federal  expenditures,  and 
not  merely  of  nonessential  ones.  Because 
at  the  bottom  of  the  page  the  amend¬ 
ment  provides  that  the  committee  shall 
recommend  the  elimination  of  expendi¬ 
tures  deemed  to  be  nonessential.  It 
seems  to  me  that  in  order  to  find  out 
what  expenditures  are  nonessential  we 
shall  have  to  investigate  many  expendi¬ 
tures  which  are  not  nonessential.  There¬ 
fore  I  suggest  that  the  word  “nonessen¬ 
tial”  go  out.  I  discussed  the  matter  with 
the  Senator  from  Virginia,  and  the  Sen¬ 
ator  from  Virginia  is  agreeable  to  that 
elimination.  Therefore  I  move,  Mr. 
President,  that  the  word  “nonessential” 
be  stricken  out. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  motion  of  the  Sena¬ 
tor  from  Colorado  [Mr.  Adams]  to  amend 
the  committee  amendment  by  striking 
cut  the  word  “nonessential”  on  page 
118,  line  7. 

The  motion  was  agreed  to. 

Mr.  GEORGE.  The  question  is  on 
agreeing  to  the  amendment  as  amended; 
is  it  not? 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  commit¬ 
tee  amendment  as  amended. 

The  amendment  as  amended  was 
agreed  to. 

The  next  amendment  was,  at  the  top 
of  page  120,  to  insert: 

TITLE  VI - CREDIT  AGAINST  FEDERAL  UNEMPLOY¬ 

MENT  TAXES 

Sec.  701.  Credit  against  Federal  unemploy¬ 
ment  taxes. 

(a)  Allowance  of  credit  against  tax  for 
1836,  1937,  and  1938:  Against  the  tax  im¬ 
posed  by  section  901  of  the  Social  Security 
Act  for  the  calendar  year  1936,  1937,  or  1938, 
any  taxpayer  shall  be  allowed  credit  (if  credit 
is  not  allowable  under  sec.  902  of  such 
act)  for  the  amount  of  contributions  paid 
by  him  into  an  unemployment  fund  under 
a  State  law — 

(1)  Before  the  sixtieth  day  after  the  date  of 
the  enactment  of  this  act,  if  such  credit  is 
claimed  before  the  expiration  of  6  months 
after  such  date  of  enactment: 

(2)  Without  regard  to  the  date  of  pay¬ 
ment,  with  respect  to  wager  paid  after  Sep¬ 
tember  19,  1939: 

(3)  Without  regard  to  the  date  of  payment, 
if  the  assets  of  the  taxpayer  are,  at  any  time 
during  the  59-day  period  following  such 
date  of  enactment,  or  were  at  any  time  during 
the  period  August  11,  1939,  to  October  8, 
1939,  inclusive,  or  the  period  October  9,  1940, 
to  December  6,  1940,  inclusive,  in  the  custody 
or  control  of  a  receiver,  trustee,  or  other 
fiduciary  appointed  by,  or  under  the  control 
of,  a  court  of  competent  jurisdiction. 

The  provisions  of  the  Social  Security  Act 
in  force  prior  to  February  11,  1939  (except 
the  provision  limiting  the  credit  to  amounts 
paid  before  the  date  of  filing  returns),  shall 
apply  to  allowance  of  credit  under  this  sub¬ 
section:  except  that  the  amount  of  credit 
against  the  tax  for  the  calendar  year  1936, 
1937,  or  1938,  for  contributions  paid  after 
December  6,  1940,  shall  not  (unless  the  credit 
is  allowable  on  account  of  par.  (2)  or 
(3))  exceed  90  percent  of  the  amount  which 
would  have  been  allowable  as  credit  on  ac¬ 
count  of  such  contributions  had  they  been 
paid  before  the  last  day  upon  which  the  tax¬ 
payer  was  required  under  section  905  of  such 
act  to  hie  a  return  for  such  year.  The  terms 
used  in  this  subsection  shall  have  the  same 
meaning  as  when  used  in  title  IX  of  such 


act  prior  to  February  11,  1939.  The  total 
credit  allowable  against  the  tax  imposed  by 
section  901  of  such  act  for  the  calendar 
year  1936,  1937,  or  1938  shall  not  exceed  90 
percent  of  such  tax. 

(b)  Allowance  of  credit  against  tax  for 
1939  and  1940:  Against  the  tax  imposed  by 
the  Federal  Unemployment  Tax  Act  for  the 
calendar  year  1939  or  1940.  any  taxpayer  shall 
be  allowed  credit  (if  credit  is  not  allowable 
under  sec.  1601  of  such  act)  for  the 
amount  of  contributions  paid  by  him  into 
an  unemployment  fund  under  a  State  law— - 

(1)  Before  the  sixtieth  day  after  the  date  cf 
the  enactment  of  this  act,  if  such  credit  is 
claimed  before  the  expiration  of  6  months 
after  such  date  of  enactment; 

(2)  Without  regard  to  the  date  of  pay¬ 
ment,  if  the  assets  of  the  taxpayer  are,  at 
any  time  during  the  59-day  period  following 
such  date  of  enactment,  or  were  at  any  time 
during  the  period  from  the  last  day  upon 
which  the  taxpayer  was  required  under  sec¬ 
tion  1604  of  the  Federal  Unemployment  Tax 
Act  to  file  a  return  of  the  tax  against  which 
credit  is  claimed  to  June  30  next  following 
such  last  day,  inclusive,  or  (in  the  case  of 
credit  against  the  tax  for  the  calendar  year 
1939)  the  period  October  9,  1940,  to  Decem¬ 
ber  6,  1940,  inclusive,  in  the  custody  or  con¬ 
trol  of  a  receiver,  trustee,  or  other  fiduciary 
appointed  by,  or  under  the  control  of,  a  court 
of  competent  jurisdiction. 

The  provisions  of  the  Federal  Unemploy¬ 
ment  Tax  Act  (except  sec.  1601  (a)  (3)), 
including  such  provisions  as  modified  by  sec¬ 
tion  902  (e)  of  the  Social  Security  Act  amend¬ 
ments  of  1939,  shall  apply  to  allowance  of 
credit  under  this  subsection.  The  amount 
of  such  credit  against  the  tax  for  the  calen¬ 
dar  year  1939  or  1940,  in  the  case  of  contri¬ 
butions  paid  after  the  last  day  upon  which 
the  taxpayer  was  required  under  section  1604 
of  the  Federal  Unemployment  Tax  Act  to  file 
a  return  for  such  year,  shall  not  (unless  the 
credit  is  allowable  on  account  of  par.  (2) ) 
exceed  90  percent  of  the  amount  which 
would  have  been  allowable  as  credit  on  ac¬ 
count  of  such  contributions  had  they  been 
paid  on  or  before  such  last  day.  The  terms 
used  in  this  subsection  shall  have  the  same 
meaning  as  when  used  in  the  Federal  Unem¬ 
ployment  Tax  Act.  The  total  credit  allow¬ 
able  against  the  tax  imposed  by  such  act 
for  the  calendar  year  1939  or  1940  shall  not 
exceed  90  percent  of  such  tax. 

(e)  Refund:  Refund,  credit,  or  abatement 
of  the  tax  (including  penalty  and  interest 
assessed  or  collected  with  respect  thereto,  if 
any),  based  on  any  credit  allowable  under 
subsection  (a)  or  (b)  may  be  made  in  accord¬ 
ance  with  the  provisions  of  law  applicable  in 
the  case  of  erroneous  or  illegal  assessment  or 
collection  of  the  tax  (including  statutes  of 
limitations).  No  interest  shall  be  allowed 
or  paid  on  the  amount  of  any  such  credit  or 
refund.  On  and  after  the  date  of  the  enact¬ 
ment  of  this  act  no  refund,  credit,  or  abate¬ 
ment  shall  be  allowed  based  on  any  credit 
allowable  under  section  810  of  the  Revenue 
Act  of  1938,  section  902  (a)  of  the  Social 
Security  Act  amendments  of  1939,  or  section 
701  of  the  Second  Revenue  Act  of  1940. 

Mr.  DANAHER.  Mr.  President,  I  re¬ 
spectfully  ask  the  chairman  of  the  com¬ 
mittee  to  allow  title  VI,  as  recommended 
on  page  120  and  following  pages,  to  go 
over.  I  should  like  very  much  to  take  up 
with  him  a  matter  that  I  think  will  seri¬ 
ously  affect  title  VI. 

The  PRESIDING  OFFICER.  That 
should  be  title  VII. 

Mr.  DANAHER.  I  see  it  is  marked 
“title  VI”;  and  I  have  so  designated  it  by 
reference  to  the  pages  in  order  to  iden¬ 
tify  it. 

Mr.  BYRD.  Mr.  President,  will  the 
Senator  from  Georgia  yield? 

Mr.  GEORGE.  Yes;  I  yield. 


Mr.  BYRD.  I  ask  unanimous  consent 
to  have  inserted  in  the  body  of  the  Rec¬ 
ord  at  this  point  a  resolution  passed  by 
the  Senate  Finance  Committee  which  is 
in  a  sense  a  companion  measure  to  sec¬ 
tion  601  which  has  just  been  adopted. 
I  ask  unanimous  consent  to  have  the  res¬ 
olution  inserted  in  the  Record  at  this 
point  as  a  matter  of  information.  The 
resolution  was  adopted  last  night. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  resolution  is  as  follows: 

Resolved  by  the  Committee  on  Finance  of 
the  Senate,  acting  under  the  authority  vested 
in  it  by  section  20  of  the  Budget  and  Ac¬ 
counting  Act  of  1921,  That  the  Director  of 
the  Bureau  of  the  Budget  be  requested  to 
transmit  to  the  chairman  of  said  committee, 
as  promptly  as  possible,  but  not  later  than 
the  15th  day  of  October  1941,  such  detailed 
revisions  of  the  estimates  of  expenditures  for 
the  fiscal  year  ending  June  30,  1942,  as  he 
would  make  if  he  had  been  instructed  to  pre¬ 
pare  three  Budget  estimates  for  such  fiscal 
year  in  which  the  total  annual  expenditures 
for  nondefense  purposes  were  less  by  $1,000,- 
000,000,  by  $1,500,000,000,  and  by  $2,000,000,- 
000,  respectively,  than  the  total  amounts  ap¬ 
propriated  for  such  nondefense  purposes  for 
such  fiscal  year,  and  to  transmit  to  the  chair¬ 
man  of  said  committee,  together  with  such 
revisions  of  estimates,  complete  data  showing 
all  items  which  were  classified  or  considered 
as  being  nondefense  expenditures  in  the 
Budget  estimates  for  the  fiscal  year  ending 
June  30,  1940,  and  which,  in  the  Budget  esti¬ 
mates  of  expenditures  for  the  fiscal  year  end¬ 
ing  June  30,  1941,  or  for  the  current  fiscal 
year,  have  been  included,  directly  or  indi¬ 
rectly,  as  defense  expenditures,  and  are  now 
classified  or  considered  as  being  defense  ex¬ 
penditures. 

Resolved  further,  That  the  chairman  of 
said  committee  be  directed  to  transmit  to  the 
chairman  cf  the  Committee  on  Appropriations 
of  the  Senate  and  to  the  chairman  of  the 
Committee  to  Investigate  Nonessential  Fed¬ 
eral  Expenditures  established  by  the  Revenue 
Act  of  1941  copies  of  the  revisions  of  esti¬ 
mates  and  other  data  transmitted  by  the  Di¬ 
rector  of  the  Bureau  of  the  Budget  pursuant 
to  this  resolution. 

Resolved  further,  That  the  chairman  of  the 
Committee  on  Finance  of  the  Senate  be  di¬ 
rected  to  transmit  a  copy  of  this  resolution, 
immediately  upon  its  adoption,  to  the  Direc¬ 
tor  of  the  Bureau  of  the  Budget. 

Adopted  by  the  Committee  on  Finance  of 
the  Senate  August  28,  1941. 

Chairman. 

Mr.  BYRD.  Mr.  President,  I  ask  that 
the  clerk  read  the  resolution. 

Mr.  WALSH.  Mr.  President,  this  reso¬ 
lution  is  merely  for  the  information  of 
the  Senate.  Such  a  proposal  does  not 
have  to  be  ratified  by  the  Senate. 

Mr.  BYRD.  It  is  not  to  be  ratified  by 
the  Senate.  The  information  is  furnished 
by  the  Finance  Committee  in  accord¬ 
ance  with  section  20  of  the  Budget  and 
Accounting  Act  of  1921,  which  provides 
that — 

The  Bureau  shall  at  the  request  of  any 
committee  of  either  House  of  Congress  hav¬ 
ing  Jurisdiction  over  revenue  or  appropria¬ 
tions,  furnish  the  committee  such  aid  and 
information  as  it  may  request. 

Mr.  WALSH.  So  the  request  is  simply 
to  have  the  resolution  made  a  matter  of 
record,  for  the  information  of  the 
Senate? 

Mr.  BYRD.  Yes.  I  think  the  resolu¬ 
tion  should  be  read  for  the  information 
of  the  Senate. 
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The  Chief  Clerk  read  the  resolution. 

Mr.  DANAHER.  Mr.  President,  I  re¬ 
new  my  request  of  our  distinguished 
chairman  of  the  committee  and  ask  that 
action  on  title  VII  be  deferred  until  I 
have  had  a  chance  to  take  up  with  him 
the  matter  of  the  proposed  amendment. 

Mr.  GEORGE.  That  is  on  page  120? 

Mr.  DANAHER.  It  is  called  title  VI 
in  the  bill,  but  that  is  an  error.  It  ap¬ 
pears  on  pages  120,  121,  122,  and  123, 
and  it  applies  to  the  Social  Security  Act. 

Mr.  GEORGE.  That  is  quite  agree¬ 
able,  Mr.  President. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  DANAHER.  I  thank  the  Senator 
from  Georgia. 

Mr.  GEORGE.  That  completes  the 
committee  amendments,  Mr.  President, 
except  for  those  passed  over.  I  should 
like  to  offer  one  further  amendment  at 
this  time:  On  page  26,  line  9,  to  strike 
out  the  word  “such”  and  insert  “the.” 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  Mr.  President,  I  would 
not  want  any  misunderstanding.  I 
think  Senators  who  are  interested  in  the 
community-property  amendment  under¬ 
stood  that  it  would  go  over  until  tomor¬ 
row  morning. 

The  PRESIDING  OFFICER.  An  or¬ 
der  has  been  made  to  that  effect. 

Mr.  GEORGE.  I  am  not  sure  about 
the  other  amendments,  whether  they 
simply  went  over  or  whether  they  went 
over  until  tomorrow. 

Mr.  BARKLEY.  I  thought  that 
amendments  which  went  over  went  over 
until  we  went  through  the  bill  for  un¬ 
contested  amendments,  and  then  we 
would  go  back  and  take  up  the  amend¬ 
ments  which  had  been  passed  over. 

Mr.  GEORGE.  That  is  quite  agreeable 
to  me. 

Mr.  McNARY.  Mr.  President,  I  may 
have  conveyed  the  intimation  to  some 
Members  of  the  Senate  that  amend¬ 
ments  which  went  over  until  the  follow¬ 
ing  day  were  passed  over  to  afford  an 
opportunity  to  read  and  study  the  bill. 
I  think  when  a  request  is  made  that  an 
amendment  be  passed  over,  it  means 
that  it  be  passed  over  until  tomorrow. 

Mr.  BARKLEY.  That  is  true  when  the 
calendar  is  called,  but  ordinarily  when 
we  go  through  a  bill,  and  take  up  the 
amendments,  when  an  amendment  goes 
over  it,  it  goes  over  until  we  finish  the 
uncontested  amendments.  Whatever  the 
Senator  from  Georgia  wants  to  do  is 
agreeable  to  me,  but  it  is  a  little  early  to 
quit  work  today  unless  we  can  agree  to 
meet  at  an  earlier  hour  tomorrow. 

Mr.  McNARY.  I  wish  to  say,  in  fair¬ 
ness  to  Members  of  the  Senate,  that  if 
the  amendments  go  over  until  tomorrow, 
I  would  have  no  complaint  if  the  Senate 
should  meet  earlier  in  the  day. 

Mr.  GEORGE.  Mr.  President,  if  the 
majority  and  minority  leaders  agree  to 
meet  at  11  o’clock  tomorrow  in  lieu  of  12 
o’clock,  I  think  it  would  be  better  to 
recess  until  tomorrow,  that  is,  so  far  as 
the  tax  bill  is  concerned. 

Mr.  BARKLEY.  Would  the  Senator 
from  Georgia,  for  the  advice  of  the  Sen¬ 
ate,  indicate  what  amendments  have 
gone  over,  so  that  Members  may  under¬ 
stand  what  will  be  under  consideration 
tomorrow? 


Mr.  GEORGE.  I  do  not  know  that  I 
could,  without  the  assistance  of  the  clerk, 
to  give  the  information.  The  amendment 
lowering  the  personal  exemption  and  the 
community  property  income  amendment 
would  be  first  in  order. 

Mr.  BARKLEY.  Then,  do  we  under¬ 
stand  that  the  amendments  which  have 
gone  over  will  be  taken  up  in  the  order 
in  which  they  appear  in  the  bill? 

Mr.  GEORGE.  Yes;  I  think  so. 

Mr.  BARKLEY.  And  that  the  first  one 
will  be  the  amendment  lowering  exemp¬ 
tions? 

Mr.  GEORGE.  That  is  the  first 
amendment  in  order;  yes. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
ask  unanimous  consent  that  I  may  be 
permitted  to  submit  an  amendment  to 
the  tax  bill,  and  have  it  printed,  although 
I  am  not  able  to  offer  it  at  this  moment. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  will  be  printed 
and  lie  on  the  table. 


EXECUTIVE  SESSION 


Mr.  BARKLEY.  With  the  under¬ 
standing  that  when  I  move  a  recess  I  shall 
move  that  the  Senate  take  a  recess  until 
11  o’clock  tomorrow  morning,  in  order 
that  Senators  may  familiarize  themselves 
with  the  bill  and  the  remaining  amend¬ 
ments  which  have  gone  over,  I  now  move 
that  the  Senate  proceed  to  the  consider¬ 
ation  of  executive  business. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  the  consideration  of 
executive  business. 


EXECUTIVE  REPORTS  OF  COMMITTEES 


The  following  favorable  reports  of 
nominations  were  submitted: 


By  Mr.  HAYDEN,  from  the  Committee  on 
Post  Offices  and  Post  Roads: 

Several  postmasters. 

THE  ARMY— FREDERICK  HENRY  OSBORN 
The  PRESIDING  OFFICER  (Mr. 
Smathers  in  the  chair) .  If  there  be  no 
further  reports  of  committees,  the  clerk 
will  state  the  nomination  which  has  been 


The  PRESIDING  OFFICER.  Without  k 
Objection,  the  nomination  is  confirmed./ 


POSTMASTERS 


The  legislative  clerk  proceeded  to  read 
ijhe  nominations  of  sundry  postmasters. 

Mr.  WALSH.  I  ask  unanimous  con¬ 
sent  that  the  postmaster  nominations 
be  confirmed  en  bloc. 

The  PRESIDING  OFFICER.  Without 
objection,  the  nominations  of  postmas¬ 
ters  are  confirmed  en  bloc. 


MARINE  CORPS 


The  legislative  clerk  proceeded  to  read 
sundry  nominations  for  promotions  in 
the  Marine  Corps. 

Mr.  WALSH.  I  ask  unanimous  con¬ 
sent  that  the  nominations  in  the  Marine 
Corps  be  confirmed  en  bloc. 

The  PRESIDING  OFFICER.  Without 
objection,  the  nominations  in  the  Ma¬ 
rine  Corps  are  confirmed  en  bloc. 

That  completes  the  calendar. 

Mr.  BARKLEY.  I  ask  unanimous  con¬ 
sent  that  the  President  be  notified  im¬ 
mediately  of  the  confirmation  of  the 
nominations  acted  on  by  the  Senate 
today. 

The  PRESIDING  OFFICER.  Without 
objection,  the  President  will  be  immedi¬ 
ately  notified. 


RECESS 


Mr.  BARKLEY.  As  in  legislative  ses¬ 
sion,  I  move  that  the  Senate  take  a  re¬ 
cess  until  11  o’clock  a.  m.  tomorrow. 

The  motion  was  agreed  to;  and  (at  3 
o’clock  and  3  minutes  p.  m.)  the  Senate 
took  a  recess  until  tomorrow,  Thursday, 
September  4,  1941,  at  11  o’clock  a.  m. 


passed  over. 

The  legislative  clerk  read  the  nomina¬ 
tion  of  Frederick  Henry  Osborn  to  be 
brigadier  general  in  the  Officers’  Reserve 
Corps. 

The  PRESIDING  OFFICER.  The 
question  is,  Will  the  Senate  advise  and 
consent  to  this  nomination?  [Putting 
the  question.] 

The  nomination  was  confirmed. 


NAVY  DEPARTMENT 


The  PRESIDING  OFFICER.  The 
clerk  will  state  the  other  nominations  on 
the  calendar. 

The  legislative  clerk  read  the  nomi¬ 
nation  of  Artemus  L.  Gates,  of  New  York, 
to  be  Assistant  Secretary  of  the  Navy  for 
Aeronautics. 

Mr.  WALSH.  Mr.  President,  this  is 
rather  an  important  nomination.  The 
office  of  Assistant  Secretary  of  the  Navy 
for  Aeronautics  has  been  vacant  for  some 
time.  I  move  the  confirmation  of  the 
nomination. 

The  PRESIDING  OFFICER.  Without 
objection,  the  nomination  is  confirmed. 

COLLECTOR  OF  CUSTOMS 


The  legislative  clerk  read  the  nomina¬ 
tion  of  Joseph  H.  Lyons,  of  Mobile,  Ala., 
to  be  collector  of  customs,  with  head¬ 
quarters  at  Mobile,  Ala. 


CONFIRMATIONS 

Executive  nominations  confirmed  by 
the  Senate  September  3  (legislative  day 
of  September  2),  1941: 


Appointment  in  the  Officers'  Reserve  Corps, 
in  the  Army  of  the  United  States 


Frederick  Henry  Osborn  to  be  a  brigadier 
general  in  the  Officers’  Reserve  Corps,  in  the 
Army  of  the  United  States. 


Navy  Department 
Artemus  L.  Gates  to  be  Assistant  Secretary 


of  the  Navy  for  Aeronautics. 

Collector  of  Custom 


Joseph  H.  Lyons  to  be  collector  of  customs 
fok,  customs  collection  district  No.  19,  with 
headquarters  at  Mobile,  Ala. 

Postmasters 


! 


OREGON 

Goldie  V.  Smith,  Brookings. 
James  T.  Brophy,  Hines. 
Helen  Peetz,  Turner. 


Appointments' ^nd  Promotions  in  the  Navy 
Marine  corps 
To  be  major 
William  R.  Williams  • 

To  be  first-  lieutenant 
Douglas  E.  Keeler 

To  be  second  ihqitenants 
Harold  C.  Howard  Robert  W.  Glickert 

William  E.  Davis  George  L.  Hays 

Samuel  V/.  Smith,  Jr.  Herbert  %  Elliott,  Jr. 
Edward  G.  Walker,  Jr.  Roland  E.  Carey 
To  be  chief  quartermaster  clerk 
Percy  H.  Uhlinger 

To  be  chief  pay  clerk 
Ernest  M.  Jones 


1941 

Rabbi  Perry  E  Nussbaum,  Temple  Emanu- 
El,  Wichita,  Kans. 

Rabbi  Jacob  J.  Ogle,  Congregation  B  nai 
Jeshurun,  Lincoln,  Nebr. 

,  Rabbi  Levi  A.  Olan,  Temple  Emanuel, 

Worcester,  Mass.  .  ,  „ 

Rabbi  Harry  B.  Pastor,  Anshai  Emeth 

Temple,  Peoria,  Ill. 

Rabbi  David  Philipson,  Congregation  Bene 
Israel,  Cincinnati,  Ohio. 

Rabbi  W.  Gunther  Plaut,  Washington 
Boulevard  Temple,  Chicago,  Ill. 

Rabbi  Herman  I.  Pollack,  Temple  Israel, 
Blytheville,  Ark. 

Rabbi  Max  Raisin,  Barnert  Memorial 
Temple.  Paterson,  N.  J. 

Rabbi  Sidney  L.  Regner,  Reform  Congrega¬ 
tion  Oheb  Sholom,  Reading,  Pa. 

Rabbi  Karl  Richter,  Temple  Israel,  Spring- 
field,  Mo. 

Rabbi  William  Rosenau,  Oheb  Shalom, 
Baltimore,  Md. 

Rabbi  Harold  I.  Saperstein,  Temple  Emanu- 
El,  Lynbrook,  Long  Island,  N.  Y. 

Rabbi  Sidney  Wolf,  Temple  Beth  El,  Corpus 
Christi,  TeX. 

Rabbi  Samuel  Wolk,  Congregation  B’nai 
B’rith,  Wilkes-Barre,  Pa. 

Rabbi  Jacob  K.  Shankman,  Temple  Israel, 
New  Rochelle',  N.  Y. 

Rabbi  Nathaniel  S.  Share,  Gates  of  Prayer, 
New  Orleans,  lia. 

Rabbi  Meyer  H.  Simon,  Temple  Israel, 
Lafayette,  Ind. 

Rabbi  Edgar  E.  Siskin,  Congregation  Mish- 
kan  Israel,  New  Haven,  Conn. 

Rabbi  Samuel  D.  Soskin,  Temple  Beth  El, 
Port  Worth,  Tex. 

Rabbi  Adolph  Spiegel,  Long  Branch,  N  J. 
Rabbi  Ulrick  B.  Steuer,  Temple  Beth 
Sholom,  Fredericksburg,  Va. 

Rabbi  Samuel  Teitelbaum,  United  Hebrew 
Congregation,  Fort  Smith,  Ark. 

Rabbi  Samuel  Thurman,  United  Hebrew 
Temple,  University  City,  St.  Louis,  Mo. 

Rabbi  Leo  E.  Turitz,  Temple  Beth  Zion, 
Bradford,  Pa. 

Rabbi  Harvey  E.  Wessel,  Temple  Beth  El, 
Tyler,  Tex. 

Rabbi  David  L.  Zielonka,  Congregation 
Schaarai  Zedek,  Tampa,  Fla. 

Rabbi  Maurice  L.  Zigmond,  Temple  Israel,  I 
Waterbury,  Conn. 

LETTER  FROM  THE  PRESIDENT  TO  HOMER 
MAT  ADAMS 

[Mr.  BARKLEY  asked  and  obtained  leave 
to  have  printed  in  the  Record  3  letter  from 
the  President  addressed  to  Homer  Mat  Adams  J 
under  date  of  August  18,  1941,-  which  appears  , 
in  the  Appendix.] 

ST.  LAWRENCE  SE  AW  AY— LETTER  OF 
CHARLES  MORRIS  MILLS 
I  Mr.  BRIDGES  asked  and  obtained  leave  to 
have  printed  in  the  Record  a  letter  relating 
to  the  St  Lawrence  seaway,  written  by  Charles 
Morris  Mills,  of  Jaffrev,  N.  H  .  and  printed  in 
the  New  York  Herald  Tribune  of  August  17, 
1941,  which  appears/n  the  Appendix  ] 

ADDRESS  BY  I  M.  ORNBURN  ON  AMERICA 
AND  THE  UNION  LABEL 
[Mr.  DAVIS  risked  and  obtained  leave  to 
have  printed  ili  the  Record  a  radio  address 
on  the  subject  America  and  the  Union  Label, 
delivered  by,  I.  M  Ornburn,  secretary-treas¬ 
urer,  unionflabel  trades  department,  Amer¬ 
ican’  Federation  of  Labor,  on  September  1, 
1941,  which  appears  in  the  Appendix.] 

ARTICLE  BY  FRANK  R.  KENT  ON  RE¬ 
TRENCHING  NONESSENTIAL  SPENDING 
[Mr.  BYRD  asked  and  obtained  leave  to 
have  printed  in  the  Record  an  article  by 
Frank  R.  Kent,  published  in  the  Baltimore 
Sun  of  September  3,  on  the  necessity  of 
retrenching  nonessential  spending,  which  ap¬ 
pears  in  the  Appendix.] 
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ARTICLE  BY  WILLIAM  ALLEN  WHITE  ON 
UNITED  STATES  FOREIGN  POLICY 
[Mr  CONNALLY  asked  and  obtained  leave  j 
to  have  printed  in  the  Record  an  article  by  i 
William  Allen  White  on  the  subject  United  ] 
States  Foreign  Policy  Held  Peaceful,  pub¬ 
lished  in  the  Washington  Star  of  August  31,  i 
1941,  which  appears  in  the  Appendix.) 

ARTICLE  BY  WILLIAM  ALLEN  WHITS  ON 
THE  ROAD  TO  PEACE 
[Mr.  CONNALLY  asked  and  obtained  leave 
to  have  printed  in  the  Record  an  article  by  j 
William  Alien  White  entitled  “The  Road  to  I 
Peace  ’’  published  in  the  Emporia  (Kans.) 
Gazette  of  August  21,  1941,  which  appears  in 
the  Appendix  i 

MESSAGE  FROM  THE  HOUSE 

A  message  from  the  House  of  Rspie- 
sentatives,  by  Mr.  Calloway,  one  of  its 
reading  clerks,  communicated  to  the. 
Senate  the  intelligence  of  the  death  of 
Hon.  Edward  T.  Taylor,  late  a  Repre- 
sentative  from  the  State  oi  Colorado,  and 
transmitted  the  resolutions  of  the  House 

til!Prprm  ‘  - - —4 

REVENUE  ACT  OF  1941 
The  Senate  resumed  the  consideration 
of  the  bill  (H  R.  5417)  to  provide  reve¬ 
nue  and  for  other  purposes. 

Mr.  DANAHER.  Mr.  President,  yes¬ 
terday,  without  having  had  a  chance  to 
examine  the  minority  views  filed  by  the 
Senator  from  Wisconsin  [Mr.  La  Fol- 
letteI,  I  had  given  notice  to  the  chair¬ 
man  of  the  committee  of  my  intention  to 
file  an  amendment  repealing  the  pro¬ 
posed  use  tax  on  motor  vehicles.  I  wish 
to  say  now  to  the  Senator  from  Wiscon¬ 
sin  that  I  have  since  read  the  minority 
views  which  he  filed,  and  I  absolutely 
concur  in  the  section  in  which  he  deals 
with  the  subject,  and  shall  be  most  happy 
to  collaborate  with  him  in  any  amend¬ 
ment  which  he  proposes  with  reference 
to  that  particular  subject. 

The  VICE  PRESIDENT.  The  clerk 
will  state  the  first  committee  amendment 
passed  over. 

The  Chief  Clerk.  The  first  amend¬ 
ment  passed  over  is,  on  page  22,  after 
line  2,  to  insert: 

Sec.  111.  Personal  exemption. 

(a)  Section  25  (b)  (1)  of  the  Internal 

Revenue  Code  is  amended  to  read  as  follows: 

“(1)  Personal  exemption:  In  the  case  of  a 
single  person  or  a  married  person  not  living 
with  husband  or  wife,  a  personal  exemption 
of  $750;  or  in  the  case  of  the  head  of  a  family 
or  a  married  person  living  with  husband  or 
wife,  a  personal  exemption  of  $1,500.  A  hus¬ 
band  and  wife  living  together  shall  receive 
but  one  personal  exemption.  The  amount  ot 
such  personal  exemption  shall  be  $1,500.  If 
such  husband  and  wife  make  separate  re¬ 
turns,  the  personal  exemption  may  be  taken 
bv  either  or  divided  between  them,  except 
that  if  one  spouse  makes  a  return  under 
Supplement  T.  the  personal  exemption  of  the 
other  spouse  shall  be  $750.” 

(b)  Section  214  of  the  Internal  Revenue 
Code  (relating  to  personal  exemption  of  non¬ 
resident  alien  individuals)  is  amended  by 
striking  out  “$800”  and  inserting  in  lieu 
thereof  “$750.” 

(c)  Section  251  (f)  of  the  Internal  Reve¬ 
nue  Code  (relating  to  personal  exemption  of 
citizens  entitled  to  benefits  of  section  251) 
is  amended  by  striking  out  “$800”  and  insert¬ 
ing  in  lieu  thereof  “$750.” 

Mr  LA  FOLLETTE.  Mr.  President,  I 
rise  to  oppose  the  committee  amendment 


providing  for  an  additional  reduction  in 
the  personal  income-tax  exemptions. 

It  may  be  remembered  by  some  Sen¬ 
ators  that  for  a  number  of  years,  in  con¬ 
nection  with  past  tax  bills,  I  have  offered 
amendments  proposing  reductions  in  the 
personal  exemptions  in  the  income-tax 
laws.  The  amendments  I  have  offered  in 
past  years  provided  for  a  reduction  in  the 
then-existing  exemptions  for  married 
persons  from  $2,500  to  $2,000  and  for 
single  persons  from  $1,000  to  $800.  Those 
provisions  were  incorporated  in  the  reve¬ 
nue  bill  of  last  year  by  the  House  Waj^s 
and  Means  Committee  and  confirmed  by 
the  Senate. 

In  connection  with  the  general  subject 
of  personal  exemptions,  I  hope  the  Sen¬ 
ate  will  bear  in  mind  that  as  we  go  down 
into  the  low-income  group  we  reach  a 
point  where  we  begin,  by  the  process  of 
taxation,  to  reduce  the  standard  of  living 
of  the  persons  affected.  As  an  example 
of  what  I  have  in  mind,  I  wish  to  refer  to 
the  minimum  food  requirements  as  esti¬ 
mated  by  the  Department  of  Agriculture. 

In  a  circular,  No.  295,  entitled  “Diets 
at  Four  Levels  of  Nutritive  Content  and 
Cost,”  the  necessary  expenditures  for 
food  for  a  restricted  diet,  for  emergency 
use  only,  are  estimated  at  $350.  This  es¬ 
timate  is  based  on  the  1929  price  level 
and  is  intended  to  supply  a  family  con¬ 
sisting  of  two  moderately  active  adUits 
and  three  children,  aged  3,  5,  and  13 
years,  respectively.  I  wish  to  emphasize 
that  it  is  a  minimum  emergency  diet. 
The  minimum  food  cost  for  an  adequate 
diet  for  the  same  family  is  estimated  at 
$500  annually,  a  moderate  food  cost  for 
an  adequate  diet  at  $800  annual'  y,  and  a 
liberal  diet  at  $950  annually. 

The  average  family  with  a  $1,500  in¬ 
come  spends  approximately  35  percent 
of  its  total  income  for  food;  the  average 
family  with  an  income  of  $10,000  and  over 
spends  18  percent  of  total  income  foi 
food.  In  dollars,  the  average  is  about 
$525  per  family  in  the  $1, 500-income 
class.  Obviously,  therefore,  comparing 
$525  with  $500,  the  average  family  with 
an  income  of  $1,500  annually  is  living 
only  barely  above  the  minimum  stand¬ 
ard  set  up  by  the  United  States  Depart¬ 
ment  of  Agriculture. 

According  to  the  report,  the  emergency 
diet  to  which  I  have  referred  contains  an 
irreducible  minimum  of  foods,  and  is  not 
considered  adequate  for  use  over  an  in¬ 
definite  period. 

I  have  an  additional  objection  to  the 
further  reduction  of  the  personal  income 
tax  exemptions  because  of  the  enormous 
increase  which  has  occurred  in  recent 
years  in  the  Federal  tax  structure  of  what 
are  commonly  termed  regressive  types  of 
taxation— manufacturers’  excise  taxes 
and  retail  sales  taxes.  That  portion  of 
the  Federal  tax  structure  has  been  con¬ 
stantly  increased  in  recent  years.  That 
must  be  borne  in  mind  in  considering  the 
total  impact  of  Federal  taxes  upon  those 
in  the  lower  income  groups. 

Already,  due  to  the  increase  in  excise 
taxes  and  sales  taxes,  which  are  ulti¬ 
mately  paid  by  the  consumer,  and  which 
have  no  relation  to  ability  to  pay,  we  have 
dipped  into  the  pockets  of  the  low-income 
groups  in  this  country  by  asking  them  to 
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contribute  additional  sums  of  money  to 
the  support  of  the  activities  of  the  Fed¬ 
eral  Government,  including  national  de¬ 
fense. 

I  should  like  to  refer  further,  in  this 
connection,  to  the  studies  of  the  National 
Resources  Committee  on  average  con¬ 
sumer  expenditures  at  the  $1,500  income 
level,  to  which  point  the  committee  now 
proposes  to  go  in  the  taxation  of  the  head 
of  a  family.  According  to  this  study,  as 
previously  stated,  35  percent  of  the  in¬ 
come  at  this  level  is  spent  for  food,  or, 
$525;  19  percent  is  spent  for  housing,  or 
$285;  11  percent  is  spent  for  household 
operations,  or  $165;  10  percent  is  spent 
for  clothing,  or  $150;  6  percent  is  spent 
for  medical  care,  or  $90;  education,  rec¬ 
reation,  and  other  miscellaneous  ex¬ 
penses  aggregate  19  percent,  or  $285. 

I  have  a  further  objection  to  the  pro¬ 
posed  reduction  in  the  personal  income 
tax  exemptions  under  the  pending  bill. 
That  objection  is  based  upon  my  firm 
conviction  that  the  existing  tax  structure 
is  inequitable,  and  that  the  proposed  law 
would  make  it  more  so.  That  was  the 
position  taken  by  the  head  of  the  Treas¬ 
ury  Department,  Secretary  Morgenthau, 
when  he  appeared  before  the  Finance 
Committee.  He  did  not  recommend  or 
advocate  a  reduction  in  the  personal  in¬ 
come  tax  exemption  unless  and  until  cer¬ 
tain  inequities,  which  he  conceived  to  be 
existing  in  the  present  structure  and  in 
the  pending  bill,  had  been  corrected.  I 
desire  to  quote  briefly  from  his  statement 
on  this  point.  He  said: 

We  ought  not  to  accept  such  sacrifices — 

Referring  to  the  sacrifices  of  those  in 
the  lower  income-tax  group  if  the  exemp¬ 
tions  were  reduced — 

We  ought  not  to  accept  such  sacrifices,  even 
though  willing  sacrifices,  from  millions  of 
people  with  low  incomes  on  whom  the  burden 
of  ether  types  of  taxes  falls  most  heavily,  un¬ 
less  we  reach  in  other  places  ability  to  pay 
which  is  escaping  its  fair  share  of  taxes. 
Among  these  are  the  following: 

The  excess-profits  tax  exempts  profits  of 
even  the  most  prosperous  corporation,  except 
to  the  extent  that  such  profits  are  in  excess 
of  its  average  profits  for  the  years  1936-  39. 
Surely  Congress  will  not  wish  to  impose  addi¬ 
tional  taxes  on  millions  more  of  our  low- 
income  group  unless  it  also  imposes  the 
excess-profits  tax  on  exempt  excess  profits  of 
such  corporations. 

Families  pay  lower  Federal  income  taxes 
when  both  husband  and  wife  receive  incomes 
than  when  the  same  total  amount  of  income 
is  received  by  only  one  of  them.  This  is  a 
discrimination  of  which  many  wealthy  peo¬ 
ple  have  taken  advantage  by  large  gifts  of 
income-producing  property  between  husband 
and  wife. 

The  Secretary  further  stated: 

For  years  the  concerns  engaged  in  extract¬ 
ing  certain  of  our  natural  resources,  notably 
oil,  have  been  granted  far  greater  allowances 
for  depletion  than  can  be  justified  on  any 
reasonable  basis  of  tax  equity.  If  the  in¬ 
come  tax  is  to  be  extended  to  lower  incomes, 
this  privilege  of  tax  escape  should  simul¬ 
taneously  be  removed. 

A  few  months  ago  the  Congress  eliminated 
the  tax-exemption  privilege  from  new  issues 
of  Federal  securities.  The  purchasers  of  new 
State  and  local  securities  still  enjoy  this  ex¬ 
emption.  The  exemption  was  inequitable 
and  expensive  even  in  normal  times.  It  can¬ 
not  be  borne  longer  in  a  time  like  this,  and 
especially  if  we  are  to  increase  the  direct  tax 
burdens  of  persons  with  smaller  incomes. 


In  its  suggestion  to  the  Ways  and  Means 
Committee,  the  Treasury  recommended  sub¬ 
stantial  increases  in  estate  and  gift  taxes  and 
lower  exemptions.  In  part,  this  recommenda¬ 
tion  was  followed:  but,  in  my  opinion,  the 
estate  and  gift  taxes  should  reach  more 
estates  and  provide  more  revenue  if  we  are 
going  to  tax  smaller  incomes. 

He  also  stated,  in  his  suggestion  to  the 
Ways  and  Means  Committee: 

The  Treasury  recommended  substantial 
increases  in  estate  and  gift  taxes,  and  lower 
exemptions.  In  part  its  recommendation 
was  followed,  but  in  my  opinion  the  estate 
and  gift  taxes  should  reach  more  estates  and 
provide  more  revenue  if  we  are  going  to  tax 
smaller  incomes. 

Mr.  President,  I  could  not  make  a  bet¬ 
ter  statement  of  my  objection  to  the 
reduction  of  income-tax  exemptions  pro¬ 
posed  by  the  pending  bill  than  was  made 
by  the  Secretary  of  the  Treasury.  Cer¬ 
tainly  we  are  not  justified,  it  seems  to 
me,  in  reaching  down  into  that  group 
whose  incomes,  as  every  study  shows,  are 
already  inadequate  to  provide  a  decent 
standard  of  living  to  protect  the  health 
of  parents  and  children  and  to  afford  op¬ 
portunities  for  the  education  of  the  chil¬ 
dren  until  we  have  had  the  courage  and 
have  taken  the  time  to  revise  the  exist¬ 
ing  tax  structure  in  such  a  manner  as  to 
prevent  some  of  the  inequities,  some  of 
the  extraordinary  loopholes  because  of 
which  corporations  and  persons  in  the 
higher  income-tax  groups  enjoy  benefits. 

I  recognize  that  the  tax  structure  has 
become  so  complicated  and  so  complex 
that  it  is  difficult,  if  not  impossible,  tor 
the  average  citizen  to  understand  it. 
Nevertheless,  I  say  that  in  the  critical 
emergency  which  confronts  this  country 
it  should  be  a  part  of  the  objective  of 
Congress  to  make  certain  that  the  tax¬ 
payers  who  are  called  upon  to  make  these 
extraordinary  sacrifices  feel  that  they 
are  doing  so  under  a  tax  structure  which 
places  the  burden  of  taxation,  insofar  as 
possible,  on  the  sound  principle  of  ability 
to  pay,  and  which  levies  the  taxes  in  such 
manner  that  there  can  be  no  claim  made 
by  an  humble  citizen,  as  well  as  by  the 
Secretary  of  the  Treasury,  that  the 
structure  is  inequitable,  and  that  ex¬ 
traordinary  and  inordinate  sacrifices  are 
demanded  of  those  in  the  lower  income 
groups,  while  corporations  and  others  in 
the  higher  income-tax  brackets  are  not 
required  to  pay  their  fair  share. 

Mr.  President,  I  recognize  that  the 
particular  amendment  now  pending  is 
estimated  to  raise  a  very  substantial 
amount  of  revenue.  It  is  estimated  that 
the  reduction  in  the  personal  income-tax 
exemptions  will  increase  the  yield  above 
the  House  bill  by  $303,700,000,  which  is 
a  very  substantial  amount  of  revenue. 
The  parliamentary  situation  is  such  that 
I  cannot  specifically  offer  an  alternative 
to  this  proposed  reduction  in  the  per¬ 
sonal-income  exemption,  but  I  make  the 
statement  that  I  shall  offer  an  amend¬ 
ment  to  the  estate-tax  provision  embody¬ 
ing  the  schedules  recommended  by  the 
Treasury  Department  to  the  Ways  and 
Means  Committee,  which  will  in  the 
aggregate  produce  an  additional  $202,- 
.  000,000.  At  least  it  can  be  said,  Mr. 
President,  that  such  an  effort  to  raise 
taxes  will  be  predicated  upon  the  prin¬ 
ciple  of  ability  to  pay.  That  would  leave 


a  difference  of  $101,000,000,  which  would 
be  taken  from  the  total  yield  of  this  bill, 
but,  in  my  opinion,  it  would  be  a  small 
price  to  pay  in  order  that  we  may  at 
least  assure  those  in  the  lower  income 
groups  that  we  are  not  going  to  approach 
them  with  a  tax-pincers  movement,  so  to 
speak,  while  hitting  them  hard  by  the 
increases  in  the  manufacturers’  excise 
taxes  and  in  the  sales  taxes.  They  pay 
those  taxes.  Let  no  one  have  any  delu¬ 
sions  on  that  point.  The  manufacturers’ 
excise  tax  is  passed  on  to  the  ultimate 
consumer.  The  testimony  given  before 
the  committee  is  replete  with  such  evi¬ 
dence.  The  direct  sales  taxes  imposed 
by  this  bill  obviously  will  be  paid  by  the 
ultimate  consumer. 

Mr.  President,  I  repeat  that  such  taxes 
are  regressive  in  their  nature.  They  are 
not  predicated  upon  any  principle  of 
ability  to  pay.  They  violate  that  prin¬ 
ciple  for  the  obvious  reason  that  persons 
in  the  lower  income  groups  must  spend  a 
larger  percentage  of  their  incomes  to 
maintain  their  families  and  to  support 
life  itself,  while  those  in  the  higher 
income  groups  pay  out  a  lesser  percent¬ 
age  of  their  total  incomes  for  the  com¬ 
modities  on  which  the  manufacturers’ 
excise  and  retail  sales  taxes  are  levied. 

Mr.  TAFT.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LA  FOLLETTE.  I  yield. 

Mr.  TAFT.  Merely  for  the  purpose  of 
the  record,  let  me  state  that  of  the 
$303,000,000  which  is  to  be  raised  by  low¬ 
ering  the  exemptions,  only  $50,000,000 
will  come  from  the  new  taxpayers  who 
will  come  under  the  law. 

Mr.  LA  FOLLETTE.  Yes.  I  was  com¬ 
ing  to  that  point. 

Mr.  TAFT.  It  is  also  true,  is  it  not, 
that,  whereas  a  new  taxpayer  pays  the 
lowest  rate,  the  lowering  of  the  exemp¬ 
tion  increases  the  tax  of  every  income 
taxpayer,  and  increases  the  wealthy 
man’s  tax  more  in  dollars  and  cents,  at 
least,  because  it  increases  the  amount  he 
has  to  pay  in  the  higher  brackets. 

Mr.  LA  FOLLETTE.  Yes. 

Mr.  TAFT.  So  it  cannot  be  said  that, 
like  the  taxes  on  automobiles,  it  is  an 
absolutely  even  tax.  The  effect  of  the 
lowering  of  the  exemption  is  to  impose 
a  graduated  tax  somewhat  in  accordance 
with  ability  to  pay. 

Mr.  LA  FOLLETTE.  Yes,  Mr.  Presi¬ 
dent;  but  it  is  not  very  much  in  accord¬ 
ance  with  the  ability  to  pay.  I  now  quote 
from  the  majority  report: 

It  has  been  estimated  by  the  Treasury  De¬ 
partment  that  this  reduction  in  the  personal 
exemptions  will  require  the  filing  of  4,911,000 
new  income-tax  returns  and  will  increase 
the  number  of  income  taxpayers  by  2,256,- 
000.  Under  the  House  bill,  it  is  estimated 
that  17,107,000  individual  income-tax  returns 
would  have  been  filed,  of  which  10,925,000 
would  have  been  taxable.  Under  the  Finance 
Committee  bill  it  is  estimated  that  22,108,000 
individual  income-tax  returns  will  be  filed, 
of  which  13,181.000  will  be  taxable. 

I  quote  further  from  the  report: 

The  decrease  in  the  personal  exemptions 
has  the  effect  of  increasing  the  tax  through¬ 
out  the  bracket  structure.  This  increase — 

I  emphasize  this — 

is  substantial  in  the  lower  brackets.  The 
following  table  sets  cut  the  additional  bur¬ 
den  on  single  persons  and  on  married  per- 
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sons  without  dependents  caused  solely  by  the 
reduced  exemptions. 

A  married  man  with  no  dependents, 
having  a  net  income  of  $2,000,  will  pay 
out  an  additional  $40.70  as  a  result  of 
reducing  the  tax  exemption;  a  person 
with  a  net  income  of  $8,000  will  pay  out 
$104.50  additional;  and  a  person  with 
$5,000,000  of  net  income  will  pay  out 
$351  additional. 

So  it  becomes  apparent,  Mr.  President, 
that  the  lowering  of  the  exemptions  will 
not  have  the  effect  of  imposing  addi¬ 
tional  graduated  taxes  as  would  be  the 
case  if  we  were  to  readjust  the  income- 
tax  structure  itself.  Pulling  down  the 
exemption  will  have  the  effect  of  putting 
income  in  the  upper  brackets  in  a  higher 
surtax  bracket,  but  it  is  not  graduated 
sufficiently,  nor  does  it  fall  in  any 
equitable  manner.  I  want  that  to  be 
made  perfectly  clear. 

Mr.  President,  it  is  easy  enough  to 
say,  “In  the  light  of  the  emergency  why 
should  not  a  married  man  with  no  de¬ 
pendents  be  asked  to  pay  $40.70  more 
into  the  Federal  Treasury?”  That  ap¬ 
pears  on  the  surface  as  a  plausible  argu¬ 
ment,  but  it  is  my  contention  that  when 
we  reach  down  with  the  tax  mechanism 
into  the  incomes  which  are  below  the 
existing  exemptions,  we  lower  the  stand¬ 
ard  of  living.  In  addition,  the  proposal 
to  lower  the  exemptions  does  not  take 
into  account  the  taxes  which  are  already 
being  paid  by  persons  in  the  lower  in¬ 
come  group. 

I  quote  statistics  from  Monograph  No. 

3  submitted  to  the  Temporary  National 
Economic  Committee,  entitled  “Who 
Pays  the  Taxes?”  The  monograph 
shows  that  persons  receiving  incomes 
under  $500  pay  out  21.9  percent  of  their 
income  in  taxes.  That  includes  all 
taxes,  Federal,  State,  and  local,  based 
on  the  tax  structure  of  1939.  In  the 
case  of  persons  receiving  incomes  from 
$500  to  $1,000,  18  percent  of  the  income 
is  being  paid  out  in  taxes.  In  the  case 
of  persons  receiving  incomes  from  $3,000 
to  $5,000  the  figure  is  17.6  percent.  Not 
until  the  very  highest  brackets  are 
reached  does  the  percentage  of  income 
paid  in  taxes  exceed  the  21.9  percentage 
which  is  paid  in  the  lowest  bracket. 

So,  it  cannot  be  said  that  we  are 
simply  asking  for  $40.70  from  a  mar¬ 
ried  man  with  no  dependents.  We  are 
asking  that  amount  on  top  of  all  the 
Federal,  State,  and  local  taxes  which  he 
is  now  paying,  a  burden  which  is  more 
than  $356  on  a  $2,000  income,  according 
to  the  T.  N.  E.  C.  report. 

Mr.  President,  I  do  not  wish  longer  to 
delay  the  Senate.  I  should  like  to  point 
out,  however,  that  the  present  taxes  on 
an  income  of  a  thousand  dollars  received 
by  a  single  person  amounts  to  $4.40.  The 
Finance  Committee  bill  brings  that  tax 
up  to  $21,  or  an  increase  of  $16.60,  a  per¬ 
centage  increase  of  337  percent. 

The  present  tax  on  a  $3,000  income  of 
a  married  person  is  $30.80.  The  Finance 
Committee  bill  would  raise  that  tax  to 
$138.  This  is  an  increase  of  $107.20,  or 
348  percent.  The  increase  in  rates  ac¬ 
counts  for  $57.70,  or  187  percent,  and  the 
lowered  exemption  accounts  for  $49.50, 
or  161  percent. 


I  should  like  now  to  quote  very  briefly 
from  what  I  said  on  June  19,  1940,  on 
the  floor  of  the  Senate : 

As  the  chief  advocate  in  this  body  in  past 
years  for  broadening  the  income-tax  base,  I 
must  now  state  that  I  consider  it  is  a  gross 
inequity  to  the  low-income  taxpayers  to  ask 
them  to  increase  their  taxes,  and,  at  the 
same  time  fail  to  ask  the  corporations,  which 
are  going  to  be  vastly  enriched  by  the  neces¬ 
sity  for  national  rearmament,  to  carry  their 
fair  share  of  the  load,  according  to  their 
ability. 

It  is  my  contention,  as  previously 
stated,  that  the  bill  intensifies  and  aggra¬ 
vates  the  inequities  in  our  present  tax 
structure.  As  the  tax  load  increases,  the 
impact  of  an  inequitable  structure  be¬ 
comes  all  the  more  acute  from  the 
standpoint  of  the  functioning  of  our 
economy  and  from  the  standpoint  of  the 
willingness  of  the  taxpayers  to  carry  their 
share  of  the  load. 

I  should  like  also  to  quote  from  an 
article  in  Fortune  magazine  for  August 
1941  by  Hon.  Marriner  S.  Eccles,  Chair¬ 
man  of  the  Board  of  Governors  of  the 
Federal  Reserve  System : 

During  the  emergency  the  excess-profits 
tax  should,  in  my  opinion,  be  the  keystone 
of  a  well-balanced  tax  program.  Increased 
taxes,  however,  should  not  be  imposed  on  the 
great  numbers  of  small  business  concerns 
and  on  millions  of  individual  taxpayers  until 
they  have  been  given  every  reasonable  as¬ 
surance  that  the  funds  they  are  being  asked 
to  provide  will  not  go  to  swell  the  profits  of 
wealthy  individuals  and  corporations. 

One  further  thought,  and  I  shall  be 
through.  Let  it  be  remembered,  Mr. 
President,  that  the  persons  in  the  lower 
income  groups  will  feel  first  and  most 
severely  the  impact  of  the  increase  in  the 
cost  of  living.  As  I  have  previously  stated, 
when  we  go  down  into  the  very  low- 
income  groups  we  are  taxing  persons  who 
are  already  paying  substantial  sums  in 
the  form  of  excise  taxes,  sales  taxes,  and 
State  and  local  taxes;  and  we  are  taxing 
them  at  the  expense  of  their  standard  of 
living. 

We  all  know  that  prices  have  risen  in 
recent  months  as  a  result  of  the  impact 
of  the  defense  program.  Those  in  the 
lower  income  groups  suffer  most,  because 
a  decrease  in  their  standard  of  living 
means  a  decrease  in  health,  housing 
standards,  and  medical  care. 

Mr.  President,  I  am  sure  that  every 
Senator  was  shocked,  as  was  I,  to  find 
when  the  draft  went  into  effect  that  the 
medical  officers  of  the  Army  were  forced 
to  reject  because  of  physical  defects  40 
percent  of  the  selectees  called  up  for  ex¬ 
amination.  In  the  richest  country  in  the 
world  I  think  that  fact  should  give  pause 
to  legislators  who  have  the  power  to  wield 
the  sharp  ax  of  taxation. 

I  hope  the  committee  amendment  will 
be  rejected,  and  that  the  Senate  will  then 
give  favorable  consideration  to  an  estate- 
tax  amendment  I  shall  offer  which  would 
restore  all  but  $101,000,000  of  the  amount 
which  would  be  lost  by  the  rejection  of 
this  committee  amendment. 

Mr.  HILL.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LA  FOLLETTE.  I  yield. 

Mr.  HILL.  I  wonder  if  the  Senator 
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proposes  to  offer  an  amendment  dealing 
with  the  excess-profits  taxes? 

Mr.  LA  FOLLETTE.  As  the  Senator 
knows,  I  have  made  that  fight  several 
times. 

Mr.  HILL.  I  well  remember  the  very 
valiant  fights  the  Senator  has  made  in  the 
past. 

Mr.  LA  FOLLETTE.  If  the  Senator 
has  taken  time  to  glance  over  the  minor¬ 
ity  views  filed  by  me,  he  will  see  that  I 
feel  that  the  present  excess-profits  tax  is 
wholly  inadequate;  that  it  does  not  do 
the  job  that  the  excess-profits  tax  did 
during  the  last  war;  and  that  the  tax 
structure  will  be  inequitable  and  unjust 
so  long  as  we  do  not  remedy  that  condi¬ 
tion.  However,  I  have  the  feeling — and 
I  will  be  perfectly  frank  with  the  Sen¬ 
ator— that  in  view  of  the  pressure  upon 
us  to  pass  this  bill,  and  the  fact  that  the 
House  Ways  and  Means  Committee 
failed  to  act  upon  the  Treasury  recom¬ 
mendations  for  alteration  of  the  excess- 
profits-tax  structure,  in  all  probability 
my  efforts  would  be  futile  at  this  time. 

I  intend  to  await  a  more  opportune  mo¬ 
ment  when  I  hope  there  will  be  greater 
opportunity  for  deliberative  considera¬ 
tion. 

Mr.  HILL.  Does  the  Senator  think 
there  will  be  a  more  opportune  moment 
at  any  time  in  the  near  future? 

Mr.  LA  FOLLETTE.  The  able  chair¬ 
man  of  the  Ways  and  Means  Committee 
has  already  announced  that  we  are  to 
have  another  tax  bill  in  1942.  So  I  feel 
certain  that  there  will  be  another  oppor¬ 
tunity.  In  the  meantime,  we  shall  have 
additional  experience  under  this  bill, 
which  I  hope  will  then  convince  the 
majority  of  the  Congress  that  we  should 
thoroughly  revise  the  excess-profits-tax 
structure. 

Mr.  WILEY.  Mr.  President,  will  my 
colleague  yield  for  a  question? 

Mr.  LA  FOLLETTE.  I  am  glad  to 
yield.  .  .  , 

Mr.  WILEY.  I  was  very  much  inter¬ 
ested  in  the  Senator’s  comments.  As  I 
recall,  under  the  terms  of  the  pending 
amendment,  4,000,000  new  taxpayers 
would  be  brought  into  the  picture  if  the 
amendment  should  become  law.  I  should 
like  to  ask  the  Senator  about  how  much 
money  those  4,000,000  would  pay  into  the 
Treasury? 

Mr.  LA  FOLLETTE.  If  my  recollec¬ 
tion  serves  me  correctly,  the  Treasury 
estimate  is  $50,000,000. 

Mr.  BARKLEY.  Mr.  President,  will 
the  Senator  yield? 

Mr  LA  FOLLETTE.  I  yield. 

Mr.  BARKLEY.  The  Senator  does 
not  include  in  his  statement  the  entire 
amount  which  would  be  raised? 

Mr  LA  FOLLETTE.  I  have  stated 
several  times  that  $303,700,000  is  the 
total  amount  which  would  be  raised,  but 
my  colleague  the  Senator  from  Wisconsin 
[Mr.  Wiley  1  asked  me  directly  about  the 
new  taxpayers.  My  recollection  is  that 
about  $50,000,000  would  be  paid  by  them. 

Mr.  WILEY.  I  remember  the  state¬ 
ment  that  an  additional  amount  of  ap¬ 
proximately  $300,000,000  would  be  im¬ 
posed  if  the  exemptions  were  reduced 
with  respect  to  the  remainder  of  the 
taxpayers.  Is  that  correct? 
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Mr.  LA  FOLLETTE.  Yes. 

Mr.  WILEY.  How  many  do  they  con¬ 
stitute  in  number,  not  counting  the 
4,000,000  new  taxpayers? 

Mr.  LA  FOLLETTE.  I  again  quote 
from  the  majority  report: 

It  has  been  estimated  by  the  Treasury 
Department  that  this  reduction  in  the  per¬ 
sonal  exemptions  will  require  the  filing  of 
4,911,000  new  income-tax  returns  and  will 
increase  the  number  of  income  taxpayers  by 
2,256,000. 

The  point  is,  of  course,  that  by  reducing 
the  exemptions  we  may  require  persons 
to  file  returns,  but  not  all  those  who  file 
returns  will  pay  any  taxes,  any  more  than 
all  those  who  now  file  returns  pay  taxes. 
In  other  words,  under  any  given  rate  of 
exemptions  always  more  persons  file  re¬ 
turns  than  are  required  to  pay. 

Mr.  WILEY.  Well,  of  course - 

Mr.  LA  FOLLETTE.  Let  me  complete 
the  thought,  and  perhaps  it  will  answer 
the  Senator’s  question  in  full. 

Under  the  House  bill  it  is  estimated 
that  17,107,000  individual  income-tax  re¬ 
turns  would  have  to  be  filed,  of  which 
10,925,000  would  have  been  taxable. 
Under  the  Finance  Committee  bill  it  is 
estimated  that  22,108,000  individual  in¬ 
come-tax  returns  will  be  filed,  of  which 
13,181,000  will  be  taxable. 

Mr.  WILEY.  That  gives  me  the  in¬ 
formation  I  sought.  In  other  words,  if 
the  pending  amendment  becomes  law, 
there  will  be  22,000,000  persons  who  will 
have  to  file,  but  there  wrill  be  13,000,000 
who  will  have  to  pay,  which  includes  ap¬ 
proximately  2,250,000  new  payers. 

Mr.  LA  FOLLETTE.  That  is  correct. 

Mr.  WILEY.  In  other  words,  that 
leaves  about  10,000,000  of  the  old  tax¬ 
payers  to  pay  the  additional  amount. 
That  is  approximately  correct,  is  it  not? 

Mr.  LA  FOLLETTE.  Roughly  speak¬ 
ing,  yes. 

Mr.  WILEY.  In  listening  to  the  Sena¬ 
tor’s  argument,  which  was  very  illuminat¬ 
ing,  it  occurred  to  me  that  this  matter  is 
like  a  two-edged  sword.  If  we  do  not 
adopt  this  amendment.  Senators  will  be 
incidentally  reducing  the  amount  of  tax 
that  they  will  have  to  pay,  too.  Is  that 
not  correct? 

Mr.  LA  FOLLETTE.  Yes;  and  assum¬ 
ing  that  a  Senator’s  net  income  without 
any  deduction  is  $10,000,  and  that  he  is  a 
married  man  with  no  dependents,  the 
reduction  of  the  exemption  would  have 
the  effect  of  increasing  his  tax  by  $126.50. 

Mr.  WILEY.  I  arrived  at  substantially 
the  same  figures  my  colleague  has  given 
me.  In  other  words,  if  we  do  not  adopt 
this  amendment  we  shall  be  saving  our¬ 
selves  $126  and  some  cents.  On  the  other 
hand,  if  we  do  adopt  it  we  shall  provide 
that  a  man  who  has  an  income  of  $1,500 
and  is  single  will  pay  $63,  whereas  if  he 
is  married  he  will  pay  $1,  according  to 
this  schedule.  A  single  man  with  an  in¬ 
come  of  $1,600  will  pay  $72,  and  a  mar¬ 
ried  man  having  the  same  income  will  pay 
only  $6. 

It  seems  to  me,  in  view  of  those  circum¬ 
stances,  that  we  are  liable  to  be  criti¬ 
cized  if  we  do  take  this  action,  and  we 
are  liable  to  be  criticized  if  we  do  not.  It 
may  be  said  that  we  have  a  personal  in¬ 
terest  in  the  matter. 


Mr.  LA  FOLLETTE.  Mr.  President,  of 
course,  Senators  drawing  a  salary,  as  well 
as  Representatives,  cannot  enact  legisla¬ 
tion  affecting  the  individual  income-tax 
structure  without  having  some  effect 
upon  their  own  taxes.  My  contention  is 
that  it  is  unjustifiable  to  go  down  into  the 
lower-income  groups  in  order  to  obtain 
additional  revenue.  If  the  Senator 
wishes  to  increase  the  taxes  on  persons 
whose  incomes  are  above  the  present  ex¬ 
emptions,  he  can  accomplish  that  result 
by  increasing  the  surtax  rates.  Further¬ 
more,  let  me  say  that  the  House  has  al¬ 
ready  taken  action  which  has  the  effect 
of  increasing  the  surtaxes;  so  the  Sena¬ 
tor  will  not  be  left  out  of  this  bill  when 
he  comes  to  make  out  his  income-tax  re¬ 
turn.  He  will  find  a  very  substantial  in¬ 
crease  in  his  income  tax,  due  to  the 
action  of  the  House,  which  has  been  con¬ 
firmed  by  the  Senate. 

Mr.  DAVIS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LA  FOLLETTE.  I  yield. 

Mr.  DAVIS.  Does  the  Senator  recall 
the  amount  that  it  would  cost  to  collect 
taxes  in  accordance  with  the  schedule 
shown  on  page  7  on  incomes  from  $750 
to  $2,975? 

Mr.  LA  FOLLETTE.  No,  Mr  Presi¬ 
dent;  I  have  no  estimate  of  the  cost.  As 
I  remember,  it  was  a  substantial  or  a 
considerable  sum,  but  I  have  not  those 
figures  at  hand. 

Mr  GEORGE.  Mr.  President - 

Mr.  DAVIS.  As  I  recall  now,  I  think 
the  Treasury  said  that  the  cost  of  col¬ 
lection  would  be  greater  than  the  amount 
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Mr.  LA  FOLLETTE.  No;  I  do  not 
think  that  statement  was  made  under 
any  circumstances.  There  would  be  some 
slight  increase  in  the  cost  of  collection. 

Mr.  GEORGE.  Mr.  President,  the 
Treasury  estimates  that  by  the  use  of 
the  short  form,  which  would  embrace 
every  one  of  the  new  taxpayers  brought 
in,  there  would  not  be  any  substantial 
increase  in  the  actual  cost  of  collection. 

Mr.  DAVIS.  I  think  the  Secretary  told 
us  that  it  would  cost  some  $16,000,000. 

Mr.  LA  FOLLETTE.  I  do  not  re¬ 
member  any  such  figure  as  that.  Some 
figure  was  given  prior  to  the  time  the 
short  form  was  adopted;  but,  as  the  Sen¬ 
ator  from  Georgia  has  pointed  out,  there 
is  no  question  that  all  the  new  income- 
tax  payers  to  be  brought  in  by  this 
amendment  will  use  the  short  form,  since 
they  are  so  low  in  the  income  scale  that 
they  would  get  no  advantage  by  trying  to 
calculate  their  income-tax  liability  under 
any  other  procedure.  It  is  true  that  the 
short  form  may  cost  some  $16,000,000, 
but  we  can  tell  better  about  that  after 
we  have  had  experience  under  it. 

Mr.  ADAMS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LA  FOLLETTE.  I  shall  be  glad  to 
yield  to  the  Senator  from  Colorado. 

Mr.  ADAMS.  My  inquiry  is  with  re¬ 
spect  to  the  change  in  the  existing  law 
which  would  be  made  by  the  amendment. 
I  suppose  I  should  know  that. 

Mr.  LA  FOLLETTE.  The  existing  law 
was  changed  last  year,  and  the  exemp¬ 
tion  for  a  married  person  was  reduced 
from  $2,500  to  $2,000.  The  committee 


bill  proposes  to  reduce  that  exemption 
to  $1,500.  The  single  man’s  exemption 
was  reduced  last  year  from  $1,000  to  $800, 
and  the  committee  proposes  to  reduce  it 
to  $750. 

Mr.  ADAMS.  Then  the  result  is  that 
we  are  increasing  the  tax  on  the  married 
man  ten  times  as  much  as  we  are  increas¬ 
ing  the  tax  on  the  single  man.  In  other 
words,  we  are  increasing  the  taxable  in¬ 
come  of  the  married  man,  or  his  family, 
$500.  We  are  increasing  the  taxable  in¬ 
come  of  a  single  man  $50.  Why  should 
the  extra  tax  load  be  put  upon  the  man 
with  a  family  rather  than  upon  the  single 
man? 

Mr.  LA  FOLLETTE.  Mr.  President, 
there  has  been  a  larger  differential  in 
the  exemption  for  a  married  person  as 
against  a  single  person.  The  exemption, 
as  I  stated  before,  was  $2,500  for  a  mar¬ 
ried  person  and  $1,0CQ  for  a  single  person, 
which  was  a  differential  of  $1,500.  When 
the  exemptions  were  reduced  last  year, 
the  married  man’s  exemption  was  re¬ 
duced  from  $2,500  to  $2,000,  and  the  sin¬ 
gle  person’s  exemption  was  reduced  from 
$1,000  to  $800.  The  differential  now  is 
$1,200. 

Mr.  ADAMS.  Yes;  but  we  have  the 
practical  result  that  those  upon  whom 
rests  the  burden  of  family  life  have  im¬ 
posed  upon  them  a  $500  additional  tax 
burden,  while  the  single  man  who  has  no 
such  burden  has  his  tax  burden  increased 
only  $50. 

Mr.  LA  FOLLETTE.  That  is  true; 
but,  as  I  see  the  matter,  we  are  preserv¬ 
ing  the  differential  which  has  existed 
between  the  married  person  and  the 
single  person. 

Mr.  ADAMS.  But  does  the  Senator 
feel  that  an  increase  of  $500  in  one  case 
is  relative  to  an  increase  of  $50  in  the 
other?  It  is  in  the  proportion  of  10  to  1. 

Mr.  LA  FOLLETTE.  I  did  not  say  it 
was  relative.  All  I  said  was  that  it  pre¬ 
serves  in  a  measure  the  differential 
which  has  always  existed  between  single 
persons  and  married  persons. 

Mr.  ADAMS.  I  think  it  rather  a  dis¬ 
criminatory  measure. 

Mr.  LA  FOLLETTE.  As  the  Senator 
knows,  it  is  my  feeling  that  we  are  not 
justified  at  this  time,  in  view  of  the  sit¬ 
uation  and  the  tax  burden  now  carried, 
in  making  any  further  reductions  in  this 
respect. 

Mr.  President,  I  ask  for  the  yeas  and 
nays  on  this  amendment. 

Mr.  GEORGE.  We  want  the  yeas  and 
nays. 

The  yeas  and  nays  were  ordered. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent — 

Mr.  GEORGE.  Does  the  Senator  from 
Missouri  desire  to  discuss  the  matter? 

Mr.  CLARK  of  Missouri.  Yes;  I  wish 
to  discuss  it. 

Mr.  GEORGE.  I  should  like  to  have  the 
privilege  of  making  a  few  concluding  re¬ 
marks. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  intend  to  vote  for  the  pending 
bill,  although  I  do  so  with  very  great  re¬ 
luctance,  because  it  is  certainly  as  unsci¬ 
entific,  haphazard  and  patchwork  a 
measure  as  it  would  have  been  possible 
to  devise  in  this  time  of  great  national 
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crisis.  I  shall  vote  for  it  not  because  it 
is  a  good  bill,  for  I  know  that  it  is  an 
exceedingly  bad  bill,  but  I  shall  vote  for 
it  merely  and  only  because  of  the  fact 
that,  with  the  tremendous  expenditures 
which  the  Congress  has  already  made  or 
authorized,  it  is  absolutely  necessary,  in 
my  opinion,  at  this  time  to  raise  revenue 
if  any  attempt  whatever  is  to  be  made  to 
preserve  national  solvency  by  fair  means 
of  foul. 

Ever  since  I  have  been  a  Member  of 
the  United  States  Senate,  now  some  eight 
and  a  half  years,  and,  to  my  knowledge, 
long  before  that,  in  fact,  almost  ever  since 
the  inception  of  the  present  income-tax 
theory  of  providing  revenue,  every  tax 
bill  which  has  come  before  the  Congress 
of  the  United  States — and  sometimes,  as 
we  know,  they  have  come  as  often  as  twice 
a  year — has  been  accompanied  by  a  sol¬ 
emn  pledge  on  the  part  of  the  party  in 
control  of  the  Congress  and  the  admin¬ 
istration,  sometimes  one  party,  sometimes 
the  other  party,  sometimes  with  one  party 
in  control  of  one  body  and  the  other 
party  in  control  of  the  other  body,  that 
before  the  next  tax  bill  is  brought  in  there 
will  be  a  conscientious,  careful  recasting 
of  the  whole  tax  structure  to  wipe  out 
the  inequalities  and  the  patchwork  which 
have  developed  over  a  period  of  some¬ 
thing  more  than  20  years.  Yet  by  the 
time  the  next  tax  bill  comes  in  to  be  con¬ 
sidered,  by  the  time  the  increase  in  the 
national  expenditures  makes  a  new  tax 
bill  necessary,  invariably  nothing  has 
been  done  toward  an  honest  attempt  to 
recast  the  tax  system  of  the  United  States 
along  scientific  lines. 

Mr.  President,  of  course,  I  am  familiar, 
as  I  suppose  every  other  Member  of  the 
Senate  is  familiar,  with  the  famous  re¬ 
mark  of  a  long-forgotten  British  Chan- 
celor  of  the  Exchequer  who  said  that 
there  is  no  such  thing  as  the  science  of 
taxation,  that  the  whole  principle  in¬ 
volved  in  taxation  is  to  get  the  greatest 
amount  of  feathers  with  the  least  amount 
of  squawking. 

Nevertheless,  Mr.  President,  be  that  as 
it  may,  it  would  seem  to  be  perfectly 
practicable,  particularly  at  a  time  when 
we  are,  I  started  to  say  "entering  upon,” 
but  I  correct  it  to  say  that  we  are  already 
well  into  the  most  stupendous  program 
of  expenditures  the  world  has  ever  seen 
or  conceived  of.  for  the  Congress  of  the 
United  States  and  the  administrative 
agencies  of  the  United  States  coura¬ 
geously  to  face  the  fact  and  the  prospect 
and  put  in  the  tremendous  amount  of 
toil  and  make  a  tremendous  amount  of 
legislative  sacrifice,  possibly  of  our  legis¬ 
lative  lives,  to  take  the  American  people 
into  their  confidence  and  recast  the  tax 
structure  on  what  might  somewhat  at 
least  as  closely  as  possible  approximate 
both  a  scientific  and  equitable  basis. 

No  one  likes  to  pay  taxes.  All  my  life 
I  have  waited  to  meet  somebody  who 
really  likes  to  pay  taxes;  but  I  never 
have  encountered  such  an  individual  yet. 
We  have  been  4  weeks  in  the  hearings  in 
the  Finance  Committee  of  the  United 
States  Senate,  and,  almost  without  ex¬ 
ception,  every  witness  who  came  before 
the  committee  said,  “We  realize  the  tre¬ 
mendous  expenditures  the  United  States 
wiil  have  to  make  and  the  tremendous 


expenditures  which  have  been  made,  and 
that  very  heavy  sacrifices  are  necessary, 
and  we  are  in  favor  of  that;  we  are  in 
full  support  of  the  Government’s  pro¬ 
gram;  but  there  is  one  little  item  in  this 
bill  to  which  we  should  like  to  call  your 
attention.”  Then  they  proceed  to  ask  to 
be  relieved  of  paying  certain  taxes  im¬ 
posed  by  the  bill  itself.  I  assume  that 
that  will  always  be  true  in  the  case  of 
any  tax  bill  whatever. 

But,  Mr.  President,  in  this  bill — I  be¬ 
lieve  I  am  correct  in  saying  it  is  the  largest 
tax  bill  ever  proposed  to  be  passed  by  the 
Congress  in  wartime  or  in  peacetime — no 
attempt  whatever  has  been  made  to  do 
equity  or  to  reconstruct  the  fundamental 
tax  structure  equitably  and  on  a  scientific 
basis.  AH  the  effort  that  has  been  made 
in  this  bill  is  simply  to  pick  out  some 
particular  industries  or  particular  parts 
cf  an  industry  and  slap  a  tax  on  them, 
frequently  without  any  consideration 
whatever  of  the  effect  on  the  particular 
industry  or  of  the  competitive  situation 
of  that  industry  or  portion  of  an  indus¬ 
try,  or  to  pick  out  some  particular  sec¬ 
tion  of  the  income-tax  brackets  or  the 
inheritance  or  estate  tax  brackets  and 
put  a  tax  on  them  without  any  consid¬ 
eration  of  the  whole. 

Mr.  President,  let  me  say  that  I  am  not 
questioning  the  integrity  or  the  good 
faith  or  the  patriotism  or  the  earnest 
effort  of  either  the  Treasury  officials  or 
the  Internal  Revenue  officials,  or  the 
committees  of  the  House  of  Representa¬ 
tives,  or  the  Senate,  or  the  Members  of 
the  House  of  Representatives,  or  the 
Senate.  It  is  a  system  that  has  persisted 
through  all  the  years  since  the  present 
income-tax  and  heritance-tax  system 
were  set  up;  but  I  do  say  in  view  of  the 
stupendous  expenses  we  have  incurred 
and  the  stupendous  expenses  that  are  to 
be  incurred,  according  to  the  announced 
program  in  the  immediate  future,  it  is 
time  for  the  Government  of  the  United 
States  to  stop  and  recast  its  whole  tax 
structure  instead  of  pursuing  the  policy 
of  hit  or  miss  haphazard  tax  measures, 
measures  which  affect  all  Americans 
sometimes  to  the  point  of  denying  them 
their  daily  bread.  No  member  of  the 
Finance  Committee  will  stand  here  and 
deny,  no  member  of  the  Ways  and  Means 
Committee  of  the  House  of  Representa¬ 
tives  will  stand  up  anywhere  and  deny 
that  this  bill  is  a  pure  patchwork,  and 
that  in  many  respects  it  is  a  very  bad 
piece  of  patchwork. 

Mr.  President,  so  far  as  I  am  con¬ 
cerned,  so  far  as  I  recall,  without  excep¬ 
tion,  I  think  that  on  every  vote  which 
has  been  taken  since  I  have  been  a  Mem¬ 
ber  of  the  Senate  on  the  question  of 
broadening  the  tax  base,  lowering  the 
exemptions,  I  have  supported  such  pro¬ 
posals  both  in  the  Finance  Committee 
and  in  the  Senate,  the  proposals  usually 
offered  by  the  senior  Senator  from  Wis¬ 
consin  [Mr.  La  FolletteL  I  believe, 
without  exception,  I  have  supported 
those  proposals.  I  have  supported  them 
for  two  reasons,  Mr.  President.  In  the 
first  place,  I  think  that  the  burden  of 
taxation  ought  to  be  distributed  as 
widely  as  possible,  and,  in  the  second 
place,  I  believe  that  the  inclusion  of  as 
many  taxpayers  as  possible  who  knew 


that  they  were  paying  taxes  instead  of 
being  “soaked”  by  general  taxes,  is  the 
very  best  way,  and  probably  the  only 
way,  that  I  could  ever  conceive  by  which 
the  riot  of  extravagance  in  which  this 
country  has  engaged  now  for  a  good 
many  years  could  be  brought  to  a  close. 
I  have  uniformly  voted  for  those  propos¬ 
als;  but  I  agree  with  the  Senator  from 
Wisconsin  that  when  we  cut  the  exemp¬ 
tions  to  the  bone  in  the  income-tax 
brackets  of  the  tax  bill  of  last  year  we 
went  just  as  far  as  we  ought  to  go  in 
reducing  the  exemptions  until  we  tapped 
to  the  fullest  degree  other  sources  of 
revenue  higher  up  in  the  tax  brackets — 
other  sources  of  revenue  from  other 
forms  of  taxation — and  certainly  in  this 
emergency  until  we  have  taxed  the 
sources  of  revenue  which  are  going  to 
profit  enormously  from  the  tremendous 
defense  expenditures  of  the  United 
States,  and  which  are  not  being  reached 
by  the  excess-profits  provisions  of  this 
bill. 

As  far  as  I  am  concerned,  I  am  willing 
to  wipe  out  all  exemptions;  I  am  willing 
to  tax  everybody  who  has  a  dollar;  but 
I  am  not  willing  to  abandon  the  princi¬ 
ple  of  taxation  according  to  ability  to 
pay,  and  tax  the  dollar  of  the  poor  devil 
barely  able  to  hold  body  and  soul  to¬ 
gether,  while  people  who  are  waxing  fat 
out  of  the  defense  expenditures  of  the 
United  States  are  not  taxed  to  an  ade¬ 
quate  degree. 

Therefore,  I  shall  vote  against  this 
committee  amendment.  I  think  it  is 
unjustifiable  to  tax  a  man  or  a  woman 
making  $62.50  a  month — fifteen  dollars  a 
week — barely  able  to  hold  body  and  soul 
together,  until  all  the  other  sources  of 
taxation,  particularly  the  incomes  of 
those  making  enormous  profits  out  of  the 
defense  expenditures,  have  been  brought 
into  line. 

Mr.  President,  of  course  I  know  that  a 
tax  of  $1.50  a  year,  I  believe  it  is,  on  a 
man  or  woman  making  $62.50  a  month 
or  $15  a  week  will  not  be  tremendously 
burdensome,  possibly,  although  $1.50  is  a 
very  large  sum  to  some  of  them.  They 
have  a  hard  time  eating  for  a  month, 
clothing  themselves,  and  finding  a  place 
to  live.  That  will  not  be  such  a  tremen¬ 
dous  burden,  and  it  will  not  raise  any 
particularly  great  amount  of  revenue. 
We  shall  get  only  $40,000,000  out  of  the 
new  taxpayers,  stupendous  as  that  sum 
used  to  be,  but  negligible  now,  when  we 
occasionally  spend  $7,000,000,000  here 
without  even  reading  the  bill.  But  $40,- 
000,000  will  be  raised  out  of  the  new  tax¬ 
payers.  Something  like  $275,000,000  will 
be  raised  from  the  increase  of  the  sur¬ 
taxes  in  the  lower  brackets.  It  may  not 
mean  more  than  a  dollar  and  a  half  a 
year  to  a  man  earning  $62.50  a  month; 
but  to  a  man  who  has  been  earning 
$2,000,  a  married  man  with  two  children 
or  three  children  or  four  children,  it 
means  adding  $500  a  year  to  his  taxable 
income  at  the  top  of  the  surtax,  and  that 
is  going  to  mean  a  great  deal  of  additional 
sacrifice,  and  to  my  mind  unjustifiable 
sacrifice,  not  only  in  that  new  class  of 
taxpayers  brought  under  the  bill  but  in 
the  class  of  small  taxpayers  already  with¬ 
in  the  operation  of  the  internal-revenue 
system. 
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Mr.  President,  let  me  say  just  one  word 
about  amounts. 

It  was  announced  that  it  was  the  aim 
and  objective  of  the  Government,  of  the 
Treasury  Department,  of  the  Congress, 
to  raise  $3,500,000,000;  and  at  the  time 
that  goal  was  set  that  was  an  entirely 
reasonable  and  explicable  goal.  That 
goal  was  based  on  Secretary  Morgen- 
thau’s  statement  last  spring  in  a  confer¬ 
ence  down  at  the  Treasury  Department 
in  which  he  proposed  to  congressional 
leaders  that  of  these  defense  expendi¬ 
tures  two-thirds  should  be  raised" by  tax¬ 
ation  and  one-third  by  borrowing,  and 
that  was  an  entirely  sound  and  reason¬ 
able  proposition.  To  be  sure,  it  was  ex¬ 
actly  the  reverse  of  the  scheme  which 
was  followed  in  the  World  War,  when  it 
was  attempted  to  raise  one-third  by 
taxation  and  two-thirds  by  borrowing; 
but  it  was  a  scheme  so  sound  in  the  in¬ 
terest  of  national  solvency  that  nearly 
everybody  in  the  United  States  except 
the  official  spenders  was  willing  to  agree 
to  it.  At  that  time  that  formula  worked 
out  to  three  and  a  half  billion  dollars; 
but  before  the  bill  could  even  be  con¬ 
sidered  by  the  Ways  and  Means  Com¬ 
mittee  of  the  House,  let  alone  be  re¬ 
ported  to  the  House  or  passed  by  the 
House,  the  dislocation  of  the  Budget  by 
tremendously  increased  expenditures 
threw  that  formula  completely  out  of 
kilter,  and  by  the  time  the  bill  reached 
the  Finance  Committee  of  the  Senate  to 
have  adhered  to  Secretary  Morgenthau’s 
formula  would  have  meant  raising  by 
taxation  between  five  and  a  half  and  six 
billion  dollars.  So  nobody  pays  any  at¬ 
tention  to  that  formula  any  more;  and 
therefore  the  objective  of  three  and  a 
half  billion  dollars  became  purely  a  fic¬ 
titious,  arbitrary  objective  that  had  no 
particular  meaning  in  rhyme  or  reason. 

The  distinguished  majority  leader,  the 
Senator  from  Kentucky  [Mr.  Barkley], 
came  into  the  committee  and  got  up  an¬ 
other  objective  of  his  own.  I  do  not 
know  whether  he  had  been  in  consulta¬ 
tion  with  the  Treasury  Department  or 
whom  he  had  been  in  consultation  with, 
and  I  do  not  care;  but  he  came  in  and 
said  he  had  set  an  objective  of  $4,000,- 
000,000  which  had  no  reference  whatever 
to  the  original  formula  of  the  Treasury 
or  the  original  objective  announced  by 
the  Treasury. 

In  other  words,  the  Senator  from  Ken¬ 
tucky  was  a  good  deal  like  a  colored  boy 
that  I  had  rowing  me  across  the  Missis¬ 
sippi  River  at  one  time  when  I  was  going 
fishing.  He  said,  “Mr.  Bennett,  I  wish  I 
had  $7.  Gee,  don’t  I  just  wish  I  had  $7. 
I  just  wish  I  had  $7.”  I  said,  “Brooks, 
what  do  you  want  $7  for?  What  would 
you  do  with  $7  if  you  had  it?”  “Well,  sir,” 
he  said,  “I  don’t  know.”  I  said,  “Why  do 
you  want  $7?”  “Well,”  he  said,  “I  just 
think  that’s  a  nice  sum  to  have.” 
[Laughter.] 

So  ail  these  objectives  now  have  be¬ 
come  purely  arbitrary,  unless  we  go  back 
to  the  original  formula  of  the  Secretary 
of  the  Treasury  and  undertake  to  raise 
two-thirds  of  the  prospective  Budget  by 
taxation;  and,  even  if  we  do  that,  even 
if  we  could  go  back  to  the  original  for¬ 
mula  of  the  Secretary  of  the  Treasury 
and  raise  five  and  a  half  or  six  billion 


dollars,  we  are  already  on  notice  that 
that  gain  will  be  wiped  out  within  the 
next  week  or  so  by  another  estimate  of 
five  or  six  billion  dollars  for  another 
lease-lend  bill. 

Mr.  BARKLEY.  Mr.  President - 

Mr.  CLARK  of  Missouri.  I  yield  to 
the  Senator  from  Kentucky. 

Mr.  BARKLEY.  I  merely  wish  to  ob¬ 
serve  that  the  difference  between  the 
Senator’s  colored  boy  and  me  is  that 
while  he  did  not  know  what  he  could  do 
with  $7  if  he  had  it,  I  know  what  we 
can  do  with  the  money  we  are  going  to 
raise  by  this  tax  bill. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  do  not  think  the  Senator  does, 
because  the  program  is  liable  to  be 
changed  before  he  takes  his  seat. 
[Laughter.] 

Mr.  BARKLEY.  Whatever  change  is 
made,  we  know  that  the  amount  will  be 
increased,  and  therefore  we  know  that 
it  will  be  needed. 

While  I  am  on  my  feet,  I  desire  to  say 
to  the  Senator  that  I  did  not  arrive  at 
the  amount  of  $4,000,000,000  by  consult¬ 
ing  anybody. 

Mr.  CLARK  of  Missouri.  I  did  not  say 
the  Senator  did. 

Mr.  BARKLEY.  The  Senator  had 
some  doubt  about  whether  I  had  con¬ 
sulted  the  Treasury. 

Mr.  CLARK  of  Missouri.  I  said  I  did 
not  know  whether  the  Senator  had  con¬ 
sulted  anybody. 

Mr.  BARKLEY.  I  will  tell  the  Sena¬ 
tor — not  that  it  is  worth  anything. 

Mr.  CLARK  of  Missouri.  I  myself 
think  $4,000,000,000  is  a  nice  sum.  I 
agree  with  the  Senator. 

Mr.  BARKLEY.  Yes;  it  is  quite  a 
handy  amount. 

When  the  Secretary  of  the  Treasury 
made  his  estimate,  back  in  February  or 
March,  of  two-thirds  and  one-third,  and 
fixed  $3,500,000,000  as  the  minimum 
amount  to  be  raised  in  the  new  tax  bill  to 
carry  out  that  formula — adding  that,  of 
course,  to  the  taxes  already  being  col¬ 
lected  by  the  Treasury — it  seemed  that 
the  raising  of  $3,500,000,000  could,  with 
reasonable  certainty,  be  expected  to  carry 
out  that  formula.  In  the  meantime,  the 
House  Ways  and  Means  Committee  spent 
2  or  3  months,  as  the  Senator  knows, 
working  on  the  bill,  and  making  an  effort 
to  raise  the  $3,500,000,000.  While  that 
was  going  on,  the  expenses  increased. 
Additional  requests  were  made  beyond 
what  we  expected  for  defense  work,  and 
for  lend.-lease  activities,  and  all  of  that. 

Mr.  CLARK  of  Missouri.  That  is  pre¬ 
cisely  what  I  have  been  saying. 

Mr.  BARKLEY.  So  that  to  carry  out 
the  formula,  if  we  wanted  to  carry  it  out, 
would  have  cost  more  than  $3,500,000,000. 

Mr.  CLARK  of  Missouri.  Between  five 
and  a  half  and  six  billion  dollars,  before 
the  next  lease-lend  estimate. 

Mr.  BARKLEY.  Yes.  Soon  after  that 
estimate  was  made  the  Senator  from 
Texas  [Mr.  Connally],  a  member  of  the 
Committee  on  Finance,  gave  out  a  state¬ 
ment  to  the  public  that  he  thought  the 
bill  ought  to  be  raised  a  billion  dollars 
more. 

Mr.  CLARK  of  Missouri.  The  Senator 
from  Texas  is  just  coming  into  the  Cham¬ 
ber  now. 


Mr.  BARKLEY.  I  said  in  the  commit¬ 
tee,  and  I  say  now,  that  I  agree  with  the 
Senator  from  Texas  that  the  tax  bill 
should  raise  a  billion  dollars  more  than 
was  proposed  to  be  raised  in  the  bill  as 
it  passed  the  House. 

When  we  got  into  the  matter,  we  found 
the  Plouse  struck  out  $350,000,000  when 
they  eliminated  the  joint  returns,  and  I 
thought  we  should  make  that  up.  I  felt 
that  as  between  the  three  and  a  half 
billions  which  the  Secretary  of  the 
Treasury  had  asked  for  in  March  and 
the  four  and  a  half  billions  suggested  by 
the  Senator  from  Texas,  four  billion  was 
a  fair  compromise,  and  was  a  reasonable 
goal.  This  bill  does  not  raise  that  sum, 
but  I  still  think  that,  in  order  not  only 
to  carry  out  any  formula  to  the  metic¬ 
ulous  degree  of  having  two-thirds  paid 
for  in  cash  and  one-third  in  credit,  we 
should  try  to  raise  approximately  $4,000,- 
000,000  in  the  pending  bill.  And  that 
will  not  do  the  job;  we  might  as  well  un¬ 
derstand  that  we  will  have  another  tax 
bill  here  early  next  year. 

Mr.  CLARK  of  Missouri.  Probably  be¬ 
fore  the  end  of  this  year,  will  we  not? 

Mr.  BARKLEY.  We  may  have  an  ad¬ 
ministrative  bill  before  the  end  of  the 
year. 

Mr.  CLARK  of  Missouri.  And  prob¬ 
ably  two  or  more  next  year. 

Mr.  BARKLEY.  I  feel,  and  I  have  felt 
all  along — and  I  feel  it  more  and  more — 
the  more  I  think  of  it,  that  the  people  of 
the  United  States,  the  industries  and  the 
businesses  and  the  individuals  who  are  to 
pay  this  tax  ultimately,  should  know  as 
soon  as  possible  what  is  expected  of 
them,  so  that  they  may  make  their  cal¬ 
culations  accordingly.  I  know  we  can 
never  arrive  at  the  time  when  we  will  be 
able  to  say  that  there  will  be  no  more 
tax  bills,  but  while  we  are  writing  a  tax 
bill  we  should  go  as  far  as  possible  to 
make  it  as  permanent  as  possible,  so 
that  the  people  would  have  at  least  a 
little  while  to  operate  under  the  existing 
taxes  before  we  undertake  to  write  an¬ 
other  bill. 

Mr.  CLARK  of  Missouri.  I  agree  en¬ 
tirely  with  what  the  Senator  from  Ken¬ 
tucky  has  said.  Let  me  say  that  in  my 
remarks  about  the  objective  of  the  $4,- 
000, COO, 000  I  had  no  thought  whatever 
of  criticising  the  Senator  from  Ken¬ 
tucky.  My  only  purpose  in  mentioning 
the  fact  is  to  point  out  what  the  Senator 
from  Kentucky  himself  has  corroborated, 
that  there  is  no  rhyme  or  reason  in  any 
particular  objective  at  the  present  mo¬ 
ment,  and  to  emphasize  the  fact  that  in 
view  of  the  tremendous  expenditures 
which  are  to  be  necessary,  in  view  of  the 
fact  that  there  is  to  be  another  tax  bill 
either  this  year  or  early  next  year,  pos¬ 
sibly  two  tax  bills  next  year,  in  view 
of  what  the  country  does  face,  it  does 
seem  to  me  that  the  Congress  and  the 
other  officials  of  the  Government  should 
sit  down  and  make  a  scientific  reconsti¬ 
tution  of  the  whole  tax  system. 

I  defy  anyone  in  this  Chamber  who  is 
not  a  member  of  the  Committee  on  Fi¬ 
nance,  or,  in  fact,  anyone  in  this  Cham¬ 
ber  who  is  a  member  of  the  Committee 
on  Finance,  or  anyone  outside  of  this 
Chamber  who  is  not  a  tax  attorney,  just 
to  take  this  bill  and  run  right  through 
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it  and  tell  what  everything  in  it  means. 
We  cannot  even  consider  one  of  these  bills 
without  the  aid  of  about  45  or  50  experts, 
experts  from  the  Treasury  Department, 
experts  from  the  Internal  Revenue,  ex¬ 
perts  from  the  Joint  Tax  Committee. 
None  of  us  can  take  one  of  these  bills  and 
tell  what  it  means,  because  it  is  a  patch- 
work  system. 

Mr.  BARKLEY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  CLARK  of  Missouri.  Every  tax 
bill  which  comes  before  us  amends  this 
or  that,  and  we  cannot  understand  it 
without  going  back  and  reading  about  15 
statutes  and  45  Supreme  Court  decisions. 
I  yield  to  the  Senator  from  Kentucky. 

Mr.  BARKLEY.  I  agree  with  what  the 
Senator  says  about  that,  and  when  we 
passed  the  last  tax  bill,  in  1940,  I  ex¬ 
pressed  the  hope  on  this  floor  that  long 
before  now  we  might  sit  down  and  un¬ 
dertake  to  revise  the  entire  tax  system 
scientifically. 

Mr.  CLARK  of  Missouri.  That  hope 
has  been  expressed  by  the  responsible 
leadership,  not  only  ever  since  I  have  been 
a  Member  of  the  Senate  but  long  before  I 
came  to  the  Senate,  every  time  a  tax  bill 
would  come  in;  but  nothing  was  done 
about  it.  I  understand  the  Finance  Com¬ 
mittee  of  the  Senate  and  the  Senate  lead¬ 
ership  cannot  originate  a  tax  bill  unless 
the  Treasury  and  the  House,  and  the 
House  Ways  and  Means  Committee  more 
particularly,  cooperate  in  the  first  place; 
that  the  Senate,  and  more  particularly 
the  Senate  Committee  on  Finance,  never 
have  a  chance  to  pass  on  a  tax  bill.  What 
I  am  pointing  out  is  the  hazard,  the  very 
great  danger,  in  a  time  of  tremendous 
national  stress,  such  as  the  present,  when 
the  very  solvency  of  the  Government  is 
very  much  in  the  balance,  of  persisting 
in  this  system  jf  haphazard  tax  revision. 

Mr.  BARKLEY.  If  the  Senator  will 
yield,  I  do  not  wish  to  delay  the  Senator 
longer,  except  to  make  one  observation. 
Of  course,  the  rewriting  of  the  tax  laws 
is  an  almost  insuperable  task. 

Mr.  CLARK  of  Missouri.  I  understand 
we  cannot  do  it  while  we  are  immediately 
under  the  gun  raising  specific  taxes. 
That  is  the  only  reason  why  I  will  vote 
for  the  pending  bill,  that  I  recognize  that 
we  must  take  this  or  we  may  get  nothing. 
But  we  are  not  going  to  revise  the  system 
unless  we  start  in  and  do  it. 

Mr.  BARKLEY.  Undoubtedly,  under 
the  Constitution,  the  House  Ways  and 
Means  Committee  and  the  House  must 
take  the  initiative  in  undertaking  to  re¬ 
write  the  tax  laws.  It  is  almost  like  re¬ 
codifying  the  laws  of  the  United  States. 

Mr.  CLARK  of  Missouri.  I  am  familiar 
with  that  fact;  but  it  should  be  done. 

Mr.  BARKLEY.  It  has  been  a  patch- 
work  since  1913. 

Mr.  CLARK  of  Missouri.  That  is  what 
I  stated  a  moment  ago. 

Mr.  BARKLEY.  The  first  income-tax 
law  was  written  largely  by  our  present 
Secretary  of  State,  Mr.  Cordell  Hull,  as  a 
member  of  the  Ways  and  Means  Com¬ 
mittee  of  the  House.  It  reminds  us  of 
the  old  adage  that  when  it  rains  you 
cannot  fix  your  roof,  and  when  it  stops 
raining,  you  do  not  need  to  fix  it. 


Mr.  CLARK  of  Missouri.  It  is  raining 
now,  and  it  is  going  to  continue  to  rain, 
probably,  all  during  the  lives  of  ourselves 
and  our  children  and  cur  grandchildren. 

Mr.  BARKLEY.  What  I  mean  is  that 
when  we  have  a  gun  pointed  at  us - 

Mr.  CLARK  of  Missouri.  We  are  told 
they  are  on  every  side,  that  we  have  a 
number  of  guns  pointed  at  us. 

Mr.  BARKLEY.  I  am  serious  about 
this;  I  am  not  trying  to  be  facetious. 

Mr.  CLARK  of  Missouri.  Nor  am  I. 
It  is  a  very  tragic  matter. 

Mr.  BARKLEY.  When  we  need  a  cer¬ 
tain  amount  of  money,  it  is  difficult  to  sit 
down  and  revise  all  the  tax  laws,  which  is 
something  that  ought  to  be  done. 

Mr.  CLARK  of  Missouri.  If  a  man’s 
house  is  afire  there  is  no  more  important 
work  to  which  he  can  devote  himself  than 
in  putting  out  the  fire,  and  it  seems  to  me 
that  is  the  situation  of  the  United  States 
at  this  time.  I  know  what  the  situa¬ 
tion  is,  and  I  think  the  American  people 
should  be  made  to  realize  what  the  situa¬ 
tion  is.  We  are  faced  with  a  situation 
in  which  the  most  drastic  taxes  are  going 
to  be  imposed  on  everyone.  But  they 
should  be  as  equitable  as  possible.  At 
the  gait  at  which  we  are  going,  we  will 
have  spent,  at  the  end  of  the  next  fiscal 
year,  probably  a  hundred  billion  dollars 
in  the  defense  program  and  in  what  we 
have  given  away  and  a^e  proposing  to 
give  away  to  various  countries  around 
over  the  world,  added  to  the  national 
debt  of  $48,000,000,000.  That  will  mean 
that  it  wifi  be  necessary  t  j  raise  by  taxa¬ 
tion  in  this  country  $4,000,000,000  a  year 
forever,  at  least  $4,000,000,000  a  year  for¬ 
ever,  simply  to  pay  the  interest  on  the 
national  debt,  without  laying  up  a  cent 
for  amortization  or  sinking  fund,  or 
without  taking  into  consideration  to  any 
degree  whatever  the  ordinary  expenses  of 
the  Government,  which  certainly  are  not 
likely  to  diminish  in  the  lifetime  of  any 
of  us.  We  might  a~  well  realize  that  not 
one  single  tax  that  is  being  imposed  in 
this  bill,  under  the  guise  of  it  being  an 
emergency  measure,  or  being  a  tempo¬ 
rary  measure,  will  be  taken  off  in  the  life¬ 
time  of  any  of  us  here,  or  in  the  lifetime 
of  our  children  or  our  grandchildren. 

If  we  are  to  have  another  tax  bill  before 
the  end  of  this  year,  or  certainly  at  the 
beginning  of  next  year,  if  we  are  to  con¬ 
tinue  a  program  of  expenditures  which 
may  logically  result  in  a  capital  levy,  or 
the  most  drastic  taxes  the  world  has  ever 
seen  it  seems  «o  me  that  the  sooner  we 
look  the  situation  in  the  face  and  let  the 
American  people  look  the  situation  in  the 
face,  and  enter  upon  the  construction  of 
a  sound  ;ax  system — realizing  that  any 
tax  system  is  burdensome,  but  as  sound 
and  equitable  a  tax  system  as  is  possi¬ 
ble — the  better  the  country  will  be  off 
and  the  better  we  will  be  off,  even  though 
some  of  us  may  be  beaten  for  our  partici¬ 
pation  in  the  construction  of  such  a  tax 
system. 

In  the  meantime,  while  I  shall  vote  for 
this  patchwork  measure,  I  am  not  willing 
to  vote  for  the  proposed  reduction  in 
income-tax  exemptions,  which  could  only 
have  the  effect  of  penalizing  those  of  our 
i  eople  least  able  to  pay,  until  some  effort 


has  been  made  to  tax  the  people  better 
able  to  pay. 

Mr.  GEORGE.  Mr.  President,  I  do 
not  wish  to  delay  the  Senate  very  long, 
but  I  do  desire  to  speak  very  earnestly. 
If  there  are  Members  of  the  Senate  who 
wish  to  write  a  constructive  tax  law,  this 
is  the  beginning  right  here  and  now  on 
the  present  vote.  Make  no  mistake  about 
that.  Until  we  have  brought  in  as  large 
a  number  of  taxpayers  as  we  reasonably 
can  with  fairness  to  all  recognized  prin¬ 
ciples  of  taxation,  we  have  no  basis  on 
which  we  ever  will  be  able  to  write  an 
equitable,  scientific  tax  measure.  The 
real  acid  test  of  the  sincerity  of  every 
Senator  is  to  lower  the  exemptions,  and 
let  a  larger  number  of  the  American 
people  pay  taxes,  because  a  good  tax  bill 
will  never  be  written  here  by  theorists, 
nor  will  a  good  tax  bill  be  written  in  the 
Treasury  Department  by  theorists.  A 
good  tax  bill  will  be  written  by  the  Amer¬ 
ican  people  when  they  become  taxpayers 
and  understand  the  problem  they  have 
to  meet.  Senators  are  doing  the  Ameri¬ 
can  people  no  service,  but  a  definite  and 
distinct  disservice,  when  they  refuse  to 
lower  the  tax  base,  as  the  pending  com¬ 
mittee  amendment  recommends  be  done. 

Mr.  President,  it  is  easy  enough  to 
criticize  in  generalities  and  say  that  this 
is  a  patchwork  bill.  I  have  never  de¬ 
fended  it  as  being  a  perfect  bill.  I  have 
never  seen  a  perfect  tax  bill.  But  we 
must  take  one  step  at  a  time.  We  cannot 
go  all  the  way  at  one  jump,  particularly 
in  building  up  a  tax  bill  under  which 
the  American  people  can  live,  and  under 
which  the  business  of  the  American 
people  can  be  carried  on,  under  which,  if 
it  is  desired  to  put  it  the  other  way,  they 
can  make  the  money  to  pay  the  taxes. 

It  is  repeated  in  the  public  press  and 
on  the  floor  of  the  Senate  that  this  is  a 
mere  patchwork,  that  it  is  a  hodgepodge, 
and  that  it  does  not  have  anything  to 
commend  itself  to  the  Senate.  Bear  in 
mind  that  we  can  take  but  one  step  at  a 
time.  Let  us  look  at  the  measure.  When 
we  come  to  this  question — and  every¬ 
thing  else  has  been  discussed  except  the 
question  before  the  Senate — when  we 
come  to  this  question,  let  us  look  at  the 
exemptions  given  in  some  other  coun¬ 
tries.  Great  Britain,  of  course,  is  at  war. 
She  is  fighting  desperately  with  her  back 
to  the  wall.  But  she  allows  single  persons 
an  exemption  of  $325.  We  propose  to 
allow  single  persons  an  exemption  of 
$750.  England  allows  married  persons 
an  exemption  of  $560.  Is  this  measure  a 
hodgepodge?  What  about  the  British 
system?  Senators  are  talking  about  one 
point.  Why  do  they  not  confine  them¬ 
selves  to  it,  and  why  not  be  sincere  about 
it?  Perhaps  there  is  something  wrong 
with  the  excess-profits  tax,  perhaps  there 
is  something  wrong  with  the  individual 
income  tax,  something  wrong  with  the 
other  kinds  of  taxes,  something  wrong 
with  the  world,  and  with  the  whole  pro¬ 
gram  of  the  administration.  All  that 
may  be  granted,  but  Senators  are  talk¬ 
ing  on  this  point. 

Here  are  the  British,  with  their  long 
experience.  They  are  today  giving  a 
single  man  an  exemption  of  only  $325, 
and  a  married  person  an  exemption  of 
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only  $560.  They  allow  only  $200  exemp¬ 
tion  for  each  dependent  child,  and  we 
allow  $400.  We  allow  $1,500  exemption 
for  married  persons  and  $750  exemption 
for  single  persons. 

Has  our  neighbor,  Canada,  a  hodge¬ 
podge  law?  A  little  while  later  Senators 
will  hear  the  Canadian  excess-profits 
system  extolled,  they  will  hear  the  Ca¬ 
nadian  excise  system  extolled,  they  will 
hear  the  Canadian  income-tax  system 
extolled  as  being  a  fairly  good  tax  sys¬ 
tem.  What  are  the  exemptions  in  Can¬ 
ada?  Exactly  what  we  are  proposing 
here.  They  are  $750  for  a  single  person 
and  $1,500  for  a  married  person  or  the 
head  of  a  family,  and  $400  for  each  child 
or  dependent.  Are  the  American  people 
less  able  to  pay  and  are  they  faced  by  less 
necessity  for  meeting  this  issue  than  the 
Canadian  people? 

Mr.  President,  I  have  said  we  are  try¬ 
ing  to  take  one  step  at  a  time.  We  are 
taking  more  than  one  step  in  this  bill  in 
the  right  direction.  The  Senate  Finance 
Committee  has  dene  the  best  it  can  do 
to  provide  some  means  and  some  ma¬ 
chinery  for  lowering  the  ordinary  ex¬ 
penses  of  the  Government — a  thing  abso¬ 
lutely  vital.  We  are  trying  to  bring  upon 
the  tax  rolls  some  additional  taxpayers 
not  for  the  purpose  of  annoying  them 
but  in  fairness  to  the  income  earners  of 
the  country.  There  can  never  be  any¬ 
thing  in  the  nature  of  a  general  sales  tax 
intelligently  levied,  nothing  in  the  na¬ 
ture  of  a  general  withholding  tax  intelli¬ 
gently  imposed,  nothing  in  the  nature 
of  a  Federal  service  tax  based  upon  pri¬ 
mary  profits  intelligently  worked  out  un¬ 
til  we  have  a  more  adequate  study  of  the 
taxpayers  of  the  United  States,  and  we 
can  get  that  only  by  lowering  the  ex¬ 
emptions 

Besides  that,  Mr.  President,  this  pro¬ 
posal  does  no  injustice  to  the  Ameri¬ 
can  taxpayer.  By  lowering  the  exemp¬ 
tions.  as  is  proposed,  we  will  obtain  reve¬ 
nue  amounting  to  approximately  $304,- 
000,000,  sorely  needed,  but  of  that 
amount  only  $49,000,000  will  come  from 
new  taxpayers,  and  of  the  $49,000,000 
only  $10,000,000  will  come  from  those  who 
for  the  first  time  will  file  returns.  Is 
anyone  here  striking  at  the  foundations 
of  the  American  standard  of  living?  Is 
there  anything  in  this  proposal  which 
justifies  the  generalization  that  this  is  a 
hodgepodge,  when  it  is  in  line  with  the 
oldest  income-tax  system  among  nations 
whose  experience  has  been  almost  like 
our  own,  or  more  nearly  like  our  own, 
than  that  of  any  other  nation? 

Yesterday  I  tried  to  point  out  that  the 
present  exemption  for  a  single  or  un¬ 
married  person  is  $800  and  that  we  are 
lowering  his  exemption  by  only  $50. 
What  will  he  pay  by  reason  of  this  low¬ 
ered  exemption?  On  a  net  income  of 
from  $750  to  $775  he  will  pay  $1  a  year, 
a  little  less  than  one-quarter  of  a  cent 
a  day.  On  a  net  income  from  $775  to 
$800  he  will  pay  $2  a  year.  There  we 
arrive  at  the  point  of  the  exemption  in 
the  present  law. 

Mr.  President,  the  distinguished  Sena¬ 
tor  from  Colorado  [Mr.  Adams!  called 
attention  to  the  disparity  in  the  per¬ 
centage  of  increase  in  the  case  of  a 
married  person,  but  there  is  no  added  tax 
by  virtue  of  the  lowering  of  the  exemp¬ 


tion  until  we  get  to  a  net  income  of 
$1,500.  If  the  married  person  has  one 
dependent  he  adds  $400  to  his  exemption. 
If  he  has  two  dependents  he  adds  an¬ 
other  $400  to  his  exemption.  If  he  has 
three  dependents  he  adds  $1,200  to  his 
$1,500  exemption,  making  a  total  ex¬ 
emption  of  $2,700.  From  $1,500  to  $1,525 
he  pays  $1  tax.  From  $1,525  to  $1,550 
he  pays  $1  additional  tax,  or  a  total  tax 
of  $2,  I  should  say;  that  is  all  he  pays. 
From  $1,550  to  $1,575  he  pays  $3.  Up 
to  his  present  exemption  of  $2,000  he 
will  pay  a  total  tax  of  only  $39.  He  would 
pay  $39  on  $2,000  of  net  income,  on  which 
he  is  liable  for  a  tax. 

I  understand  the  Senator  s  difficulty. 
He  feels  that  there  has  been  a  discrimina¬ 
tion  because  we  have  reduced  by  $500  the 
exemption  of  the  head  of  a  family,  who 
has  a  greater  responsibility  in  theory, 
at  least,  whereas  we  have  reduced  the  ex¬ 
emption  of  an  unmarried  or  single  person 
by  only  $50.  That  grows  out  of  the  fact 
that  in  the  beginning  we  provided  very 
liberal  exemptions.  Under  the  terms  of 
the  1913  act,  the  first  income-tax  act 
after  the  passage  of  the  amendment  to 
the  Constitution,  as  I  recall  we  had  ex¬ 
emptions  of  $3,000  for  single  persons,  and 
$4,000  foi  married  persons.  In  the  midst 
of  the  World  War  those  exemptions  re¬ 
mained  substantially  in  effect.  Then 
there  was  a  lowering  of  the  exemptions 
to  $1,000  and  $2,000  for  the  respective 
categories.  Last  year  we  lowered  the  ex¬ 
emptions  from  $2,500  to  $2  CG0  for  mar¬ 
ried  persons,  and  from  $1  000  to  $300  for 
unmarritd  persons. 

Mr.  ADAMS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  GEORGE.  I  yield, 

Mr.  ADAMS.  My  complaint  is  not  as 
to  the  extent  of  the  reduction,  but  as  to 
the  ratio,  and  the  discrimination.  When 
we  had  an  exemption  of  $2,500  for  mar¬ 
ried  persons  we  had  an  exemption  of 
$1,000  for  single  persons,  or  a  ratio  of 
2V2  to  1.  When  we  reduced  the  exemp¬ 
tions  to  $2,000  for  married  persons  and 
$800  for  single  persons  the  ratio  was  still 
2  Vo  to  1.  Now  it  is  proposed  to  lower  the 
exemptions  to  $1,500  for  married  persons 
and  $750  for  single  persons,  or  a  ratio  of 
2  to  1. 

If  the  original  ratio  was  wrong,  I  have 
nothing  to  say.  I  think  it  was  a  correct 
ratio.  I  think  that  ^atio  should  be  main¬ 
tained.  If  it  were  proposed  still  further 
to  lower  the  exemptions  and  maintain  the 
ratio,  I  should  vote  with  the  committee. 
In  accordance  with  what  I  conceive  to  be 
the  correct  ratio,  if  we  have  an  exemption 
of  $750  for  a  single  person  we  should  have 
an  exemption  of  $1,875,  and  not,  $1,500,  for 
a  married  person.  I  know  of  no  reason 
why  we  should  increase  the  burden  on 
the  family  to  an  extent  five  times  greater 
than  the  extent  to  which  we  increase  the 
burden  on  the  single  person.  It  is  pro¬ 
posed  to  increase  the  burden  on  the  fam¬ 
ily  by  25  percent,  and  on  the  single  per¬ 
son  by  only  6.3  percent. 

Mr.  GEORGE.  Let  me  say  to  the  Sen¬ 
ator  that  there  can  be  no  certainty  that 
we  ever  had  an  absolutely  correct  ratio, 
and  there  can  be  nothing  sacred  about 
the  ratio. 

Let  me  call  the  Senator’s  attention  to 
the  fact  chat  the  ratio  has  varied  widely. 


From  1913  to  1916  a  single  person,  or  a 
married  person  not  living  with  husband 
or  wife,  and  not  the  head  of  a  family,  had 
an  exemption  of  $3  000.  The  married 
person  living  with  wife  or  husband,  or 
who  was  the  head  of  a  family,  had  an 
exemption  of  $4,000 

From  1917  to  1920  the  single  person 
had  an  exemption  of  $1,000,  and  the  mar¬ 
ried  person  had  an  exemption  of  $2,000, 
exactly  the  ratio  to  which  we  are  return¬ 
ing  under  almost  similar  conditions. 

From  1921  to  1924  the  single  person  had 
an  exemption  of  $1,000  and  the  married 
person  an  exemption  of  $2  500  Then  we 
began  to  increase  the  ratio  in  favor  of 
the  married  person.  From  1925  to  1931 
the  single  person  had  an  exemption  of 
$1,500,  and  the  married  person  an  exemp¬ 
tion  of  $3,500. 

So  in  a  comparable  period,  from  1917 
to  1920,  when  the  demands  upon  gov¬ 
ernment  were  heavy,  as  they  now  are, 
we  had  precisely  the  same  ratio,  the  ex¬ 
emption  being  slightly  higher  both  to  the 
married  person  and  to  the  single  person. 
The  ratio  was  exactly  2  to  1. 

Mr.  ADAMS.  I  have  assumed  that  in 
recent  years  the  Finance  Committee  has 
gained  additional  knowledge  from  expe¬ 
rience,  and  that  the  ratios  in  the  last  two 
bills  were  more  nearly  satisfactory  than 
the  previous  ratios.  I  do  not  yet  under¬ 
stand  why  we  should  increase  the  burden 
on  the  family. 

Mr.  GEORGE.  Let  me  put  it  plainly. 
It  is  because  we  think  it  is  right. 

Mr.  ADAMS.  Is  it  simply  to  obtain 
more  money? 

Mr.  GEORGE.  No;  it  is  not  simply  to 
obtain  more  money.  It  is  because  we 
think  it  is  about  the  right  proportion. 
If  the  married  man  has  children  or 
dependents  he  is  entitled  to  an  additional 
exemption.  The  same  thing  is  true  of  a 
single  person  with  dependents. 

Mr.  ADAMS.  There  are  some  limita¬ 
tions.  If  a  man  does  not  have  a  wife, 
but  is  the  head  of  a  family,  he  must  in¬ 
clude  one  dependent  in  order  to  qualify 
as  the  head  of  a  family. 

Mr.  GEORGE.  That  seems  to  be  fair, 
because  one  dependent  makes  him  the 
head  of  a  family,  and  then  he  is  brought 
into  the  same  category  as  that  of  a  mar¬ 
ried  person. 

Mr.  ADAMS.  I  am  merely  pointing 
out  that  the  action  of  the  Finance  Com¬ 
mittee  seems  to  be  prejudicial  to  the  man 
who  has  a  family  as  distinguished  from 
the  individual  who  is  free  from  that 
burden. 

Mr.  GEORGE.  I  have  tried  to  point 
cut  to  the  Senator  in  all  good  faith  that 
it  seemed  to  the  committee,  and  to  those 
of  us  who  had  given  study  to  the  matter, 
that  the  ratio  was  about  as  nearly  fair 
and  equitable  as  we  could  make  it. 

Mr.  ADAMS.  If  the  Senator  wants  to 
reduce  the  exemption,  I  will  go  along 
with  him,  because  I  think  the  citizenry 
of  the  country  should  be  made  tax  con¬ 
scious.  I  think  the  citizenry  should  un¬ 
derstand  some  of  the  consequences  of 
their  demands  for  expenditures,  which 
meet  a  response  in  this  body;  but  I  feel 
that  the  action  of  the  committee  is  a  dis¬ 
crimination  against  those  with  family 
burdens,  which  is  not  justified  by  the 
facts. 
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Mr.  KILGORE.  Mr.  President,  will 
the  Senator  yield  for  a  question? 

Mr.  GEORGE.  I  yield. 

Mr.  KILGORE.  In  his  remarks  I  be¬ 
lieve  the  Senator  was  reading  from  the 
table  on  page  7.  The  Senator  used  the 
expression,  “tax  on  net  income,”  while 
the  language  of  the  bill  is  “if  his  gross 
income”  and  so  forth.  I  merely  wish  to 
straighten  out  the  matter  in  my  own 
mind. 

Mr.  GEORGE.  Let  me  explain  to  the 
Senator  that  in  the  so-called  short  form 
of  return  an  arbitrary  allowance  is  made 
for  the  deduction  which  the  Treasury  has 
found  from  experience  represents  an 
average  deduction  for  earners  within 
those  brackets.  Therefore  I  referred  to 
the  net  or  taxable  income.  The  table  on 
page  7  is  a  so-called  short  form,  which  is 
available  to  and  may  be  used  by  all  tax¬ 
payers  with  incomes  of  $3,000  or  less. 

Mr.  KILGORE.  But  the  taxes  listed 
in  the  table  would  be  on  gross  income, 
and  not  on  net  income. 

Mr.  GEORGE.  No;  an  allowance  has 
been  made. 

Mr.  KILGORE.  The  payments  would 
be  on  gross  income. 

Mr.  GEORGE.  In  the  short  form  an 
allowance  has  been  made  for  the  average 
deduction.  The  Treasury  Department 
compiled  the  table  on  that  basis.  It  is 
actually  based  on  net  income. 

Mr.  KILGORE.  Is  the  tax  on  net  in¬ 
come? 

Mr.  GEORGE.  Yes;  the  computation 
takes  into  consideration  the  average  de¬ 
duction. 

Mr.  KILGORE.  If  the  taxpayer  want¬ 
ed  to  use  his  gross  income  as  a  basis,  and 
did  not  want  to  bother  with  figuring  net 
income,  he  could  pay  a  lump  sum  accord¬ 
ing  to  the  table. 

Mr.  GEORGE.  Yes;  he  could  pay  a 
lump  sum  according  to  the  table  and  be 
through  with  it. 

Mr.  KILGORE.  Immediately  follow¬ 
ing  the  table  there  is  a  provision  that  $400 
may  be  deducted  from  the  gross  income 
for  each  dependent.  According  to  the 
table,  if  a  man  had  a  gross  income  of 
$2,500,  and  one  dependent  in  addition  to 
his  wife,  he  would  pay  a  tax  based  on  an 
income  of  $2,100. 

Mr.  GEORGE.  The  Senator  is  cor¬ 
rect. 

Mr.  President,  I  have  nothing  further 
to  say  on  this  amendment.  It  is  vital  to 
the  bill;  and  if  we  are  to  make  any  prog¬ 
ress  toward  simplification,  and  if  we  are 
to  make  any  progress  toward  creation  of 
a  system  which  will  eliminate  some  of  the 
objectionable  features  of  the  present  one, 
this  is  a  vital  and  necessary  step,  as  nec¬ 
essary  as  bringing  about  economies  in 
government. 

Mr.  BARKLEY.  Mr.  President,  will 
the  Senator  yield  for  a  suggestion? 

Mr.  GEORGE.  I  yield. 

Mr.  BARKLEY.  Inasmuch  as  the 
question  of  complications  involved  in  the 
writing  of  a  tax  bill  has  been  discussed,  I 
think  the  Senator  will  agree  that  many 
of  the  complications  and  misunderstand¬ 
ings  and  so-called  patchwork  results  have 
grown  out  of  administrative  matters,  as 
well  as  substantive  taxation,  and  we  are 
now  in  process  of  preparing  an  adminis¬ 
trative  bill  which  will  be  brought  here 
very  shortly  from  the  House,  it  is  my 


understanding,  and  which  will  correct 
many  of  the  things  that  are  regarded  as 
patchworks  in  the  present  law.  That  is 
a  correct  statement,  is  it  not? 

Mr.  GEORGE.  Undoubtedly;  yes. 

Mr.  BARKLEY.  Have  we  not  under¬ 
taken  in  this  bill  to  bring  about  greater 
simplification  not  only  by  the  formal  table 
which  we  have  made  available  to  the 
persons  included  in  the  lower  brackets  but 
by  the  integration  of  the  10-percent  de¬ 
fense  tax  which  was  levied  last  year? 

So  it  is  not  a  separate  tax,  but  it  is 
now  included  in  the  taxing  system.  We 
have,  at  least  in  that  respect,  made  a  very 
substantial  contribution  toward  simplifi¬ 
cation  of  corporate  taxes,  as  well  as 
others. 

Mr.  GEORGE.  The  Senator  is  en¬ 
tirely  correct. 

Mr.  President,  I  believe  the  yeas  and 
nays  have  been  ordered  on  this  amend¬ 
ment. 

The  PRESIDING  OFFICER  (Mr.  Hill 
in  the  chair) .  The  question  is  on  agree¬ 
ing  to  the  committee  amendment  on  page 
22,  lines  3  to  25. 

Mr.  ADAMS.  Mr.  President,  in  order 
that  I  may  definitely  present  my  view,  I 
am  submitting  an  amendment.  Its  pur¬ 
pose  is  to  continue  the  ratio  which  has 
existed  with  respect  to  the  exemption  for 
married  persons  as  compared  to  that  for 
single  persons. 

Mr.  GEORGE.  The  purpose  of  the 
Senator  from  Colorado  will  be  accom¬ 
plished  merely  by  defeating  the  commit¬ 
tee  amendment. 

Mr.  ADAMS.  That  is  not  the  purpose 
of  the  Senator  from  Colorado.  The  pur¬ 
pose  of  the  Senator  from  Colorado  is  to 
make  some  reduction  in  order  to  get  back 
to  the  original  act. 

The  PRESIDING  OFFICER.  The 
amendment  of  the  Senator  from  Colorado 
will  be  stated. 

The  Legislative  Clerk.  On  page  22,  in 
line  13,  it  is  proposed  to  amend  the  com¬ 
mittee  amendment  by  striking  out 
“$1,500”  and  inserting  “$1,875.” 

Mr.  ADAMS.  Mr.  President,  my 
amendment  would  continue  the  ratio  be¬ 
tween  the  exemption  for  the  single  man 
and  for  the  family  at  the  basis  of  1  to 
2 y2.  It  seems  to  me  that  it  is  a  fair  thing 
to  do.  I  am  entirely  unwilling  to  impose 
a  25-percent  increase  on  the  tax  burden 
of  the  family  while  we  are  imposing  a 
6.3-percent  increase  on  the  single  man, 
which  is  what  the  committee  amendment 
would  do. 

Mr.  O’MAHONEY.  Mr.  President,  will 
the  Senator  yield? 

Mr.  ADAMS.  Gladly. 

Mr.  O ’MAHONEY.  If  I  understand  the 
argument  the  Senator  from  Colorado  is 
making,  and  the  response  which  was 
made  to  it  by  the  chairman  of  the  Fi¬ 
nance  Committee,  the  contention  is  that 
under  the  bill  the  Finance  Committee 
asks  the  Senate  to  approve  a  scheme 
of  taxation  by  which  married  persons 
shall  be  called  upon  to  bear  an  increased 
share  of  the  burden  resulting  from  emer¬ 
gency  expenditures,  and  that  the  justi¬ 
fication  of  the  proposed  increase  is 
merely  that  in  a  previous  emergency  the 
same  added  burden  was  placed  upon 
married  persons.  Yet,  in  defense  of 
lowering  the  exemption,  the  Senator  from 
Georgia  argues  that  it  is  essential  to  make 


a  larger  number  of  persons  tax-con¬ 
scious,  and  so  the  exemption  is  lowered 
upon  single  persons,  as  well  as  upon 
married  persons.  It  seems  to  me  that 
there  is  an  inconsistency  in  this  argu¬ 
ment,  and  an  unfairness  which  is  not  at 
all  justified.  I  am  convinced  that  the 
point  of  the  Senator  from  Colorado  is 
well  taken,  and  I  shall  vote  to  support 
his  amendment. 

Mr.  ADAMS.  Mr.  President,  we  speak 
of  the  provision  as  if  it  were  an  exemp¬ 
tion.  What  it  really  amounts  to  is  this: 
We  are  starting  with  the  tax  program 
which  now  exists,  and  we  are  increasing 
the  tax  burden.  That  is  the  foundation 
upon  which  we  are  building.  My  com¬ 
plaint  is  that,  starting  from  that  founda¬ 
tion,  we  are  increasing  the  tax  burden 
upon  the  family  25  percent,  and  upon 
the  single  person  in  the  same  bracket 
6.3  percent,  and  I  can  see  no  justification 
for  the  discrimination  as  against  the 
family  units.  Therefore,  the  amendment 
which  I  offer  would  continue  the  ratio 
which  now  exists.  It  would  increase  the 
tax  burdens  upon  both,  but  would  increase 
them  at  the  same  ratio.  I  think  we  shall 
have  difficulty  in  justifying  or  sustaining 
the  committee  figures. 

Some  argument  has  been  made  as  to 
the  amount  involved.  As  a  matter  of  fact, 
we  do  not  deal  entirely  with  the  single 
man  whose  income  is  just  $750;  we  do  not 
deal  entirely  with  the  family  whose  in¬ 
come  is  just  $1,500.  We  are  providing 
for  an  increased  rate  which  will  apply  to 
those  who  may  have  families  having  an 
income,  such  as  Members  of  the  Senate 
have;  and  the  increased  tax  will  not  be 
merely  $1  or  $2.  No  one  knows  so  well 
as  the  Treasury  Department  that  the 
amount  which  will  be  raised  will  be  much 
more  than  appears  upon  the  face  of  the 
bill;  that  is  to  say,  surtax  rates  and  other 
rates  are  being  increased  at  the  same 
time,  so  that  much  more  is  involved  than 
merely  the  items  of  $1  and  $2.  As  a  mat¬ 
ter  of  plain  equity  and  plain  justice,  I  do 
not  think  we  have  a  right,  in  building 
upon  a  foundation,  to  increase  the  tax 
upon  the  family  25  percent,  while  we  in¬ 
crease  the  tax  upon  the  single  man  only 
6.3  percent. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  agreeing  to  the  amendment 
of  the  Senator  from  Colorado  [Mr. 
Adams]  to  the  committee  amendment  on 
page  22,  lines  3  to  25. 

Mr.  GEORGE.  Mr.  President,  let  me 
call  attention  to  what  the  Senate  would 
do  if  it  were  to  adopt  the  amendment 
of  the  Senator  from  Colorado.  We  would 
cut  off  approximately  three-fourths  of 
the  revenue  to  be  raised  under  the  com¬ 
mittee  amendment.  In  other  words,  we 
would  reduce  it  by  at  least  $200,000,000; 
because  there  is  very  little  left  to  the  pro¬ 
posal  if  we  reduce  the  exemption  for  the 
married  man  by  only  $125. 

Mr.  ADAMS.  The  Senator  recognizes 
that  there  are  two  elements  in  tax  bills. 

Mr.  GEORGE.  Yes;  I  recognize  that, 
and  I  know  that  the  committee  proposal 
is  fair  to  the  married  man.  I  beg  the 
Senator  from  Colorado  to  listen  to  me  for 
a  moment.  Under  the  proposal  which 
we  are  making,  a  single  man  who  makes 
just  a  little  over  $60  a  month  will  begin 
to  pay  taxes,  while  the  married  man  can 
make  $125  a  month  without  paying  taxes. 
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That  is  the  way  it  translates  itself  in 
terms  of  dollars  and  cents,  and  that  is 
about  fair.  It  is  just  as  fair  as  the  Sen¬ 
ator’s  arbitrary  decision  that  the  married 
man  should  have  $1,875  exemption  and 
the  unmarried  man  $750.  I  might  ask 
the  Senator  from  Colorado  where  he  ob¬ 
tained  that  figure,  where  he  obtained 
that  proposal,  and  what  is  sacred  about 
the  proposal. 

It  does  not  seem  to  the  committee 
to  be  fair  to  tax  a  man  until  he  has  made 
at  least  about  $15  a  week,  or  $60  a  month; 
and  then  the  tax  would  commence  at  the 
low  rate  of  $1  a  year.  It  likewise  seemed 
fair  that  when  the  married  man  makes 
$125  a  month,  he  should  begin  to  pay  at 
the  low  rate. 

I  call  this  one  fact  to  the  attention 
of  the  Senator  from  Colorado,  and  of 
all  other  Senators  who  will  be  good 
enough  to  look  at  the  facts:  The  single 
person  who  earns,  let  us  say,  $3,000,  will 
pay  $197  in  taxes,  while  the  married 
person  will  pay  only  $123  in  taxes.  That 
stems  to  the  committee  to  be  fair. 

Mr.  ADAMS.  Mr.  President,  the  Sen¬ 
ator  from  Georgia  is  quite  correct  that 
there  is  no  sanctity  to  the  figures  which 
the  Senator  from  Colorado  presents,  but 
I  suggest  that  there  is  no  sanctity  to  the 
figures  which  the  committee  presents. 

We  are  starting  with  a  tax  base;  we 
are  starting  with  an  existing  tax  lav/ 
which  imposes  certain  tax  burdens.  My 
objection  is  that  the  bill  picks  out  one 
group — the  group  that  carries  the  burden 
of  families— and  increases  their  tax  25 
percent,  while  it  increases  the  tax  of  a 
single  man  only  6  percent.  I  am  accept¬ 
ing  the  existing  tax  structure  as  the  basis. 

There  are  two  things  in  tax  legislation: 
One,  of  course,  is  the  raising  of  revenue, 
but  the  other  is  that  the  revenue  shall 
be  raised  by  taxes  which  are  equitable 
and  just;  and  whenever  a  tax  bill  departs 
from  justice  and  equity  it  cannot  be  sus¬ 
tained.  The  increase  in  this  particular 
case  is  not  just  and  proportionate. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  amendment  offered 
by  the  Senator  from  Colorado  [Mr. 
Adams]  to  the  amendment  reported  by 
the  committee. 

The  amendment  to  the  amendment 
was  rejected. 

The  PRESIDING  OFFICER.  The 
question  recurs  on  the  committee  amend¬ 
ment  on  page  22,  beginning  in  line  3, 
on  which  the  yeas  and  nays  have  been 
ordered.  The  clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  HOLMAN  (when  his  name  v/as 
called).  I  have  a  general  pair  with  the 
junior  Senator  from  Tennessee  [Mr. 
Stewart].  I  am  advised  that  if  he  were 
present  he  would  vote  as  I  shall  vote. 
I  am  therefore  at  liberty  to  vote,  and 
vote  “yea.” 

Mr-.  McNARY  (when  his  name  was 
called) .  On  this  vote  I  have  a  pair  with 
the  senior  Senator  from  Tennessee  [Mr. 
McXellar]  .  If  he  were  present,  he  would 
vote  “yea.”  If  permitted  to  vote,  I  should 
vote  “nay.” 

The  roll  call  was  concluded. 

Mr.  TYDINGS.  My  colleague  the 
Senator  from  Maryland  [Mr.  Radcliffe] 


is  necessarily  detained  from  the  Senate. 
If  he  were  present,  he  would  vote  “yea.” 

Mr.  DAVIS.  I  have  a  general  pair  v/ith 
the  junior  Senator  from  Kentucky  [Mr. 
Chandler  ] .  I  understan  d  that  if  he  were 
present  he  would  vote  “yea.”  If  I  were 
permitted  to  vote,  I  should  vote  “nay.” 

Mr.  HILL.  I  announce  that  the  Sen¬ 
ator  from  Washington  [Mr.  Bone],  the 
Senator  from  Iowa  [Mr.  Gillette],  the 
Senator  from  Virginia  [Mr.  Glass],  the 
Senator  from  North  Carolina  [Mr. 
Reynolds],  and  the  Senator  from  New 
York  [Mr.  Wagner]  are  absent  from 
the  Senate  because  of  illness. 

The  Senator  from  Michigan  [Mr. 
Brown],  the  Senator  from  New  Mexico 
•[Mr.  Chavez],  the  Senator  from  Idaho 
[Mr.  Clark],  the  Senators  from  Tennes¬ 
see  [Mr.  McKellar  and  Mr.  Stewart], 
the  Senator  from  Utah  rMr.  Murdock], 
the  Senator  from  Florida  [Mr.  Pepper], 
the  Senator  from  Oklahoma  [Mr. 
Thomas],  and  the  Senator  from  Mon¬ 
tana  [Mr.  Wheeler]  are  necessarily 
absent. 

The  Senator  from  Kentucky  [Mr. 
Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

The  Senator  from  Missouri  [Mr.  Tru¬ 
man],  the  Senator  from  New  York  [Mr. 
Mead],  and  the  Senator  from  Washing¬ 
ton  [Mr.  Wallc-ren]  are  engaged  in  hold¬ 
ing  hearings  on  behalf  of  the  Committee 
to  Investigate  the  National  Defense  Pro¬ 
gram. 

Mr.  AUSTIN.  I  announce  the  follow¬ 
ing  pair  on  this  question: 

The  Senator  from  Massachusetts  [Mr. 
Lodge],  who  would  vote  “nay,”  with  the 
Senator  from  North  Carolina  [Air.  Reyn¬ 
olds],  who  would  vote  “yea.” 

I  also  announce  the  following  general 
pairs: 

The  Senator  from  Indiana  [Mr.  Wil¬ 
lis]  with  the  Senator  from  New  Mexico 
[Mr.  Chavez]  ; 

The  Senator  from  Minnesota  [Mr. 

Shipstead]  v/ith  the  Senator  from  Vir¬ 
ginia  [Mr.  Glass]  ; 

The  Senator  from  South  Dakota  [Mr. 
Gurney]  with  the  Senator  from  Florida 
[Air.  Pepper]  ; 

The  Senator  from  Minnesota  [Mr. 

Ball]  with  the  Senator  from  Missouri 

[Mr.  Truman];  and 

The  Senator  from  Kansas  [Mr.  Reed] 
with  the  Senator  from  Washington  [Mr. 
WallgrenL 

The  Senator  from  Minnesota  [Mr. 

Ball],  the  Senator  from  South  Dakota 
[Mr.  Gurney],  the  Senator  from  Massa¬ 
chusetts  [Mr.  Lodge],  the  Senator  from 
Kansas  [Mr.  Reed],  and  the  Senator 
from  Minnesota  [Mr.  Shipstead]  are 
necessarily  absent. 

The  Senator  from  Indiana  [Mr.  Wil- 


LIS]  is 
injury. 

absent  because 

of  a  personal 

The  result  was  announced — yeas  43, 
nays  23,  as  follows: 

YEAS — 43 

Andrews 

Burton 

Hatch 

Austin 

Byrd 

Hayden 

Bailey 

Caraway 

Butler 

Bankhead 

Connally 

Herring 

Barbour 

Eastland 

Hill 

Barkley 

Ellender 

Holman 

Bilbo 

George 

Johnson,  Colo. 

Brewster 

Gerry 

Lucas 

Bridges 

Green 

Maloney 

Bunker 

Guffey 

O’Daniel 

O’Mahoney 

Smith 

Van  Nuys 

Overton 

Spencer 

Walsh 

Peace 

Taft 

Wiley 

Schwartz 

Thomas,  Utah 

Smathers 

Tydings 
NAYS— 23 

Adams 

Hughes 

Nye 

Aiken 

Kilgore 

Rosier 

Brooks 

La  Follette 

Russell 

Bulow 

Langer 

Thomas,  Idaho 

Capper 

Lee 

Tobey 

Clark,  Mo. 

McCarran 

Tunnell 

Danaher 

McFarland 

Vandenberg 

Downey 

Murray 

NOT  VOTING— 

-30 

Ball 

Gillette 

Mead 

Bone 

Glass 

Murdock 

Brown 

Gurney 

Norris 

Chandler 

Johnson,  Calif. 

Pepper 

Chavez 

Lodge 

Radcliffe 

Clark,  Idaho 

McKellar 

Reed 

Davis 

McNary 

Reynolds 

Shipstead 

Truman 

Wheeler 

Stewart 

Wagner 

White 

Thomas,  Okla. 

Waligren 

Willis 

So  the  committee  amendment  v/as 
agreed  to. 

The  PRESIDING  OFFICER.  The  clerk 
will  state  the  next  committee  amend¬ 
ment  passed  over. 

The  next  amendment  passed  over  was, 
at  the  top  of  page  23,  to  insert: 

Sec.  112.  Returns  of  income  tax. 

(a)  Individual  returns:  Section  51  (a)  of 
the  Internal  Revenue  Code  is  amended  to 
read  as  follows: 

“(a)  Requirement:  The  following  individ¬ 
uals  shall  each  make  under  oath  a  return 
stating  specifically  the  items  of  his  gross  in¬ 
come  and  the  deductions  and  credits  allowed 
under  this  chapter  and  such  other  informa¬ 
tion  for  the  purpose  of  carrying  out  the  pro¬ 
visions  of  this  chapter  as  the  Commissioner 
v/ith  the  approval  of  the  Secretary  may  by 
regulations  prescribe— 

“(1)  Every  individual  who  *s  single  or  who 
is  married  but  not  living  v/ith  husband  or 
wife,  if  having  a  gross  income  for  the  taxable 
year  of  $750  or  over. 

“(2)  Every  individual  who  is  married  and 
living  with  husband  or  wife,  if  no  joint  re¬ 
turn  is  made  under  subsection  (b)  and  if — 

“(A)  Such  individual  has  for  the  taxable 
year  a  gross  income  of  $1,500  or  over,  and  the 
other  spouse  has  no  gross  income;  or 

“(B)  Such  individual  and  his  spouse  each 
has  for  the  taxable  year  a  gross  income  and 
the  aggregate  gross  income  is  $1,500  or  over.” 

(b)  Fiduciary  returns:  Section  142  (a)  of 
the  Internal  Revenue  Code  is  amended  to 
read  as  follows: 

“(a)  Requirement  of  return:  Every  fiduci¬ 
ary  (except  a  receiver  appointed  by  authority 
of  law  in  possession  of  part  only  of  the  prop¬ 
erty  of  an  individual)  shall  make  under  oath 
a  return  for  any  of  the  following  individuals, 
estates,  or  trusts  for  which  he  acts,  stating 
specifically  the  items  of  gross  income  thereof 
and  the  deductions  and  credits  allowed  un¬ 
der  this  chapter  and  such  other  information 
for  the  purpose  of  carrying  out  the  provisions 
of  this  chapter  as  the  Commissioner  with  the 
approval  of  the  Secretary  may  by  regulations 
prescribe — 

“(1)  Every  individual  having  a  gross  in¬ 
come  for  the  taxable  year  of  $750  or  ever,  if 
single,  or  if  married  and  not  living  with  hus¬ 
band  or  wife; 

“(2)  Every  individual  having  a  gross  in¬ 
come  for  the  taxable  year  of  $1,500  or  over, 
if  married  and  living  with  husband  or  wife; 

“(3)  Every  estate  the  gross  income  of 
which  for  the  taxable  year  is  $750  or  over; 

“(4)  Every  trust  the  net  income  of  which 
for  the  taxable  year  is  $100  or  over,  or  the 
gross  income  of  which  for  the  taxable  year  is 
$750  or  over,  regardless  of  the  amount  of  the 
net  income;  and 

“(5)  Every  estate  or  trust  of  which  any 
beneficiary  is  a  nonresident  alien.” 
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(c)  Information  returns:  Section  147  (a) 
of  the  Internal  Revenue  Code  (relating  to 
information  at  the  source)  is  amended  by 
striking  out  “$800”  wherever  occurring  there¬ 
in  and  inserting  in  lieu  thereof  "$750.” 

Mr.  GEORGE.  Mr.  President,  that  is  a 
purely  adjusting  amendment,  dependent 
upon  the  exemptions;  and  I  think  there 
will  be  no  objection  to  its  adoption. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  is  agreed  to. 

The  clerk  will  state  the  next  committee 
amendment  passed  over. 

The  Legislative  Clerk.  The  next 
committee  amendment  is,  on  page  32, 
lines  4  to  24,  section  119,  community 
income. 

Mr.  GEORGE.  Mr.  President,  if  it  is 
agreeable  to  the  Senators  who  are  inter¬ 
ested  in  the  community-property  amend¬ 
ment,  I  make  the  suggestion  and  express 
a  willingness  to  take  up  first  some  of  the 
other  amendments  that  may  be  more 
quickly  disposed  of. 

Mr.  McCARRAN.  Mr.  President,  I  am 
wondering  if  it  would  be  in  keeping  with 
the  Senator’s  program  if  this  matter 
might  be  understood  as  going  over  until 
tomorrow. 

Mr.  GEORGE.  I  should  not  be  able  to 
make  such  an  agreement,  because  we 
might  reach  it  before  tomorrow.  I  should 
be  very  happy  to  do  that  if  I  could;  but 
at  the  present  time  I  cannot  agree  to 
postpone  it  for  that  long. 

Mr.  McCARRAN.  May  this  matter, 
then,  be  considered  as  the  last  contro¬ 
versial  item? 

Mr.  GEORGE.  I  am  perfectly  willing 
to  have  it  considered  as  the  last  item 
now  in  the  bill;  but,  of  course,  I  could  not 
say  that  some  Senators  would  not  offer 
amendments  from  the  floor  which  would 
lead  to  controversy. 

Mr.  BARKLEY.  The  last  controver¬ 
sial  committee  amendment. 

Mr.  GEORGE.  That  is  what  I  under¬ 
stand  the  Senator  to  mean.  That  would 
be  quite  agreeable. 

Mr.  McCARRAN.  The  last  controver¬ 
sial  matter  now  in  the  bill. 

Mr.  GEORGE.  Yes;  the  last  commit¬ 
tee  amendment  now  made  in  the  bill. 

Mr.  McCARRAN.  Very  well. 

The  PRESIDING  OFFICER.  Without 
objection,  the  community-property 
amendment  will  be  deferred  for  consid¬ 
eration  until  all  other  committee  amend¬ 
ments  shall  have  been  disposed  of.  The 
Chair  hears  no  objection,  and  it  is  so 
ordered. 

The  clerk  will  state  the  next  committee 
amendment  passed  over. 

The  next  amendment  passed  over  was, 
under  the  heading  “Title  II — Excess- 
profits  tax”,  on  page  33,  after  line  16,  to 
strike  out: 

“(2)  Special  rule  in  certain  cases  where 
invested  capital  credit  is  used:  In  the  case  of 
a  taxpayer  entitled  to  have  its  excess-profits 
credit  computed  under  either  section  713 
(income  credit)  or  section  714  (invested  cap¬ 
ital  credit),  if  the  use  of  the  credit  under 
section  714  is  more  advantageous  to  the  tax¬ 
payer,  the  tax  imposed  by  this  section  shall 
be  the  sum  of — 

“(A)  an  amount  determined  under  para¬ 
graph  (1)  of  this  subsection  with  the  use  of 
the  credit  provided  in  section  714,  plus — 

“(B)  Ten  percent  of  the  amount,  if  any, 
by  which — 

“(i)  the  adjusted  excess  profits  net  Income 
computed  with  the  use  of  the  credit  under 


section  713  and  with  the  excess-profits  credit 
carry-over  which  would  be  available  for  the 
taxable  year  if  the  excess-profits  credit  appli¬ 
cable  to  each  of  the  preceding  taxable  years 
for  which  tax  is  imposed  by  this  subchapter 
had  been  the  excess-profits  credit  computed 
under  section  713,  exceeds 

“(ii)  the  adjusted  excess-profits  net  income 
computed  with  the  use  of  the  credit  under 
section  714. 

“(3)  Limitation  on  application  of  special 
rule:  If  the  tax  under  paragraph  (2)  is 
greater  than  the  amount  determined,  with 
the  use  of  the  credit  provided  in  section  713, 
under  paragraph  (1)  of  this  subsection,  the 
tax  shall  be  the  amount  so  determined  under 
paragraph  (1).” 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
think  the  Senate  should  have  its  atten¬ 
tion  drawn  to  this  amendment. 

As  will  be  understood  by  those  who 
have  studied  the  present  excess-profits 
tax  law,  we  have  a  double-barreled  sys¬ 
tem.  Under  the  average-earnings  meth¬ 
od,  corporations  strike  an  average  of 
their  earnings  from  1936  to  1939,  and  pay 
only  on  any  excess  earnings  in  the  tax¬ 
able  year  over  and  above  the  average 
for  the  so-called  base  period.  Under  the 
invested-capital  method,  a  corporation 
computes  its  excess-profits-tax  liability 
on  the  basis  of  its  invested  capital,  and 
pays  a  tax  on  any  profits  over  the  per¬ 
centage  return  allowed  by  the  law.  Ob¬ 
viously,  the  corporate  taxpayer  uses  the 
method  which  results  in  the  least  tax 
liability. 

As  I  view  the  matter,  the  House  com¬ 
mittee  has  moved  in  the  direction  of  mak¬ 
ing  the  average-earnings  method  the 
primary-base  method,  permitting  the  in¬ 
vested-capital  method  to  be  employed  in 
the  nature  of  a  relief  provision.  Wheth¬ 
er  I  am  correct  about  that  is  immaterial. 
The  fact  is  that  there  are  many  corpora¬ 
tions  with  high  invested  capital  that  have 
had  very  poor  average-earning  years  in 
the  base  period,  but  that  have  made  very 
substantial  profits  and  will  make  increas¬ 
ingly  substantial  profits  before  they  be¬ 
gin  to  pay  any  excess-profits  tax. 

Mr.  President,  I  am  not  advocating  the 
rejection  of  the  committee  amendment 
in  this  regard  upon  any  basis  of  theo¬ 
retical  taxation.  It  simply  comes  down 
to  the  question  whether  we  wish  to  per¬ 
mit  corporations  which  have  high  in¬ 
vested  capital,  which  are  suddenly  receiv¬ 
ing  tremendously  increased  profits  di¬ 
rectly  and  indirectly  from  the  defense 
program,  to  go  on  paying  no  excess- 
profits  tax  because  their  earnings  do  not 
eat  up  the  credits  which  they  have  under 
the  invested-capital  method. 

The  House  evidently  endeavored  to 
reach  that  situation  by  imposing  a  10- 
percent  tax  on  corporations  using  the 
invested-capital  method.  From  the 
standpoint  of  theory,  perhaps  the  tax 
is  not  so  easily  justified;  but  from  the 
standpoint  of  practical  results,  it  may 
have  much  to  commend  it,  especially 
since  we  are  using  this  double-barreled 
method  of  taxation. 

I  wish  to  cite  a  few  examples  of  the 
corporations  I  have  in  mind. 

Take  the  case  of  the  United  States 
Steel  Corporation,  for  example.  Its  net 
income  in  1936  was  $62,300,000.  In 
1937  it  was  $125,400,000.  In  1938  it  had 
a  deficit  of  $4,800,000,  and  in  1939  a  net 


income  of  $54,100,000.  Therefore,  the 
average  for  1936-39  is  $59,200,000.  Earn¬ 
ings  in  1940,  however,  were  $155,800,000. 
The  excess  of  earnings  in  1940  over  the 
1936-39  average  amounted  to  $96,600,- 
000;  but  because  of  the  high  capitaliza¬ 
tion  of  the  United  States  Steel  Corpo¬ 
ration  it  has  no  excess-profits  tax  lia¬ 
bility  under  the  existing  law. 

Mr.  WALSH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LA  FOLLETTE.  I  yield  to  the 
Senator  from  Massachusetts. 

Mr.  WALSH.  Notwithstanding  the 
fact  that  it  is  one  of  the  corporations 
in  the  country  that  undoubtedly  has  ben¬ 
efited  by  the  large  number  of  defense 
contracts. 

Mr.  LA  FOLLETTE.  The  increase  in 
profits  of  the  United  States  Steel  Cor¬ 
poration  in  1940  over  the  1936-39  aver¬ 
age  is  163  percent. 

Mr.  WALSH.  Is  it  not  fair  to  assume 
that  a  good  deal  of  that  is  the  result  of 
its  Government  contracts? 

Mr.  LA  FOLLETTE.  As  the  Senator 
points  out,  of  course,  all  steel  companies 
are  direct  beneficiaries  of  the  defense 
program.  United  States  Steel  was 
awarded  defense  contracts  in  the  amount 
of  $209,900,000  between  June  1940  and 
June  1941. 

Mr.  WALSH.  Will  the  Senator  tell  us, 
if  he  has  the  figures,  what  the  United 
States  Steel  Co.  would  pay  in  excess- 
profits  tax  under  the  bill  as  it  passed 
the  House?  As  I  understand,  it  would 
pay  nothing  under  the  Senate  committee 
bill. 

Mr.  LA  FOLLETTE.  I  am  afraid  I  do 
not  have  those  figures  at  hand. 

Mr.  WALSH.  It  would  be  a  rather  sub¬ 
stantial  tax. 

Mr.  LA  FOLLETTE.  It  would  be  a 
substantial  amount.  As  it  now  stands, 
they  did  not  pay  any  excess-profits  tax 
in  1940.  Of  course,  how  much  their  net 
income  may  increase  in  1941,  to  absorb 
their  credit  under  the  invested  capital 
method,  I  have  no  way  of  knowing. 

Mr.  WALSH.  I  think  I  have  seen  fig¬ 
ures  somewhere,  submitted  by  the 
Treasury,  taken  from  the  financial  re¬ 
ports  which  were  available  of  profits  for 
the  first  6  months  of  this  year,  indicating 
that  they  would  pay  no  excess-profits 
tax,  or  a  very  slight  one. 

Mr.  LA  FOLLETTE.  Of  course,  that 
is  true.  Another  example  is  the  Ameri¬ 
can  Woolen  Co.,  which  in  1936  had  a  net 
income  of  $2,550,000;  in  1937  a  deficit  of 
$1,690,000;  in  1938  a  deficit  of  $4  870,000; 
in  1939  a  net  income  of  $2,740,000.  The 
average  for  the  base  period,  1936  to  1939, 
was  a  deficit  of  $320,000.  The  excess  of 
earnings  in  1940  over  the  1936-39  aver¬ 
age  amounted  to  $4,280,000,  but  their  ex¬ 
cess-profits  tax  liability  under  the  ex¬ 
isting  excess-profits  tax  law  is  nothing. 

The  American  Car  &  Foundry  Co.  is 
another  example  in  point.  In  1936  they 
had  a  net  income  of  $1,410,000:  in  1937 
a  net  income  of  $960,000;  in  1938  a  deficit 
of  $1,540,000;  in  1939  a  net  income  of 
$200,000.  Their  average,  1936  to  1939, 
was  $260,000.  Their  excess  of  earnings 
in  1940  over  the  1936-39  average  was 
$6,320,000,  but  their  excess-profits  tax 
liability  is  nothing  under  the  existing 
law. 
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The  International  Paper  &  Power  Co. 
had  an  average  in  1936-39  of  $5,120,000. 
Their  1940  net  income,  according  to  pub¬ 
lished  data,  was  $23,180,000.  Their  ex¬ 
cess-profits  tax  liability,  however,  is  only 
$2,130,000. 

As  I  recall,  the  Treasury  estimates 
that  approximately  $67,000,000  is  in¬ 
volved  in  this  item,  which  will  be  lost  to 
the  Treasury  if  the  committee’s  recom¬ 
mendation  prevails. 

I  do  not  wish  to  labor  the  point,  but  I 
believe  that  the  House  made  a  conscien¬ 
tious  effort  to  reach  corporations  using 
the  invested-capital  method  which  it  felt 
were  direct  or  indirect  beneficiaries  of 
the  defense  program  and  which  should 
be  paying  some  excess-profits  tax  as  a 
result  of  that  situation.  As  I  stated  at 
the  outset,  however,  the  tax  in  theory 
is  perhaps  not  a  proper  tax,  but  we  are 
confronted  here,  in  a  way,  with  a  situa¬ 
tion  of  which  I  thought  the  Senate 
should  be  aware  before  it  voted  upon  this 
matter. 

Mr.  GEORGE.  Mr .  President,  the 
distinguished  Senator  from  Wisconsin  is 
somewhat  wrong  in  his  figures.  Under 
the  pending  bill  these  rates  are  retro¬ 
active  to  the  1st  of  January.  While  I 
do  not  like  to  take  particular  companies, 
United  States  Steel,  for  instance,  will 
pay  a  very  heavy  excess-profits  tax  this 
year.  In  1940,  because  the  upward  in¬ 
dustrial  movement  did  not  begin  until 
the  last  3  or  4  months  of  the  year,  they 
did  not  reach  the  level  of  their  credit; 
the  Senator  is  quite  right  about  that. 

Mr.  LA  FOLLETTE.  I  did  not  make 
that  statement;  I  was  very  careful,  if  the 
Senator  will  permit  me,  to  point  out  that 
I  had  no  way  of  knowing  what  their  tax 
liability  would  be  under  existing  law. 

Mr,  WALSH.  I  think  I  gave  that  in¬ 
formation.  My  impression  was,  and  it 
may  be  a  fact,  that  they  did  not  pay  any 
this  year. 

Mr.  GEORGE.  They  did  not  pay  any 
as  of  March  15. 

Mr.  WALSH.  My  information  was 
that  they  would  not  pay  any  under  the 
Senate  committee  provisions,  but  would 
under  the  House  text. 

Mr.  GEORGE.  The  statement  the 
Senator  from  Wisconsin  has  made  with 
reference  to  steel  corporations  undoubt¬ 
edly  is  accurate.  But  most  of  all  these 
large  payers  would,  under  the  bill,  have 
paid  something  in  1940,  not  all  of  them, 
but  some  of  them.  Certainly  a  large 
earning  company  such  as  the  United 
States  Steel  Corporation  will  pay  a  con¬ 
siderable  amount  in  taxes  in  1940,  under 
the  bill.  The  10  percent,  of  course, 
would  apply  under  those  circumstances 
if  their  earnings  in  the  base  period  were 
less  than  the  invested-capital  credit. 

The  United  States  Steel  Corporation, 
from  the  very  best  information  I  am 
able  to  obtain,  will  actually  pay  an  ex¬ 
cess-profits  tax  of  more  than  $12,000,000, 
and  a  normal  tax  of  over  $27,000,000,  or  a 
total  tax  of  approximately  $39,000,000. 
And  many  of  the  higher-earning  corpo¬ 
rations  will  also  pay  heavy  taxes  under 
the  bill. 

With  reference  to  one  of  the  high  earn¬ 
ers  using  the  average  earnings  base,  I 
should  like  to  call  attention  to  certain 


figures,  which  I  have  verified,  using  round 
numbers.  One  company  paid  a  tax  in 
1939  of  $7,000,000.  In  1940— and  this  is 
on  the  average  earning  base  not  the  in¬ 
vested  capital  base — it  paid  a  tax  of  $12,- 
500,000,  of  which  $1,000,000  was  excess- 
profits  tax.  Under  the  pending  bill  the 
1941  tax,  at  the  rate  of  earning  for  the 
two  first  quarters  of  the  year  and  for  the 
third  quarter,  will  amount  to  $24,300,000, 
of  which  $5,000,000  will  be  excess-profits 
taxes.  So  that  there  is  a  group  of  cor¬ 
porate  taxpayers  who  have  not  earned 
enough  to  get  above  their  excess-profits 
credit  even  for  the  current  year,  perhaps, 
and  many  of  them  earned  enough  to  show 
a  substantial  increase  in  earnings. 

The  position  of  the  Treasury  is  easily 
understandable,  and  of  course,  makes 
a  rather  strong  appeal,  that  is,  that  such 
companies  as  have  profited  presumably 
by  the  general  increase  in  business  due 
to  Federal  spending,  or  the  defense  pro¬ 
gam,  many  of  which  have  profited 
dii  ectly  from  that  program,  but  have  not 
reached  earnings  equal  to  their  excess- 
profits  credit,  though  they  have  traveled 
far  toward  that  credit  base,  should  pay 
some  tax.  That  is  the  theory  on  which 
this  tax  was  imposed  by  the  House,  as  I 
understand.  As  I  said  it  has  a  good  deal 
to  commend  it,  particularly  when  we  con¬ 
sider  a  corporation  whose  earnings  are 
directly  ..raceable  or  almost  directly  trace¬ 
able  to  the  defense  spending  by  the  Gov¬ 
ernment.  But  it  seemed  to  me  to  be  so 
unsound  that  we  ought  not  to  approve  it, 
for  this  reason:  Whatever  excess-profits 
tax  we  have,  and  whatever  the  basis  of 
that  excess-profits  tax  is,  whether  in¬ 
vested  capital  or  average  earnings,  or 
both,  if  such  earnings  do  not  exceed  what 
we  have  fixed  as  a  normal  return  through 
the  invested  capital  credit  or  the  average 
earnings  credit  they  have  not  realized 
excess  profits.  In  the  pending  bill,  as 
Senators  know,  the  excess  profits,  when 
they  are  ascertained,  are  taxable  at  the 
rate  of  35  percent  of  the  first  $20,000,  and 
are  taxable  at  60  percent  on  all  over  $500,- 
000.  So  whatever  the  credit  is,  and  what¬ 
ever  the  defect  may  be  in  the  excess- 
profits  tax,  whether  we  have  the  right 
base,  or  whether  we  have  given  too  high 
a  credit,  or  whether  the  credit  is  exces¬ 
sive,  it  would  seem  that  we  ought  to  ad¬ 
here  to  something  like  consistency  in  im¬ 
posing  the  tax,  and  see  to  it  that  this  ex¬ 
tremely  high  tax  on  excess  profits  will  not 
be  applied  unless  the  corporation  has 
earned  its  full  credit. 

Mr.  WALSH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  GEORGE.  I  am  glad  to  yield  to 
the  Senator  from  Massachusetts. 

Mr.  WALSH.  The  Senator’s  state¬ 
ment  is  very  fair  and  is  an  admirable 
presentation  of  the  pros  and  cons  of  this 
delicate  and  intricate  subject.  There  is 
this  to  be  said,  I  think,  that  if  the  Senate 
committee  amendment  is  adopted,  as  it 
probably  will  be,  the  whole  subject  will  be 
open  to  consideration  in  conference. 

Mr.  GEORGE.  I  was  about  to  remark 
that  if  the  Senate  committee  amendment 
is  approved  the  whole  subject  anyway  will 
be  in  conference,  and  there  will  be  oppor¬ 
tunity  to  give  consideration  to  this  spe¬ 
cial  tax. 


Mr.  VANDENBERG.  Mr.  President, 
will  the  Senator  yield? 

Mr.  GEORGE.  I  am  glad  to  yield. 

Mr.  VANDENBERG.  Might  there  not 
be  a  middle  ground  .where  minds  might 
meet  on  the  basis  of  the  suggestion  origi¬ 
nally  submitted  by  the  able  Senator  from 
Ohio  [Mr.  Taft]  ?  In  other  words,  might 
there  not  be  a  primary  cushion  of  2-  or 
3-percent  exemption  established  before 
the  10-percent  penalty  is  applied,  so  as 
to  cushion  the  effect  of  the  tax  against 
those  upon  whom  it  would  obviously  be 
unfairly  burdensome,  and  yet  to  reach 
those  in  the  classification  the  Senator 
from  Wisconsin  [Mr.  La  Follette]  has 
been  discussing? 

Mr.  GEORGE.  Mr.  President,  I  should 
like  to  say  to  the  Senator  from  Michigan 
that  I  think  there  was  much  in  the  sug¬ 
gestion  which  I  believe  originally  was 
made  by  the  Senator  from  Ohio.  His 
precise  proposal  would  probably  bear 
heaviest  upon  the  relatively  small  cor¬ 
poration.  If  it  is  found  desirable  in  con¬ 
ference,  where  the  whole  question  will  be 
open,  to  impose  some  tax  and  at  the  same 
time  not  work  an  undue  hardship  upon 
relatively  small  companies,  I  should  like 
to  express  the  hope  th  ,t  the  Senator 
from  Wisconsin,  who  will  be  one  of  the 
conferees,  of  course,  will  allow  the  Senate 
committee  amendment  to  be  approved, 
because  it  will  be  in  conference,  and 
there  will  be  an  opportunity  to  work  out 
something  on  this  particular  section  of 
the  tax  bill. 

The  PRESIDING  OFFICER  (Mr.  Kil¬ 
gore  in  the  chair).  The  question  is  on 
agreeing  to  the  committee  amendment  on 
page  33,  beginning  with  line  17  and  end¬ 
ing  in  line  4  on  page  35. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
next  amendment  passed  over  at  the  in¬ 
stance  of  the  chairman  of  the  Finance 
Committee  will  be  stated. 

The  next  amendment  passed  over  was, 
on  page  36,  line  1,  to  strike  out: 

Sec.  202.  Disclaimer  of  credit. 

(a)  Section  712  (c)  of  the  Internal  Revenue 
Code  (relating  to  disclaimers  of  excess-profits 
credit  is  amended  to  read  as  follows: 

“(c)  Effect  of  disclaimer  of  credit:  If  the 
taxpayer  states  in  its  return  for  the  taxable 
year  under  this  subchapter  that  it  disclaims 
the  use  of  the  credit  computed  under  section 
714,  such  credit  shall  not,  for  the  purposes 
of  the  internal-revenue  laws,  be  applicable 
to  the  computation  of  the  tax  under  this 
subchapter  for  such  taxable  year.” 

(b)  The  last  sentence  of  section  729  (b) 
(1)  is  amended  to  read  as  follows:  “If  the 
taxpayer  states  in  such  return  that  it  dis¬ 
claims  the  use  of  the  credit  computed  under 
section  714  in  the  computation  of  the  tax 
under  this  subchapter  for  the  taxable  year, 
the  computation  and  information  based  on 
such  credit  may  be  omitted  from  the  return.” 

(c)  Section  741  (b)  of  the  Internal  Revenue 
Code  (relating  to  disclaimers  of  excess-profits 
credit)  is  amended  to  read  as  follows: 

“(b)  Effect  of  disclaimer  of  credit:  If  the 
taxpayer  states  in  its  return  for  the  taxable 
year  under  this  subchapter  that  it  disclaims 
the  use  of  the  credit  computed  under  section 
714,  such  credit  shall  not,  for  the  purposes  of 
the  internal-revenue  laws,  be  applicable  to 
the  computation  of  the  tax  under  this  sub¬ 
chapter  for  such  taxable  year." 

Sec.  203.  Cases  in  which  no  return  required. 

Section  729  (b)  (2)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows: 
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“(2)  No  return  required:  Notwithstanding 
subsection  (a) ,  no  return  under  section  52  (a) 
shall  be  required  to  be  filed  under  this  sub- 
:  chapter  : 

“(A)  By  any  taxpayer  entitled  to  have  its 
excess-profits  credit  computed  under  either 
section  713  or  section  714  for  any  taxable 
year  for  which  its  excess-profits  net  income, 
computed  with  the  adjustments  provided  in 
section  711  (a)  (1)  and  placed  on  an  annual 
basis  as  provided  in  section  711  (a)  (3),  Is 
not  greater  than  $5,000;  or 

“(B)  By  any  taxpayer  not  entitled  to  have 
Its  excess-profits  credit  computed  under  sec¬ 
tion  713  for  any  taxable  year  for  which  its 
excess-profits  net  income,  computed  with  the 
adjustments  provided  in  section  711  (a)  (2) 
and  placed  on  an  annual  basis  as  provided  in 
section  711  (a)  (3),  is  not  greater  than 

$5,000.” 

Mr.  GEORGE.  Mr.  President,  that 
amendment,  I  think,  should  now  be 
agreed  to  because  it  is  connected  with  or 
tied  up  with  the  special  10-percent 
excess-profits  tax  which  the  Senate  has 
just  passed  upon.  It  becomes  necessary 
to  agree  to  it  especially  since  that 
amendment  has  been  agreed  to. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment  beginning  at  the  top  of  page 
36  and  continuing  down  to  and  including 
line  20  on  page  37. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The  next 
committee  amendment,  being  in  title  4, 
which  was  passed  over  at  the  instance 
of  the  Senator  from  Wisconsin  [Mr.  La 
Follette]  will  be  stated. 

The  next  committee  amendment 
passed  over  was,  on  page  51,  after  line 
21,  to  strike  out: 


If  the  net  estate  is — 


The  tentative  tax  shall  be — 


Not  over  $5,000.. . 

Over  $5,000  but  not  over 

$10,000. 

Over  $10,C0C  but  not  over 

$20,000. 

Over  $20,000  but  not  over 
$30,000. 

Over  S30,000  but  not  over 
$40,0/00. 

Over  $40,000  but  not  over 
$50,000. 

Over  $50,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 

$100,000. 

Over  $100,000  but  not  over 
$250  000 

Over  $250,000  but  not  over 
$500  000. 

Over  $500,060  but  not  over 

1  $750,000. 

Over  $750,000  but  not  over 

$1,000,000. 

Over  $1,000,000  but  not 
over  $1,250,000. 

Over  $1,250,000  but  not 
over  $1,500,000. 

Over  $1,600,000  but  not 
over  $2,000,000. 

Over  $2,000,000  but  not 
over  $2,500,000. 

Over  $2,500,000  but  not 
over  $3,000,000. 

Over  $3,000,000  but  not 
over  $3,500,000. 

Over  $3,500,600  but  not 
over  $4,000,000. 

Over  $4,000,000  but  not 
over  $5,000,000 

Over  $5,000,000  but  not 
over  $6,000,000. 

Over  $6,000,000  but  not 
over  $7,000,000. 

Over  $7,000,000  but  not 
over  $8,000,000. 

Over  $8,000,000  but  not 
over  $10,000,600. 

Over  $10,000,000 . 


3%  of  the  net  estate. 

$1.50,  plus  7%  of  excess  over  . 
$5,000. 

$500,  plus  10%  of  excess  over 

$10,000. 

$1,500.  plu'  13%  of  excess 
over  $20,000. 

$2,800,  plus  16%  of  excess 
over  $30,000. 

$4,400,  plus  20%  of  excess 
over  $40,000. 

$6,400,  plus  23%  of  excess 
over  $50,000. 

$8,700,  plus  25%  o.  excess 
over  $60,000. 

$18,700,  plus  27%  of  excess 
over  $100,000. 

$59,200,  plus  29%  of  excess 
over  $250,000. 

$131,700,  plus  32%  o;  excess 
over  $500,000. 

$211,700,  plus  34%  of  excess 
over  $750,000. 

$296,700  plus  36%  of  excess 
over  $1,000,000. 

$386,700,  plus  38%  of  excess 
over  $1,250,000. 

$481,700,  plus  41%  of  excess 
over  $1,500,000. 

$686,700,  plus  45%  of  excess 
over  $2,000,000. 

$911,700,  plus  48%  of  excess 
over  $2,500,000. 

$1,151,700,  plus  51%  of 
excess  over  $3,000,000. 

$1,406,700,  plus  54%  of 
excess  over  $3,500,000. 

$1,676,700,  plus  58%  of 
excess  over  $4,000,000. 

$2,256,700,  plus  61%  of 
excess  over  $5,000,000. 

$2,866,700,  plus  64%  of 
excess  over  $6,000,000. 

$3,506,700,  plus  66%  of 
excess  over  $7,000,000. 

$4,166,700,  plus  69%  of 
excess  over  $8,000,000. 

$5,546,700,  plus  70%  of 
excess  over  $10,000,000. 


And  in  lieu  thereof  to  insert: 


If  the  net  estate  is — 


The  tentative  tax  shall  be — 


Not  over  $5,000 _ 

Over  $5, COO  but  not  over 

$10,000. 

Over  $10,000  but  not  over 

$20,000. 

Over  $20,000  but  not  over 
$30,000. 

Over  $30,000  but  not  over 
$40,000. 

Over  $40,000  but  not  over 
$50,000. 

Over  $50,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 

$100,000. 

Over  $100,000  but  not  over 
$250,000. 

Over  $250,000  but  not  over 
00(1 

Over  $500, COO  hut  not  over 
$750,000. 

Over  $750,000  tut  not  over 

$1,000,000. 

Over  $1,000,000  hut  no 
over  $1,250,000. 

Over  $1,250,000  but  not 
over  $1,500,000. 

Over  $1,500,000  but  not 
over  $2,000,000. 

Over  $2,000X00  but  not 
over  $2,500,000. 

Over  $2,500,000  but  not 
over  $3,000,000. 

Over  $3,000,000  tut  not 
over  $3,500,000. 

Over  $3,500,000  but  not 
over  $4,000,000. 

Over  $4,000,000  but  not 
over  $5  000,000. 

Over  $5,000,000  tut  not 
over  $6,000,000. 

Over  $6,000,000  but  not 
over  $7,000,000. 

Over  $7,000,000  tut  not 
over  $8,000,000. 

Over  $8,000,000  but  not 
over  $10,000,000. 

Over  $10,000,000 . 


3%  of  the  net  estate. 

$150,  plus  7%  of  excess  over 
$5,000. 

$500,  plus  11%  of  excess  over 

$10,000. 

$1,600,  plus  14%  of  excess 
over  $20,000. 

$3,000,  plus  18%  of  excess 
over  $30,000. 

$4,800,  plus  22%  of  excess 
over  $40,000. 

$7,000,  plus  25%  of  excess 
over  $50,000. 

$9,500,  plus  28%  of  excess 
over  $60,000. 

$20,700,  plus  30%  of  excess 
over  $100,000. 

$65,700,  plus  32%  of  excess 
over  $250,000. 

$145,700,  plus  35%  ol  excess 
over  $500,000. 

$233,200,  plus  37%  of  excess 
over  $750,000. 

$325,700,  plus  39%  of  excess 
over  $1,000, COO. 

$423,200,  plus  42%  of  excess 
over  $1,250,000. 

$528,200,  plus  45%  of  excess 
over  $1,500,000. 

$753,200,  plus  49%  of  excess 
over  $2,000,000. 

$998,200,  plus  53%  of  excess 
over  $2,500,000. 

$1,263,200,  plus  56%  0/  ex¬ 
cess  over  $3,000,000. 

$1,543,200,  plus  59%  of  ex¬ 
cess  over  $3,500,000. 

$1,838,200,  plus  63%  of  ex¬ 
cess  over  $4,000,000. 

$2,468,200,  plus  67%  ol  ex¬ 
cess  over  $5,000,000. 

$3,138,200,  plus  70%  of  ex¬ 
cess  over  $6,000,000. 

$3,838,200,  plus  73%  of  ex¬ 
cess  over  $7,000,000. 

$4,508,200,  plus  76%  ol  ex¬ 
cess  over  $8,000,000. 

$6,088,200,  plus  77%  of  ex¬ 
cess  over  $10,000,000. 


Mr.  GEORGE.  Mr  President,  does  the 
Senator  from  Wisconsin  desire  to  offer 
an  amendment? 

Mr.  LA  FOLLETTE  Mr.  President,  I 
desire  to  offer  in  lieu  of  the  schedule  pro¬ 
posed  to  be  inserted  by  the  committee 
amendment,  the  amendments  which  were 
originally  proposed  to  the  House  Ways 
and  Means  Committee  by  the  Treasury. 
If  it  is  agreeable  to  the  Senator  from 
Georgia  I  can  do  so  now. 

Mr.  GEORGE.  Mr.  President,  I  think 
that  may  as  well  be  done,  unless  there  is 
some  reason  why  the  Senator  would  like 
to  have  the  matter  go  over. 

Mr.  LA  FOLLETTE  No;  I  have  no  de¬ 
sire  to  have  it  go  over. 

Mr.  President,  I  offe*  an  amendment  on 
pages  52  and  53,  in  lieu  of  the  schedule 
proposed  to  be  inserted  by  the  committee 
amendment,  and  I  ask  unanimous  con¬ 
sent  that  the  amendment  may  be  printed 
in  the  Record  as  though  read,  because  I 
can  explain  very  briefly  what  the  amend¬ 
ment  proposes  to  do. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  amendment  is  as  follows: 


On  pages  52  and  53,  in  lieu  of  the  schedule 
proposed  to  be  inserted  by  the  committee 
amendment,  insert  the  following  schedule: 

If  the  net  estate  is— 

The  tentative  tax  shall  be — 

Not  over  $5, COO . 

4%  of  the  net  estate. 

$200,  plus  8%  of  excess  over 
$5,000. 

$600,  plus  13%  of  excess  over 
$10,000. 

$1,900,  plus  17%  of  excess 
over  $20,000. 

Over  $5,000  but  not  over 
$10,000. 

Over  $10,000  but  not  over 
$20,000. 

Over  $20,000  but  not  over 
$30,000. 

If  the  net  estate  is— 


The  tentative  tax  shall  be— 


Over  $30,000  but  not  over 
$40,000. 

Over  $40,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 
$80,000. 

Over  $80,000  hut  not  over 

$100,000. 

Over  $100,000  but  not  over 
$150,000. 

Over  $150,000  but  not  over 

$200,000. 

Over  $200, 0C0  but  not  over 
$250,000. 

Over  $250,000  but  not  over 
$300,000. 

Over  $300,000  but  not  over 
$500,000. 

Over  $500,000  but  not  over 

$1,000,000. 

Over  $1,000,000  but  not 
over  $2,000,000. 

Over  $2,000,000  but  not 
over  $3,000,000. 

Over  $3,000,000  but  not 
over  $4,000,000. 

Over  $4,000,000  but  not 
over  $5,000,000. 

Over  $5,000,000  but  not 
over  $6,000,000. 

Over  $6,000,000  but  not 
over  $7,000,000. 

Over  $7,000,000  but  not 
over  $8,000,000. 

Over  $8,000,000  but  not 
over  $9,000,000. 

Over  $9,000,000  but  not 
over  $10,000,000. 

Over  $10,000,000  but  not 
over  $20,000,000. 

Over  $20,000,000  but  not 
over  $.50,000,000. 

Over  $50,000,000 . 


$3,600,  plus  22%  of  excess 
over  $30,000. 

$5,800,  plus  25%  of  excess 
over  $40,000. 

$10,800,  plus  28%  of  excess 
over  $60,000. 

$16,400,  plus  31%  of  excess 
over  $80,000. 

$22,600,  plus  34%  of  excess 
over  $100,000. 

$39,600,  plus  37%  of  excess 
over  $150,000. 

$58,100,  plus  40%  ol  excess 
over  $200,000. 

$78,100,  plus  44%  of  excess 
over  $250,000. 

$100,100,  plus  48%  oi  excess 
over  $300,000. 

$196,100,  plus  52%  of  excess 
over  $500,000. 

$456,100,  plus  54%  of  excess 
over  $1,000,000. 

$996,100,  plus  56%  Of  excess 
over  $2,000,000. 

$1,556,100,  plus  5S%  ol  ex¬ 
cess  over  $3,000,000. 

$2,136,100,  plus  61%  of  ex¬ 
cess  over  $4,000,000. 

$2,746,100,  plus  63%  of  ex¬ 
cess  over  $5,000,000. 

$3,376,100,  plus  05%  oi  ex 
cess  over  $6,000,000. 

$4,026,100,  plus  67%  o:  ex 
cess  over  $7,000,000. 

$4,696,100,  plus  69%  ol  ex¬ 
cess  over  $8,000,000. 

$5,386,100.  plus  71%  o.'  ex 
cess  over  $9,000,000. 

$6,096,100,  plus  73%  ol  ex¬ 
cess  over  $10,000,000. 

$13,396,100.  plus  75%  of  ex¬ 
cess  over  $20,000,060. 

$35,896,100,  plus  77%  of  ex¬ 
cess  over  $50,000,000. 


On  page  54,  between  lines  3  and  4,  insert 
the  following  new  subsection : 

“(b)  Exemption  reduced:  Section  935  (b) 
of  the  Internal  Revenue  Code  is  amended  by 
striking  out  ‘$40,000’  and  inserting  in  lieu 
thereof  ‘$25,000’.” 

On  page  54,  line  4,  strike  out  “(b)”  and  in 
lieu  thereof  insert  “(c).” 

On  page  54,  between  lines  5  and  6,  insert 
the  following  subsection: 

“(d)  Insurance  exemption  for  estate  taxes 
reduced:  Section  811  (g)  of  the  Internal 
Revenue  Code  is  amended  by  striking  out 
‘$40,000’  and  inserting  in  lieu  thereof 
‘$25,000’.” 

On  page  54,  line  6,  strike  out  “(c)”  and  in 
lieu  thereof  insert  “(e)”;  and  in  the  same 
line,  strike  out  “(a)  and  (b)”  and  in  lieu 
thereof  insert  “(a),  (b),  (c),  and  (d).” 

On  pages  55  and  56,  in  lieu  of  the  rate 
schedule  proposed  to  be  inserted  by  the  com¬ 
mittee  amendment  insert  the  following: 


If  the  net  gifts  are — 


The  tax  shall  be — 


Not  over  $5,000. . 

Over  $5,000  but  not  over 

$10,000. 

Over  $10,000  but  not  <ver 

$20,000. 

Over  $20,000  but  not  over 
$30,000. 

Over  $30,000  but  not  over 
$40,000. 

Over  $40,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 
$80,000. 

Over  $80,000  but  not  over 

$100,000. 

Over  $100, COt  but  not  over 
$150,000. 

Over  $150,000  but  not  over 

$200,000. 

Over  $200,'  00  but  not  over 
$250,600. 

Over  $250,000  but  not  over 
$300,000. 

Over  $300,000  but  not  over 
$500,000. 

Over  $500, 00C  but  not  over 

$1,000,000. 

Over  $1,000,000  but  not 
over  $2,000,000. 


3%  of  the  net  gifts. 

$150,  plus  6%  of  excess  over 
$5,000. 

$450.  plus  954%  of  excess 
over  $10,000. 

$1,425,  plus  1254%  of  excess 
over  $20,000. 

$2,700,  plus  16J4%  of  excess 
over  $30,000. 

$4,350,  plus  1854%  o.  excess 
over  $40,000. 

$8,100,  plus  21%  of  excess 
over  $60,000. 

$12,300,  plus  23)4%  of  excess 
over  $80,000. 

$16,950,  plus  25J4%  of  excess 
over  $100,000. 

$29,700,  plus  2754%  o!  excess 
over  $150,000. 

$43,575,  plus  30%  of  excess 
over  $200,000. 

$58,575,  plus  33%  of  excess 
over  $250,000. 

$75,075,  plus  36%  of  excess 
over  $300,000. 

$147,075,  plus  39%  0  excess 
over  $500,000. 

$342,075,  plus  40>4%  o'  ex¬ 
cess  over  $1,000,000. 


7292 


CONGRESSIONAL  RECORD— SENATE 


September  4 


IX  the  net  estate  is— 


The  tentative  tax  shall  be— 


Over  $2,000,000  but  not 


over  43,000,000. 

Over  $3,000,000  but  not 
over  $4,000,000. 

Over  $4,000,000  but  not 
over  $5,000,000. 

Over  $5,000,000  but  not 
over  $6,000,000. 

Over  $6,000,000  but  not 
over  $7,000,000. 

Over  $7,000,000  but  not 
over  $S, 000, 000. 

Over  $S,000,000  but  not 
over  $9,000,000. 

Over  $9,000,000  but  not 
over  $10,000,000. 

Over  $10,000,000  but  not 
over  $20,000,000. 

Over  $20,000,000  but  not 
over  $50,000,000. 

Over  $50,000,000 _ 


$747,075,  plus  42%  of  excess 
over  $2,000,000. 

$1,167,075,  plus  43)4%  of  ex¬ 
cess  over  $3,000,000. 

$1,602,075,  plus  4534%  of  ex¬ 
cess  over  $4,000,000. 

$2,059,575,  plus  47)4%  of  ex¬ 
cess  over  $5,000,000. 

$2,532,075,  plus  48%%  of  ex¬ 
cess  over  $G, 000, 000. 

$3,019,575,  plus  6034%  of  ex¬ 
cess  over  $7,000,000. 

$3,522,075,  plus  5134%  of  ex 
cess  over  $3, 000, COO. 

$4,039,575,  plus  5334%  of  ex¬ 
cess  over  $9,000,000. 

$4,572,075,  plus  5434%  of  ex¬ 
cess  over  $10,000,000. 

$10,047,075,  plus  5634%  of 
excess  over  $20,000,000. 

$26,922,075,  plus  5734%,  Of 
excess  over  $50,000,000.” 


On  page  56,  after  the  rate  schedule,  insert 
the  following  new  subsection: 

“(b)  Exemption  reduced:  Section  1004  (a) 

(1)  of  the  Internal  Revenue  Code  is  amended 
by  striking  out  ‘$40,000’  and  inserting  in 
lieu  thereof  ‘$25,000’.” 

On  page  56,  line  1,  strike  out  “(b)”  and 
in  lieu  thereof  insert  “(c).” 

On  page  56,  line  16,  strike  out  “(c)”  and 
in  lieu  thereof  insert  “(d).” 

Mr.  LA  FOLLSTTE.  Mr.  President, 
the  Treasury  in  its  recommendation  to 
tile  House  Ways  and  Means  Committee, 
proposed  substantial  increases  in  the  es¬ 
tate  tax  rates.  The  House  Ways  and 
Means  Committee  went  about  half  way, 
approximately,  between  the  existing  law 
and  the  Treasury  proposal. 

Under  the  terms  of  my  amendment, 
after  the  exemption  of  $25,000,  the  rates 
start  at  4  percent  of  the  net  estate,  if 
the  net  estate  is  less  than  $5,000,  and  go 
up  by  progressive  brackets.  If  the  net 
estate  were  over  $50,000,000,  the  tax 
would  be  $35,895,100,  plus  77  percent  of 
the  excess  over  $50,000,000. 

My  amendment  proposes  to  reduce  the 
existing  exemption  by  striking  out  $40,- 
C00,  the  present  exemption,  and  inserting 
in  lieu  thereof  $25,000.  So  if  my  amend¬ 
ment  is  adopted  an  estate  of  $25,000 
would  be  exempt,  as  against  an  estate  of 
$40,009,  which  is  now  exempt  under  exist¬ 
ing  law  and  under  the  provisions  of  the 
bill  as  reported  by  the  committee. 

My  amendment  also  proposes  to  reduce 
the  insurance  exemption  from  $40,000  to 
$25,000. 

Mr.  President,  if  my  amendment  were 
enacted  into  law  it  would  produce  ap¬ 
proximately  an  additional  $202,000,000 
over  and  above  the  amount  produced  by 
the  House  rates  and  by  the  rates  con¬ 
firmed  by  the  Senate  committee.  Let  me 
give  a  few  examples  of  taxes  on  net  es¬ 
tates,  before  exemption,  under  existing 
law,  under  the  Finance  Committee  pro¬ 
posal,  under  my  amendment,  and  under 
the  British  lav;. 

In  Great  Britain  a  net  estate,  before 
exemption,  of  $2,500  would  pay  $50;  an 
estate  of  $5,000  would  pay  $150;  an  estate 
of  $10,000  would  pay  $300;  and  an  estate 
of  $25,000  would  pay  $1,000. 

Under  the  existing  law  in  this  country 
a  net  estate,  before  exemption,  of  $30,000, 
of  course,  pays  nothing,  because  of  the 
$40,000  exemption.  Under  the  terms  of 
the  bill  as  reported  by  the  Finance  Com¬ 
mittee  it  would  pay  nothing.  Under  rny 


amendment  it  would  pay  $200;  and  under 
the  British  law,  $1,200. 

An  estate  of  $35,000  would  pay  nothing 
under  the  existing  law.  Under  the  terms 
of  the  bill  as  reported  by  the  Finance 
Committee  it  would  pay  nothing.  Under 
the  terms  of  my  amendment  it  would 
pay  $600.  In  Great  Britain  it  would 
pay  $1,400. 

Under  existing  law  an  estate  of  $40,000 
wouid  pay  nothing.  Under  the  Finance 
Committee  bill  it  would  pay  nothing. 
Under  my  amendment  it  would  pay 
$1,250.  In  Great  Britain  it  would  pay 
$1,600. 

An  estate  of  $50,000  would  pay  $220 
under  existing  law.  Under  the  terms  of 
the  bill  as  reported  by  the  committee  it 
would  pay  $500.  Under  my  amendment 
it  would  pay  $2,750.  In  Great  Britain 
it  would  pay  $3,600. 

An  estate  of  $60,000  would  pay  $660 
under  existing  lav;.  Under  the  bill  as 
reported  by  the  committee  it  would  pay 
$1,600.  Under  my  amendment  it  would 
pay  $4,700.  In  Great  Britain  it  would 
pay  $4,320. 

An  estate  of  $80,000  would  pay  $2,200 
under  existing  law.  Under  the  Finance 
Committee  bill  it  would  pay  $4,800. 
Under  my  amendment  it  would  pay 
$9,550.  Under  the  British  law  it  would 
pay  $7,680. 

An  estate  of  $200,000  would  pay  $20,- 
460  under  existing  lav;.  Under  the  bill 
as  reported  from  the  committee  it  would 
pay  $38,750.  Under  my  amendment  it 
would  pay  $48  850.  Under  the  British 
law  it  would  pay  $39,000. 

An  estate  of  $500,000  would  pay  $77,- 
440  under  existing  law.  Under  the 
Finance  Committee  bill  it  would  pay 
$132,900.  Under  my  amendment  it 
would  pay  $184,100.  Under  the  British 
law  it  would  pay  $143,000. 

An  estate  of  $2,000,000  would  pay 
$488,400  under  existing  law.  Under  the 
Finance  Committee  bill  it  would  pay 
$735,200.  Under  my  amendment  it  would 
pay  $983,100.  Under  the  British  law  it 
would  pay  $832,000. 

An  estate  of  $10,000,000  would  pay 
$4,255,900  under  existing  law.  Under  the 
bill  as  reported  from  the  Committee  it 
would  pay  $6,057,800.  Under  my  amend¬ 
ment  it  would  pay  $6,078,350.  Under 
British  law  it  would  pay  $8,500,000. 

Mr.  President,  the  Senate  has  just  gone 
on  record  in  favor  of  reducing  the  per¬ 
sonal  income-tax  exemptions,  reaching 
down  into  the  lower  brackets.  The  justi¬ 
fication  advanced  for  such  action  is  that, 
despite  the  effect  of  the  amendment 
upon  the  standard  of  living  of  those  in 
the  lower-income  groups,  the  emergency 
which  the  country  confronts  from  a  fiscal 
standpoint  justifies  the  imposition  of 
such  taxes.  It  seems  to  me  that  if  the 
Senate  is  to  take  the  position  that  the 
long  arm  of  the  Government  is  to  reach 
into  the  pockets  of  the  low-income 
groups,  by  the  same  token  we  should  in¬ 
crease  the  taxes  on  estates. 

It  is  my  opinion  that  the  original  rec¬ 
ommendations  of  the  Treasury  Depart¬ 
ment,  which  are  borne  out  by  the  rates 
proposed  in  my  amendment,  were  amply 
justified.  Except  for  the  argument  which 
may  be  advanced  that  small  estates 
should  be  reserved  for  the  taxation  of 


States  under  their  inheritance  cr  State 
tax  laws,  I  see  no  compelling  argument 
against  the  utilization  of  an  increase  in 
the  estate  taxes  in  order  to  raise  addi¬ 
tional  revenue.  Since  we  have  not  fol¬ 
lowed  the  principle  of  permitting  the 
States  to  reserve  to  themselves  fields  of 
taxation,  I  believe  we  are  more  than  justi¬ 
fied  in  increasing  the  rates  upon  estates. 

In  my  opinion,  in  many  respects  it  is 
the  most  just  of  all  the  graduated  sys¬ 
tems  of  taxation. 

Under  the  terms  of  the  bill  reported  by 
the  committee,  an  estate  of  $41,000  would 
bear  a  Federal  tax  of  $30.  It  may  be 
pointed  out  that  the  same  amount  would 
be  paid  by  a  single  individual  earning 
$21.65  a  week.  If  we  are  going  about  the  • 
revision  of  the  tax  structure  piecemeal,' *  1 
as  recommended  by  the  chairman  of  the  j 
committee,  which  I  believe  is  absolutely 
impossible  of  accomplishment,  I  believe  i 
that  this  is  the  time  to  take  a  step  in 
the  right  direction  so  far  as  estate  taxes  j 
are  concerned.  Therefore,  Mr.  President, 

I  hope  that  the  Senate  will  give  consider-  !j 
ation  to  my  amendment.  I  hope  it  may 
be  possible  to  obtain  a  record  vote.  I 
ask  for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  The  " 
question  is  on  agreeing  to  the  amendment 
offered  by  the  Senator  from  Wisconsin 
[Mr.  La  Follette]  to  the  committee 
amendment  on  page  51,  beginning  after 
line  21.  On  this  question  the  yeas  and 
nays  have  been  demanded. 

The  yeas  and  nays  were  not  ordered. 

Mr.  LA  FOLLETTE.  I  suggest  the 
absence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names: 


Adams 

Downey 

Murray 

Aiken 

Eastland 

Nye 

A.ndrews 

Ellender 

O  Daniel 

Austin 

George 

O’Mahoney 

Bailey 

Gerry 

Overton 

Bankhead 

Gillette 

Peace 

Barbour 

Green 

Radcliffe 

Barkley 

Guffey 

Rosier 

Bilbo 

Hatch 

Russell 

Brewster 

Hayden 

Schwartz 

Bridges 

Herring 

Smathers 

Brooks 

Hill 

Smith 

Bulow 

Holman 

Spencer 

Bunker 

Hughes 

Taft 

Burton 

Johnson,  Colo 

Thomas,  Idaho 

Butler 

Kilgore 

Thomas,  Utah 

Byrd 

La  Follette 

Tobey 

Capper 

Langer 

Tunnell 

Caraway 

Lee 

Tydings 

Clark,  Idaho 

Lucas 

Vandenberg 

Clark,  Mo. 

McCarran 

Van  Nuys 

Connally 

McFarland 

Walsh 

Banaher 

McNary 

V/Uey 

Davis 

Maloney 

The  PRESIDING  OFFICER.  Seventy- 
one  Senators  having  answered  to  their 
names,  a  quorum  is  present. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
have  just  offered  an  amendment  which 
I  conceive  to  be  of  some  importance  to 
this  bill,  providing  for  increased  estate- 
tax  rates.  I  asked  for  a  sufficient  second 
to  my  demand  for  the  yeas  and  nays 
on  the  amendment,  but  was  unable  to 
obtain  it.  I  wish  to  renew  that  demand 
while  a  sufficient  number  of  Senators 
remain  in  the  Chamber. 

The  yeas  and  nays  were  ordered. 

Mr.  GEORGE.  Mr.  President,  I  wish 
to  be  heard  on  this  amendment.  As  I 
understand  the  amendment  it  is  both 
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for  the  purpose  of  reducing  the  exemp¬ 
tions  and  increasing  the  rates. 

Mr.  LA  FOLLETTE.  It  would  reduce 
the  exemption  from  $40,000  to  $25,000, 
and  the  insurance  exemption  from  $40,- 
000  to  $25,000,  and  would  increase  the 
rates,  as  well,  as  was  shown  by  the  table 
I  quoted. 

Mr.  GEORGE.  I  understood  that.  I 
d’d  not  know  whether  the  Senator  from 
Wisconsin  was  offering  all  of  it  at  one 
time  or  separately. 

Mr.  President,  I  hope  very  much  that 
the  Senate  will  give  serious  attention  to 
the  amendment.  The  amendment  pro¬ 
posed  by  the  Senator  from  Wisconsin 
would  reduce  from  $40,000  to  $25,000  the 
specific  credit  which  now  is  allowed  to 
an  estate,  and  also  would  reduce  from 
$40,000  to  $25,000  the  insurance  exclu¬ 
sion.  By  that  is  simply  meant  that  if 
a  man  who  dies  is  fortunate  enough  to 
have  insurance  of  $40,000  or  more  pay¬ 
able  to  others  than  to  his  estate,  an 
estate  tax  does  not  have  to  be  paid  upon 
$40,000  of  his  insurance.  If  the  man 
does  not  have  any  insurance,  the  whole 
matter  is  a  pipe  dream  to  him,  anyway, 
and  the  provision  would  not  affect  him. 
Actually  it  would  help  only  those  per¬ 
sons  who  are  able  to  carry  and  do  carry 
insurance. 

The  present  exemption  is  a  $40,000  spe¬ 
cific  exemption  and  a  $40,000  insurance 
exemption.  Why  is  that?  There  is  a 
very  good  and  sound  reason  for  it.  On 
an  estate  of  $40,000  or  less  the  States  levy 
high  taxes.  In  some  instances — in  one 
State,  I  believe — the  tax  actually  applies 
on  the  whole  estate  above  $500.  In  other 
words,  the  State  itself  levies  a  tax  not 
only  on  the  larger  estates  but  on  the 
smaller  estates.  There  has  been  a  con¬ 
troversy  for  many  years  between  the 
States  and  the  Federal  Government,  the 
States  insisting  that  the  estate  taxes 
should  be  levied  for  State  purposes.  We 
have  not  done  that.  We  impose  a  Federal 
tax,  but  we  do  not  tax  below  $40,000;  we 
give  an  exemption  of  $40,000  largely  on 
the  theory — and  it  is  a  perfectly  sound 
and  right  theory — that  an  estate  which 
does  not  exceed  $40,000  should  be  taxed 
only  by  the  States  and  not  by  the  Fed¬ 
eral  Government.  A  credit  is  given  for 
the  State  tax  paid  as  against  the  Federal 
tax  only  if  the  estate  amounts  to  $100,000 
or  more.  The  estates  which  would  be 
brought  under  the  bill  and  taxed  by  the 
Federal  Government  if  this  amendment 
should  be  adopted — that  is  if  the  exemp¬ 
tion  should  be  lowered  from  $40,000  to 
$25,000 — the  estates  which  fall  within  the 
bracket  of  from  $25,000  to  $40,000  should 
be  taxed  solely  by  the  States.  That  is  a 
field  which  the  States  have  insisted  with 
a  great  deal  of  force  ought  not  to  be 
taken  away  from  them.  For  the  tax  paid 
the  State,  whether  Ohio,  Michigan,  or 
Rhode  Island,  or  any  other  State,  the 
estate,  as  I  have  said,  can  get  no  credit 
against  the  Federal  tax  because  the 
credit  is  only  applicable  and  may  be 
availed  of  only  when  the  estate  is  $100,- 
000  or  more. 

Now,  a  word  as  to  the  rates.  The  rates 
proposed  exceed  the  rates  now  fixed  by 
Great  Britain  even  in  wartime  on  an 
estate  of  $60,000.  In  other  words,  on  a 


net  estate  of  $60,000  in  the  United  King¬ 
dom  the  pre-war  tax  was  $3,600;  now  it  is 
$4,320.  Under  the  proposed  amendment 
of  the  Senator  from  Wisconsin  the  Fed¬ 
eral  tax  would  be  $4,840,  or  $500  higher 
than  the  English  are  paying  under  pres¬ 
ent  war  conditions. 

On  an  estate  of  $100,000  the  British 
tax  now  is  $10,800.  Under  the  pi'oposal 
made  by  the  Senator  from  Wisconsin  the 
United  States  tax  would  be  $15,290. 

On  an  estate  of  $500,000  the  British 
pre-war  tax  was  $121,000,  and  at  present 
the  tax  is  $143,000  on  a  $500  000  estate. 
The  proposed  increase,  if  adopted,  would 
carry  that  tax  up  to  $177,100  for  the 
United  States. 

The  House  has  already  increased  the 
rates  above  preexisting  rates;  it  has  cut 
in  between  the  existing  rate  and  the 
British  rate.  But  the  strongest  reason 
why  we  should  not  tax  the  little  estates 
of  $40,000  and  under  is  that  they  can 
have  no  credit  against  the  Federal  tax  for 
the  tax  paid  the  State,  and  because  at 
least  that  much  of  the  estate-tax  field 
should  be  left  to  the  States  themselves. 

So  I  hope  that  the  amendment  will  not 
be  adopted.  The  increases  made  by  the 
House  are  substantial,  and  I  believe  will 
result  in  a  total  increase  in  the  estate  tax 
of  approximately  $141,600,000  over  the 
present  rate,  and  the  gift-tax  increase  of 
$16,000,000. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
wish  to  say  just  a  word.  The  Senator’s 
argument,  so  far  as  estates  are  concerned, 
might  be  very  compelling  if  the  Senator 
were  consistent  about  it,  but,  as  Senators 
know,  the  States  are  already  taxing  per¬ 
sons  in  the  low-income  tax  brackets  and 
the  Senator  has  not  hesitated  to  go  on 
record  to  permit  the  Federal  Government 
to  invade  that  field.  The  same  thing  is 
true  of  gasoline  taxes  and  practically  all 
other  taxes  which  are  proposed  by  the 
pending  bill  and  have  been  in  past  bills 
and  which  invade  various  fields  of  taxa¬ 
tion. 

I  should  like  also  to  say,  Mr.  President, 
that  when  we  reach  down  into  the  low- 
income  groups  for  needed  income  taxa¬ 
tion  on  the  ground  that  we  are  facing  a 
grave  national  emergency,  I  do  not  think 
we  contribute  to  the  national  morale,  and 
I  do  not  think  we  contribute  to  national 
unity  when  we  become  tender  about  es¬ 
tates  and  are  not  willing  to  ask  that  their 
burden  be  substantially  increased  over 
and  above  what  the  House  provided. 
The  issue  it  seems  to  me  is  clear.  It  is 
merely  a  question  of  whether  we  regard 
the  accumulation  of  wealth  as  more  im¬ 
portant  than  the  standard  of  living  of 
people  in  the  lower  income  groups.  I  am 
perfectly  content  to  let  the  matter  go  to 
the  Senate. 

Mr.  TAFT.  Mr.  President,  I  am  op¬ 
posed  to  the  La  Follette  amendment  for 
several  reasons.  In  the  first  place,  it 
seems  to  me  that  inheritances  are  not  a 
proper  subject  of  emergency  taxation. 
There  is  no  reason  in  the  world  why  the 
estate  of  a  man  who  dies  during  the  period 
of  3  or  4  years  of  a  crisis  should  neces¬ 
sarily  pay  a  larger  tax  or  why  his  widow 
should  be  worse  off  than  the  widow  of  a 
man  who  dies  just  before  a  war  or  just 
after  a  war.  Unless  we  are  going  to  say 


this  ought  to  be  the  permanent  tax  rate 
in  the  United  States  for  all  time  to  come, 
I  do  not  think  we  ought  to  vote  for  this 
increase  in  this  schedule. 

Mr.  LA  FOLLETTE.  Mr.  President, 
will  the  Senator  yield? 

Mr.  TAFT.  I  yield. 

Mr.  LA  FOLLETTE.  The  fact  of  the 
matter  is,  however,  that  this  tax  has  been 
employed  in  past  financial  crises  not  only 
by  this  Government  but  by  other  govern¬ 
ments. 

Mr.  TAPT.  I  am  stating  that  I  think 
that  it  is  a  wrong  policy,  and  I  certainly 
think  it  ought  not  to  be  carried  to  ex¬ 
treme.  Because  more  crimes  have  been 
committed  in  tax  systems  in  the  past  than 
it  is  possible  to  conceive  of  is  no  rea¬ 
son,  it  seems  to  me,  why  they  should  be 
continued. 

Mr.  LA  FOLLETTE.  Does  the  Senator 
think  that  an  increase  of  a  few  hundred 
dollars  on  a  net  estate  is  any  less  justifi¬ 
able  in  an  emergency  than  to  go  down 
into  the  low-income  groups  in  the  case 
of  the  income  taxation? 

Mr.  TAFT.  Absolutely  I  do,  because  it 
affects  the  accumulation  a  man  has  made 
during  his  entire  life,  an  accumulation 
which  is  not  attributable  to  this  particu¬ 
lar  emergency.  An  estate  is  no  larger 
because  of  the  present  emergency;  it  is 
no  larger  in  time  of  war  than  in  time  of 
peace,  but  the  man  in  the  low-income 
brackets  is  getting  more  money;  wages 
have  increased  in  total  volume  nearly  50 
percent  in  a  couple  of  years. 

Mr.  LA  FOLLETTE.  They  may  be  get¬ 
ting  increased  wages,  but  what  the  Sen¬ 
ator  has  already  gone  on  record  to  do  is 
to  tax  the  increase  in  wages  in  the  very 
low  income  groups,  yet  he  takes  the  posi¬ 
tion  that  because  a  person  has  been  for¬ 
tunate  enough  to  accumulate  an  estate 
he  should  not  be  taxed  because  it  is  bad 
tax  policy.  I  cannot  follow  the  Senator’s 
logic. 

Mr.  TAFT.  I  say  because  he  has  been 
able  enough,  has  been  diligent  enough, 
has  been  industrious  enough,  and  be¬ 
cause  he  has  worked  all  his  life  as  hard 
as  a  man  can  work;  not  that  he  has  been 
fortunate  enough  to  have  accumulated 
some  money. 

Mr.  LA  FOLLETTE.  So  far  as  the 
Senator’s  vote  reducing  the  exemption  is 
concerned,  he  is  moving  in  the  direction 
that  the  low-income  groups  will  not  be 
able  to  accumulate  any  future  estate  and 
their  present  standard  of  health  and  of 
living  will  be  reduced. 

Mr.  TAFT.  Obviously  the  two  have 
no  relation. 

Tire  question  here  is  whether  we  should 
tax  estates.  In  the  first  place,  I  repeat 
that  estates  are  not  a  proper  subject  of 
emergency  taxation.  In  the  second 
place,  this  is  a  tax  on  the  smaller  estates 
and  not  the  larger  estates.  Look  at  the 
comparative  amendments.  An  estate  of 
$10,000,000  pays  practically  the  same 
under  the  La  Follette  amendment  as  it 
pays  under  the  committee  amendment. 
There  is  no  difference.  The  increase  is  in 
the  smaller  estates.  Under  this  amend¬ 
ment  the  increase  is  in  the  estates  under 
$40,000  and  estates  of  a  hundred  or  two 
hundred  thousand  dollars. 
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Take  the  case  of  a  man  who  perhaps 
has  run  a  successful  business  and  per¬ 
haps  has  saved  his  money.  Even  a  Sena¬ 
tor  may  save  money  from  his  salary  if  he 
is  diligent  enough.  It  is  perfectly  pos¬ 
sible  in  a  business  for  a  man  to  accumu¬ 
late  one  hundred  or  two  hundred  thou¬ 
sand  dollars.  If  he  dies  and  leaves  his 
widow  $200,000  today  she  may  be  able  to 
get  $7,000  income,  perhaps  $6,000  in¬ 
come,  if  she  can  keep  it  all.  A  consid¬ 
erable  portion  of  it  is  taken  away,  how¬ 
ever.  Under  this  provision  it  is  proposed 
that  $58,000  shall  be  taken  away  from 
the  man’s  family  to  which  he  has  left  the 
estate.  If  it  is  a  small  business — and 
there  are  many  small  businesses  scat¬ 
tered  through  all  the  States,  representing 
something  of  that  value — a  business  that 
a  man  has  built  up  all  his  life,  to  take 
$58,000  which  is  not  in  the  business  is  a 
burden  that  certainly  is  unfair,  and  I 
think  is  most  unwise. 

So,  in  my  opinion,  the  increase  pro¬ 
posed  here  is  neither  justified  as  an  emer¬ 
gency  nor  justified  as  a  permanent  policy. 
It  seems  to  me  that  in  the  case  of  the 
smaller  estates  we  could  well  leave  the 
tax  where  it  is,  even  without  the  increase 
proposed  in  the  House  provision. 

Mr.  GEORGE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  TAFT.  I  yield  to  the  Senator  from 
Georgia. 

Mr.  GEORGE.  It  is  also  true  that 
when  the  exemption  is  lowered  we  are 
only  taxing  income.  This  is  a  tax  on 
capital.  It  must  be  paid  out  of  accumu¬ 
lated  capital.  It  is  also  true  that  while 
we  provide  a  long  term  within  which  an 
estate  tax  must  be  paid,  it  is  with  the 
utmost  difficulty  that  the  average  going 
estate  can  convert  itself  into  a  cash  po¬ 
sition  and  pay  the  extremely  high  estate 
taxes  that  are  suggested  in  this  amend¬ 
ment. 

Mr.  TAFT.  I  thank  the  Senator. 

Mr.  BRIDGES.  Mr.  President,  I 
should  like  to  ask  the  Senator  from 
Wisconsin,  if  I  may,  the  reason  for  re¬ 
ducing  on  page  4  of  his  amendment,  the 
exemption  on  life  insurance.  Life  in¬ 
surance  is  of  very  great  importance  to 
the  average  person  in  the  country,  and 
it  is  one  way  in  which  a  person  of  modest 
means  and  modest  cirmumstances,  with 
a  modest  income,  may  provide  for  his 
widow  or  children  after  his  death. 

I  wonder  what  is  the  theory  of  re¬ 
ducing  the  exemption  cn  life  insurance 
from  $40,000  to  $25,000.  Personally,  I 
am  very  much  opposed  to  the  reduction, 
because  I  feel  that  up  to  $40,000  life  in¬ 
surance  should  be  almost  sacred.  I  hope 
this  amendment  reducing  the  amount  of 
life  insurance  exempt  from  taxes  will  be 
defeated. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
can  explain  to  the  Senator  the  theory 
of  it.  The  present  exemption  for  estates 
is  $40,000,  and  the  present  exemption  cn 
life  insurance  is  $40,000,  the  theory  being 
that  life  insurance  accumulated  as  the 
result  of  premium  payments  out  of  in¬ 
come  is  an  accumulation  of  capital  into 
the  net  estate  just  as  if  it  came  from  div¬ 
idends,  rent,  royalties,  or  any  other 
source. 

Mr.  TAFT.  Mr.  President,  there  is  one 
thing  I  desire  to  suggest  to  the  Senator 
from  New  Hampshire,  and  that  is  that 


whereas  $40,000  reinvested  might  have 
brought  5  percent  interest  5  years  ago, 
today  a  person  receiving  $40,000  will  not 
be  able  to  get  much  more  than  3-percent 
interest  with  any  safety;  so,  really,  the 
situation  with  regard  to  interest  is  such 
that  the  exemptions  ought  to  be  in¬ 
creased  rather  than  reduced. 

The  PRESIDING  OFFICER  (Mr.  Kil¬ 
gore  in  the  chair).  The  question  is  on 
agreeing  to  the  amendment  offered  by 
the  Senator  from  Wisconsin  [Mr.  La 
Follette]  in  the  nature  of  a  substitute 
for  the  schedule  proposed  to  be  inserted 
by  the  committee  amendment  on  pa^es 
51,  52,  and  53.  On  that  amendment  the 
yeas  and  nays  have  been  demanded  and 
ordered.  The  clerk  will  call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  DAVIS  (when  his  name  was 

called).  I  have  a  general  pair  with  the 
junior  Senator  from  Kentucky  [Mr. 

Chandler],  I  understand  that  on  this 
question  he  would  vote  as  I  am  about 
to  vote.  Therefore,  I  am  at  liberty  to 
vote  “nay.” 

Mr.  HOLMAN  (when  his  name  was 
called) .  I  have  a  general  pair  with  the 
junior  Senator  from  Tennessee  [Mr. 

Stewart].  I  am  advised  that  if  that 
Senator  were  present  and  voting  he 

would  vote  “nay.”  If  I  were  at  liberty 
to  vote  I  would  vote  “yea.”  I  withhold 
my  vote. 

Mr.  McNARY.  Again  referring  to  my 
pair  with  the  senior  Senator  from  Ten¬ 
nessee  [Mr.  McKellar],  who,  if  present 
would  vote  “nay,”  I  withhold  my  vote. 
If  I  were  at  liberty  to  vote  I  would  vote 
“yea.” 

The  roll  call  was  concluded. 

Mr.  TYDINGS.  My  colleague  [Mr. 
Radcliffe]  is  necessarily  absent.  If  he 
were  present  he  would  vote  “nay.” 

Mr.  HILL.  I  announce  that  the  Sen¬ 
ator  from  Washington  [Mr.  Bone],  the 
Senator  from  Virginia  [Mr.  Glass],  the 
Senator  from  Iowa  [Mr.  Gillette],  the 
Senator  from  North  Carolina  [Mr. 
Reynolds],  and  the  Senator  from  New 
York  [Mr.  Wagner]  are  absent  from  the 
Senate  because  of  illness. 

The  Senator  from  Kentucky  [Mr. 
Chandler]  is  absent  on  a  defense-in¬ 
spection  tour. 

The  Senator  from  New  York  [Mr. 
Mead],  the  Senator  from  Missouri  [Mr. 
Truman],  and  the  Senator  from  Wash¬ 
ington  [Mr.  Wallc-ren]  are  engaged  in 
holding  hearings  on  behalf  of  the  Com¬ 
mittee  to  Investigate  the  National  De¬ 
fense  Program. 

The  Senator  from  Michigan  [Mr. 
Brown],  the  Senator  from  New  Mexico 
[Mr.  Chavez],  the  Senator  from  Utah 
[Mr.  Murdock],  the  Senators  from  Ten¬ 
nessee  [Mr.  McKellar  and  Mr.  Stewart], 
the  Senator  from  Florida  [Mr.  Pepper], 
the  Senator  from  Oklahoma  [Mr. 
Thomas],  and  the  Senator  from  Montana 
[Mr.  Wheeler]  are  necessarily  absent. 

Mr.  AUSTIN.  I  announce  the  follow¬ 
ing  general  pairs: 

The  Senator  from  Indiana  [Mr. 
Willis]  with  the  Senator  from  New 
Mexico  [Mr.  Chavez]  ; 

The  Senator  from  Minnesota  [Mr. 
Shipstead]  with  the  Senator  from  Vir¬ 
ginia  [Mr.  Glass]; 


The  Senator  from  Minnesota  [Mr. 
Ball]  with  the  Senator  from  Missouri 
[Mr.  Truman]; 

The  Senator  from  South  Dakota  [Mr. 
Gurney]  with  the  Senator  from  Florida 
[Mr.  Pepper]; 

The  Senator  from  Kansas  [Mr.  Reed] 
with  the  Senator  from  Washington  [Mr. 
Wallgren]  ;  and 

The  Senator  from  Massachusetts  [Mr. 
Lodge]  with  the  Senator  from  North 
Carolina  [Mr.  Reynolds]. 

The  result  was  announced-— yeas  19, 
nays  47,  as  follows: 

yeas— 19 


Aiken 

La  Follette 

Russell 

Bunker 

Langer 

Schwartz 

Capper 

Lee 

Smathers 

Clark,  Idaho 

Murray 

Walsh 

Clark,  Mo. 

Nye 

Wiley 

Downey 

O'Mahoney 

Kilgore 

Rosier 

NAYS— 47 

Adams 

Danaher 

McFarland 

Andrews 

Davis 

Maloney 

Austin 

Eastland 

O'Daniel 

Bailey 

Ellender 

Overton 

Bankhead 

George 

Peace 

Barbour 

Gerry 

Smith 

Barkley 

Green 

Spencer 

Bilbo 

Guffey 

Taft 

Brewster 

Hatch 

Thomas,  Idaho 

Bridges 

Hayden 

Thomas,  Utah 

Brooks 

Herring 

Tobey 

Bulow 

Hill 

Tunnell 

Burton 

Hughes 

Tydings 

Byrd 

Johnson,  Colo. 

Vandenberg 

Caraway 

Lucas 

Van  Nuys 

Connaily 

McCarran 

NOT  VOTING— 

-30 

Ball 

Johnson,  Calif. 

Reynolds 

Bone 

Lodge 

Shipstead 

Erown 

McKellar 

Stewart 

Butler 

McNary 

Thomas,  Okla. 

Chandler 

Mead 

Truman 

Chavez 

Murdock 

Wagner 

Gillette 

Norris 

Wallgren 

Glass 

Pepper 

Wheeler 

Gurney 

Radcliffe 

White 

Holman 

Reed 

Willis 

So  Mr.  La  Follette’s  amendment  to 
the  committee  amendment  was  rejected. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  amendment  of 
the  committee  passed  over. 

The  Chief  Clerk.  On  page  51,  after 
line  21,  under  the  heading  “Title  IV — 
Estate  and  Gift  Taxes,”  it  is  proposed  to 
strike  out: 


If  the  net  estate  is — 


The  tentative  tax  shall  be — 


Not  over  t5,C00 _ 

Over  $5,000  but  not  over 
$10,000. 

Over  $10,000  but  not  over 
$20,000. 

Over  $20,000  but  not  over 
$30,000. 

Over  $30,000  but  not  over 
$40,000. 

Over  $40,000  but  not  over 
$50,000. 

Over  $50,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 
$100,000. 

Over  $100,000  but  not  over 
$250,000. 

Over  $250,000  but  not  over 
$500,000. 

Over  $500,000  but  not  over 
$750,000. 

Over  $750,000  but  not  over 
$1,000,000. 

Over  $1,000,000  but  not 
over  $1,250,000. 

Over  $1,250,000  but  not 
over  $1,500,000. 

Over  $1,500,000  but  not 
over  $2,000,000. 


3%  of  the  net  estate. 

$150,  plus  7%  of  excess  over 
$5,000. 

$500,  plus  10%  of  excess  over 
$10,000. 

$1,500  plus  13%  of  excess 
over  $20,000. 

$2,800,  plus  16%  o  excess 
over  $30,000. 

$4,400,  plus  20%  of  excess 
over  $40,000. 

$6,400,  plus  23%  of  excess 
over  $50,000. 

$8,700,  plus  25%  of  excess 
over  $GO,000. 

$13,700,  plus  27%  of  excess 
over  $100,000. 

$59,200,  plus  29%  of  excess 
over  $250,000. 

$131,700,  plus  32%  of  excess 
over  $500,000. 

$211,700,  plus  34%  of  excess 
over  $750,000. 

$296,700,  plus  36%  of  excess 
over  $1,000,000. 

$386,700,  plus  3S%  of  excess 
over  $1,250,000. 

$481,700,  plus  41%  of  excess 
over  $1,500,000. 
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I!  th.  net  estate  is— 


Over  $2,C00,CC0  but  not 
over  $2, 500,000. 

Over  $2,500,000  but  not 
over  $3,000,000. 

Over  $3,000,000  but  not 
over  $3,500,000. 

Over  $3,500,000  but  not 
over  $4,000,000. 

Over  $4,OCO,CCO  but  not 
over  $5,000,000. 

Over  $5,000,000  but  not 
over  $0,000,000. 

Over  $6,000,000  but  not 
over  $7,000,000. 

Over  $7, COO, COO  but  not 
over  $$,000,000. 

Over  $8,000,000  but  not 
over  $10,000,000. 

Over  $10,000,000 . 


The  tentative  tax  shall  be — 


$086,700,  plus  45%  of  excess 
over  $2,000,000. 

$911,700,  plus  48%  of  excess 
over  $2,500,000. 

$1,151,700,  plus  51%  of  ex¬ 
cess  over  $3,000,000. 

$1,403,700,  plus  54%  of  ex¬ 
cess  over  $3,500,000. 

$1,076,700,  plus  58%  of  ex¬ 
cess  over  $4,000,000. 

$2,256,700,  plus  61%  of  ex¬ 
cess  over  $5,000,000. 

$2,866,700,  plus  64%  of  ex¬ 
cess  over  $8,000,000. 

$3,506,700,  plus  66%  of  ex¬ 
cess  over  $7,000,000. 

$4,166,700,  plus  69%  of  ex¬ 
cess  over  $8,000,000. 

$6,546,700,  plus  70%  of  ex¬ 
cess  over  $10,000,000. 


And  insert: 


If  the  net  estate  is— 


Not  over  $5,000 . 

Over  $5,000  but  not  over 
$10,000. 

Over  $10,000  but  not  eve: 
$20,000. 

Over  $20,CCC  but  not  over 
$30,000. 

Over  $30,000  but  not  over 
$40,000. 

Over  $40,000  but  not  over 
$50,000. 

Over  $.'0,000  but  not  over 
$60,000. 

Over  $60,000  but  not  over 
$100,000. 

Over  $100,000  but  not  over 
$250,000. 

Over  $250,000  but  not  over 
$500,000. 

Over  $500,000  but  not  over 
$750,000. 

Over  $750,000  but  not  over 
$1,000,000. 

Over  $1,000,000  but  not 
over  $1,250,000. 

Over  $1,250,000  but  not 
over  $1,500,000. 

Over  $1,500,000  but  not 
over  $2,000,000. 

Over  $2,000,000  but  not 
over  $2,500,000. 

Over  $2,500,000  but  not 
over  $3,000,000. 

Over  $3,000,000  but  not 
over  $3,500,000. 

Over  $3,500,000  but 
over  $4,000,000. 

Over  $4,000,000  but  not 
over  $5,000,000. 

Over  $5,000,000 
over  $6,000,000. 

Over  $6,000,000 
over  $7,000,000. 

Over  $7,000,000  but  not 
over  $8,000,000. 

Over  $8,000,000  but  not 
over  $10,000,000. 

Over  $10,000,000 . 


The  tentative  tax  shall  be — 


not 


but  not 
but  not 


3%  ot  the  net  estate. 

$150.  plus  7%  of  excess  over 
$5,000. 

$500,  plus  11%  of  excess  over 

$10,000. 

$1,CC0,  plus  14%  o!  excess 
over  $20,0C0. 

$3,000,  plus  18%  of  excess 
over  $30,000. 

$4,800,  plus  22%  ol  excess 
over  $40,000. 

$7,000,  plus  25%  of  excess 
over  $50,000. 

$9,500,  plus  28%  of  excess 
over  $60,000. 

$20,700,  plus  30%  of  excess 
over  $100,000. 

$65,700,  plus  32%  of  excess 
over  $2.50,000. 

$145,700,  plus  35%  of  excess 
over  $500,000. 

$233,200,  plus  37%  of  excess 
over  $750,000. 

$325,700,  plus  39%  of  excess 
over  $1,000,000. 

$423,200,  plus  42%  of  excess 
over  $1,250,000. 

$528,200,  plus  45%  of  excess 
over  $1,500,000. 

$753,200,  plus  49%  ol  excess 
over  $2,000,000. 

$998,200,  plus  53%  of  excess 
over  $2,500,000. 

$1,263,200.  plus  56%  of  ex¬ 
cess  over  $3,000,000. 
$1,543,200,  plus  59%  of  ex¬ 
cess  over  $3,500,000. 
$1,838,200,  plus  63%  ol  ex¬ 
cess  over  $4,000,000. 
$2,408,200,  plus  67%  0.'  ex¬ 
cess  over  $5,000,000. 
$3,138,200,  plus  70%  of  ex¬ 
cess  over  $6,000,000. 
$3,838,200,  plus  73%  of  ex¬ 
cess  over  $7,000,000. 
$4,568,200,  plus  76%  of  ex¬ 
cess  over  $8,000,000. 
$6,088,200,  plus  77%  of  ex 
over  $10,000,000. 


Mr.  LA  FOLLETTE.  Mr.  President,  in 
view  of  the  action  on  the  amendment 
which  I  offered,  the  gift-tax  amendment, 
of  course,  should  be  agreed  to. 

Mr.  GEORGE.  That  is  correct,  the 
gift  tax  being  three-fourths  of  the  estate 

td.X 

The  PRESIDING  OFFICER.  Tire 
question  is  on  agreeing  to  the  amend¬ 
ment  on  page  51,  beginning  in  line  21. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  amendment 
passed  over. 

The  Chief  Clerk.  On  page  53,  after 
the  table,  it  is  proposed  to  strike  out: 

(b)  Effective  date  of  amendment:  The 
amendment  made  by  subsection  (a)  shall  be 
applicable  only  to  estates  of  decedents  dying 
after  the  date  of  the  enactment  of  this  act. 

(c)  Defense  tax  made  permanent:  Sub¬ 
chapter  C  of  chapter  3  of  the  Internal  Reve- 
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nue  Code  is  amended  by  striking  out  “and 
before  the  expiration  of  5  years  after  such 
date”;  by  striking  out  in  the  heading  of  the 
subchapter  “for  5  years”  and  by  striking 
out  in  the  heading  of  section  951  “for  5 
years.” 

And  insert: 

(b)  Defense  tax  repealed:  Subchapter  C  of 
chapter  3  of  the  Internal  Revenue  Code  is 
repealed. 

(c)  Effective  date:  Subsections  (a)  and 
(b)  shall  be  effective  only  with  respect  to 
estates  of  decedents  dying  after  the  date  of 
the  enactment  of  this  act. 

Mr.  GEORGE.  Mr.  President,  this 
amendment  merely  makes  the  defense 
tax  rate  permanent,  the  tax  which  has 
been  integrated  with  the  estate  and  gift 
tax  rates  in  the  bill. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  committee 
amendment  passed  over. 

The  Chief  Clerk.  In  section  402,  gift- 
tax  rates,  page  54,  after  line  11,  it  is  pro¬ 
posed  to  strike  out: 


If  the  net  gifts  are— 

The  tax  shall  be — 

Not  over  $50,000... . 

Over  $5,000  but  not  over 
$10,000. 

Over  $10,000  but  not  over 
$20,000. 

Over  $20,000  but  not  over 
$30,000. 

Over  $30,000  but  not  over 
$40,000. 

Over  $40,000  but  not  over 
$50,000. 

Over  $50,000  but  not  over 
$G0,0CC. 

Over  $60,000  but  not  over 
$100,000. 

Over  $100, CCC  tut  not  over 
$250,000. 

Over  $250,000  tut  not  over 
$500,000. 

Over  $500, CCC  tut  not  ovei 
$750,000. 

Over  $750,000  tut  not  over 
$1,000,000. 

Over  $1,000,000  but  not 
over  $1,250,000. 

Over  $1,250,000  tut  not 
over  $1,500,000. 

Over  $1,500,000  tut  not 
over  $2,000,000. 

Over  S2;000,000  tut  not 
over  $2,500,000. 

Over  $2,500,000  tut  not 
over  $3,000,000 

Over  $3,000,000  but  not 
over  $3,500,000. 

Over  $3,500,000  tut  not 
over  $4,000,000. 

Over  $4,000,000  tut  not 
over  $5,000, CC0. 

Over  $5,000,000  tut  not 
over  $60,000,00. 

Over  $6,000,000  but  not 
over  $7,000,000. 

Over  $7,000,000  tut  not 
over  $8,000,000. 

Over  $8,000,000  tut  not 
over  $10,000,000. 

Over  $10,000,000. . 

2%%ofthe  net  gifts. 

$112.50,  plus  5%%  of  CKCCSS 
over  $5,000. 

$375,  plus  7 %%  of  excess 
over  $10,000. 

$1,125,  plus  9%%  of  excess 
over  $20,000. 

$2,100,  plus  12%  o.  excess 
over  $30,000. 

$3,300,  plus  15%  of  excess 
over  $40,000. 

$4,800,  plus  17%%  ol  excess 
over  $50,000. 

$6,525,  plus  18%%  of  excess 
over  $60,000. 

$14,025,  plus  20%%  of  excess 
over  $100,000. 

$44,400,  plus  21%%  of  excess 
over  $250,000. 

$98,775,  plus  24%  of  excess 
over  $500,000. 

$158,775,  plus  25%%  of 
excess  over  $750,000. 
$222,525,  plus  27%  of  excess 
over  $1,000,000. 

$290,025,  plus  28%%  Of 
excess  over  $1,250,000. 
$361,275,  plus  30%%  of 
excess  over  $1,500,000. 
$515,025,  plus  33%%  of 
excess  over  $2,000,000. 
$683,775,  plus  30%  of  exces 
over  $2,500,000. 

$S63,775,  plus  38%%  Oi 
excess  over  $3,000,000. 
$1,055,025,  plus  40%%  of 
excess  over  $3,500,000. 
$1,257,525,  plus  43%%  of 
excess  over  $4,000,000. 
$1,692,525,  plus  45%%  of 
excess  over  $5,000,000. 
$2,150,025,  plus  48%  of 
excess  over  $6,000,000. 
$2,630,025,  plus  49%%  of 
excess  over  $7,000,000. 
$3,125,025,  plus  51%%  of 
excess  over  $8,000,000. 
$4,160,025,  plus  52%%  of 
excess  over  $10,000,000. 

And  insert: 

If  the  net  gifts  are— 

The  tax  shall  be — 

Not  over  $5,000 . — 

Over  $5,000  but  not  over 
$10,000. 

Over  $10,000  but  not  over 
$20,000. 

Over  $20,000  but  not  ever 
$30,000. 

Over  $30,000  but  not  over 
$40,000. 

Over  $40,000  but  not  over 
$50,000. 

2%%  of  the  net  gifts. 

$112.50,  plus  5%%  of  excess 
over  $5,000. 

$375,  plus  8%%  of  excess 
over  $10,000. 

$1,200,  plus  10%%  of  excess 
over  $20,000. 

$2,250,  plus  13%%  of  excess 
over  $30,000. 

$3,600,  plus  16%%  of  excess 
over  $40,000. 

If  the  net  gifts  are — 


The  tax  shall  be — 


Over  $50, COO  but  not  over 
$60. COO. 

Over  $60,000  but  not  over 
$100X00. 

Over  $100,000  but  no',  ever 
$250  COO. 

Over  $250,000  but  not  over 
$500,000. 

Over  $50, CCC  but  no'  over 
$750, COO. 

Over  $750, COO  but  not  over 
$1,000,000. 

Over  $1,000,000  but  not 
over  $1,250,000. 

Over  $1,250,000  but  not 
over  $1,500,000. 

Over  $1,500,000  but  not 
over  $2,000,000. 

Over  $2,000,000  but  not 
over  $2,500,000. 

Over  $2,500,000  but  not 
over  $3,000,000. 

Over  $3,000,000  but  not 
over  $3,500,000. 

Over  $3,500,000  but  not 
over  $4,000,000. 

Over  $4,000,000  but  not 
over  $5,000,000. 

Over  $5,000,000  but  not 
over  $6,000,000. 

Over  $6,000,000  but  not 
over  $7,000,000. 

Over  $7,000,000  but  not 
over  $8,000,000. 

Over  $8,000,000  but  not 
over  $10,000,000. 

Over  $10,000,000 . . 


$5,250,  plus  18%%  of  excess 
over  $50,000. 

$7,125,  plus  21%  of  excess 
over  $60,000. 

$15,525,  plus  22%%  of  excess 
over  $100X00. 

$49,275,  plus  24%  ol  excess 
over  $250,000. 

$109,275,  plus  26%%  of  ex¬ 
cess  over  $500,000. 

$174,900,  plus  27%%  of  ex¬ 
cess  ever  $750,000. 

$244,275,  plus  29%%  of  ex¬ 
cess  over  $1,000,000. 

$317,400,  plus  31%%  Of  ex 
cess  over  $1,250,000. 

$396,150,  plus  33%%  Of  ex 
cess  over  $1,500,000. 

$564,900,  plus  36%%  0.'  ex¬ 
cess  over  $2,000,000. 

$748,650,  plus  39%%  0.  ex 
cess  over  $2,500,000. 

$947,400,  plus  42%  of  excess 
over  $3,000,000. 

$1,157,400,  plus  44%%  of 
excess  over  $3,500,000. 

$1,378,650,  plus  47%%  of 
excess  over  $4,000,000. 

$1,851,150,  plus  50%%  of 
excess  over  $5,000,000. 

$2,353,650,  plus  52%%  of 
excess  over  $6,000,000. 

$2,878,650,  plus  54%%,  of 
excess  over  $7,000,000. 

$3,426,150,  plus  57%  of  ex 
cess  over  $8,000,000. 

$4,566,150,  plus  57%%  of 
excess  over  $10,000,000. 


Mr.  GEORGE.  Mr.  President,  this  is 
simply  a  portion  of  the  gift  and  estate 


iaA. 

The  PRESIDING  OFFICER.  Tne 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerl:  will  state  the  next  amendment 


passed  over. 

The  Chief  Clerk.  On  page  56,  line 
1,  it  is  proposed  to  strike  out  “Amend¬ 
ment”  and  to  insert  “Amendments”;  on 
line  2  to  strike  out  “amendment  made  by 
subsection  (a)”  and  to  insert  “amend¬ 
ments  made  by  this  section”:  and  on  line 
6,  to  strike  out  “Amendment”  and  to  in¬ 
sert  “amendments.” 

Mr.  GEORGE.  That  is  a  clerical 
amendment. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  amendment 
over 

The  Chief  Clerk.  On  page  56,  after 
line  10,  it  is  proposed  to  strike  out: 

(c)  Defense  tax  rates  made  permanent: 
Section  1001  (d)  of  the  Internal  Revenue  Code 
is  amended  by  striking  out  “1941  to  1945,  both 
inclusive,”  and  inserting  in  lieu  thereof  “after 
1940”;  and  by  striking  out  in  the  heading  “for 
1940-1945.” 


And  after  line  15,  to  insert: 

(c)  Defense  tax  repealed:  Section  1001 

(d)  of  the  Internal  Revenue  Code  (relating 
to  defense  tax  for  5  years  on  gifts)  is 
repealed. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER  The  clerk 
will  state  the  next  amendment  passed 

over.  .  . 

Mr.  GEORGE.  The  next  amendment 
passed  over  is  on  page  53,  and  that  should 
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go  over  until  the  rates  of  the  admission 
tax  are  fixed. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  will  be  passed 
over,  and  the  clerk  will  state  the  next 
amendment  passed  over. 

The  Chief  Clerk.  On  page  67,  line  25, 
after  the  word  “Rate,”  it  is  proposed  to 
strike  out: 

A  tax  of  1  cent  to  reach  10  cents  or  fraction 
thereof  of  the  amount  paid  for  admission  to 
any  place,  including  admission  by  season 
ticket  or  subscription;  except  that  in  case 
the  amount  paid  for  admission  is  less  than 
10  cents,  no  tax  shall  be  imposed.  In  the 

And  to  insert: 

A  tax  on  the  amount  paid  for  admission 
to  any  place,  including  admission  by  season 
ticket  or  subscription,  at  the  rates  set  forth 
in  the  following  schedule: 


If  the  amount  charged  is — 


The  tax  shall  be — 


Not  over  10  cents . . 

Over  10  cents  and  not  over  15  cents. 
Over  15  cents  and  not  over  20  cents. 
Over  20  cents  and  not  over  25  cents. 
Over  25  cents  and  not  over  35  cents. 
Over  35  cents  and  not  over  40  cents. 
Over  40  cents  and  not  over  45  cents. 
Over  45  cents  and  not  over  50  cents. 
Over  50  cents . . . 


1  cent. 

2  cents. 

3  cents. 

4  cents. 

5  cents. 

6  cents. 

7  cents. 

8  cents. 

15  percent  of 
the  amount 
charged;  frac¬ 
tions  of  Y  cent 
or  more  shall  be 
increased  to  1 
cent;  smaller 
fractions  shall  be 
disregarded. 


Mr.  GEORGE  rose. 

Mr.  LA  FOLLETTE.  Does  the  Senator 
from  Georgia  wish  to  speak  on  this 
amendment. 

Mr.  GEORGE.  No. 

Mr.  LA  FOLLETTE.  This  is  the  so- 
called  admissions-tax  admendment.  It 
is  one  of  the  amendments  which  was 
adopted  very  late  in  the  committee’s  pro¬ 
ceedings,  there  was  no  opportunity  for 
any  hearing,  and  what  it  amounts  to  is 
a  50-percent  increase  over  the  admissions 
tax  provided  in  the  bill  as  it  passed  the 
Eouse. 

Senators  can  familiarize  themselves 
with  the  rates  provided  in  the  bill  as  it 
passed  the  House  by  referring  to  page  67, 
lines  25  and  following,  where  they  will 
find  this  provision: 

(1)  Rate:  A  tax  of  1  cent  for  each  10  cents 
or  fraction  thereof  of  the  amount  paid  for 
admission  to  any  place,  including  admission 
by  season  ticket  or  subscription;  except  that 
in  case  the  amount  paid  for  admission  is  less 
than  10  cents,  no  tax  shall  be  imposed. 


Then  follows  the  committee  amend¬ 
ment,  which  proposes  the  following  rates: 


If  the  amount  charged  is— 


The  tax  shall  be — 


Not  over  10  cents . . . 

Over  10  cents  and  not  over  lYcents 
Over  15  cents  and  not  over  20  cents 
Over  20  cents  and  not  over  25  cents 
Over  25  cents  and  not  over  35  cents. 
Over  35  cents  and  hot  over  40  cents 
Over  40  cents  and  not  over  45  cents. 
Over  45  cents  and  not  over  50  cents 
Over  50  cents . 


1  cent. 

2  cents. 

3  cents. 

4  cents. 

5  cents. 

6  cents. 

7  cents. 

8  cents. 

15  percent  of 
the  amount 
charged;  frac¬ 
tions  of  H  cent 
or  more  shall  be 
increased  to  1 
cent;  smaller 
fractions  shall  be 
disregarded. 


w 


If  it  is  agreeable  to  the  Senator  from 
Georgia,  I  should  like  to  get  unanimous 
consent  that  the  Senate  vote  on  the  rate 
changes  separately  from  the  amendment 
below,  which  has  to  do  with  raising  the 
age  limit  for  so-called  children  from  12 
to  18.  At  least  it  would  seem  to  me  that 
that  would  be  logical.  In  my  opinion, 
the  question  of  rates  has  no  relationship 
to  the  age  at  which  persons  under  a  cer¬ 
tain  age  may  be  permitted  to  pay,  at  the 
reduced  rate  of  their  ticket,  the  tax  that 
would  be  applicable  at  that  rate. 

Mr.  GEORGE.  Mr.  President,  I  may 
say  that  as  I  understand  the  situation,  if 
the  committee  amendment  beginning  in 
line  25,  on  page  67,  and  going  down 
through  line  4,  on  page  68,  striking  out 
portions  of  the  House  bill,  and  inserting 
new  matter  from  line  5  down  to  line  8, 
should  be  disagreed  to,  then  there  might 
not  be  any  objection  to  the  amendment 
as  it  is  written  in  the  bill. 

Mr.  LA  FOLLETTE.  That  is  my  posi¬ 
tion,  Mr.  President,  and  it  would  seem  to 
me  that  there  should  not  be  any  relation¬ 
ship. 

Mr.  GEORGE.  I  would  have  no  right 
to  agree  to  an  amendment  striking  out 
these  rates  and  coming  back  to  what,  as 
I  understand,  was  the  first  decision  made 
by  the  committee. 

Mr.  LA  FOLLETTE.  That  is  correct. 

Mr.  GEORGE.  As  chairman  of  the 
committee  I  would  not  have  any  right  to 
do  so,  but  I  am  perfectly  willing  for  the 
Senate  to  vote  on  it,  and  vote  on  it  at  this 
time,  because  I  feel  that  the  rapid  in¬ 
crease  of  50  percent — which  is  what  it 
amounts  to — in  the  rates  on  admissions 
is  out  of  line,  and  that  the  first  decision 
of  the  committee  was  very  much  better 
than  its  final  determination. 

Mr.  LA  FOLLETTE.  Mr.  President, 
with  that  statement  from  the  able  chair¬ 
man  of  the  committee,  who  has  demon¬ 
strated  his  great  influence  upon  this  body 
today  as  usual,  so  far  as  I  am  concerned, 
I  will  refrain  from  taking  any  more  time 
of  the  Senate,  and  allow  a  vote  to  be 
taken  immediately  and  dispose  of  this 
matter,  because  I  feel  that  the  time  has 
not  come  when  the  Senator  from  Georgia 
is  not  going  to  be  followed  by  a  majority 
of  the  Senate. 

Mr.  WALSH.  Mr.  President,  do  I  un¬ 
derstand  that  if  the  Finance  Committee 
amendment  is  defeated  the  Senator  from 
Georgia  will  then  offer  the  rates  fixed 
originally  by  the  committee? 

Mr.  LA  FOLLETTE.  That  will  not  be 
necessary.  If  we  reject  the  committee 
amendment,  the  provisions  contained  in 
the  House  bill  will  remain. 

Mr.  GEORGE.  The  rate  fixed  by  the 
House  is  1  cent  on  each  10  cents. 

Mr.  WALSH.  I  was  under  the  impres¬ 
sion  there  was  a  slight  difference  between 
the  original  House  bill  and  the  original 
rate  fixed  by  the  Finance  Committee.  Is 
that  a  fact? 

Mr.  GEORGE.  I  do  not  think  so,  ex¬ 
cept  as  to  persons  under  18  years  of  age, 
as  provided  by  the  words  proposed  to  be 
stricken  out  and  inserted  in  lines  9  and 
10  in  the  House  text. 

Mr.  WALSH.  Then  the  purpose  which 
we  all  have  in  mind  could  be  accom¬ 
plished  by  rejecting  the  committee 


amendment  and  permitting  the  House 
rates  to  be  retained  in  the  bill? 

Mr.  GEORGE.  I  think  so. 

Mr.  WALSH.  In  my  opinion,  that  is 
most  desirable.  I  think  this  is  an  ex¬ 
treme  tax  which  ought  not  to  be  levied. 
I  think  the  increase  in  the  House  bill  over 
the  present  tax  is  ample  and  sufficient, 
and  it  seems  to  me  we  are  going  to  an 
unjustifiable  extreme  in  the  rates  con¬ 
tained  in  the  bill. 

Mr.  TAFT.  Mr.  President,  whenever  I 
agree  with  the  distinguished  Senator 
from  Wisconsin  I  wish  to  say  so.  It 
seems  to  me  that  the  increase  of  15  per¬ 
cent  is  out  of  line  with  the  other  excise 
tax  rates  in  the  bill.  Most  of  them  are 
10  percent.  I  do  not  see  why  amuse¬ 
ments  should  carry  any  greater  excise- 
tax  rates  than  are  fixed  for  other  pur¬ 
poses.  The  rate  in  question  was  placed 
in  the  bill  at  the  moment.  Furthermore, 
I  think  every  one  should  realize  how  the 
bill  removes  practically  all  the  exemp¬ 
tions  on  charitable  and  religious  shows 
and  entertainments  of  different  kinds. 
It  imposes  a  tax  on  all  such  shows.  The 
rate  of  10  percent  will  be  a  great  blow  in 
many  cases,  anyway.  Then  to  increase  it 
to  15  percent,  which  is  a  300-percent  in¬ 
crease  over  the  present  rate  on  non- 
charitable  shows,  seems  to  me  to  be  un¬ 
reasonable.  So  I  believe  the  committee 
amendment  should  be  rejected. 

The  PRESIDING  OFFICER  (Mr.  Rus¬ 
sell  in  the  chair).  The  question  is  on 
agreeing  to  the  committee  amendment 
beginning  in  line  25  on  page  67  and 
running  down  to  line  8  on  page  68. 

The  amendment  was  rejected. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  committee 
amendment  which  was  passed  over. 

The  next  amendment  passed  over  was, 
on  page  68,  line  8,  before  the  word  “case”, 
to  insert  “In  the.” 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  committee 
amendment  passed  over. 

The  next  amendment  passed  over  was, 
on  page  68,  line  9,  after  the  word  “busi¬ 
ness”,  to  strike  out  “children  under 
twelve”  and  to  insert  “persons  under 
eighteen.” 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  committee 
amendment  passed  over. 

The  next  amendment  passed  over  was, 
on  page  69,  line  1,  after  the  word  “ad¬ 
mitted”  and  the  period,  to  strike  out 
“Amounts  paid  for  admission  by  season 
ticket  or  subscription  shall  be  exempt 
only  if  the  amount  which  would  be 
charged  to  the  holder  or  subscriber  for 
a  single  admission  is  less  than  10  cents”, 
and  insert: 

(b)  Box  seats:  Section  1700  (b)  (1)  of  the 
Internal  Revenue  Code  is  amended  by  strik¬ 
ing  out  “10  percent”  and  inserting  in  lieu 
thereof  “15  percent.” 

(c)  Sales  outside  box  office:  Section  1700 

(c)  (1)  of  the  Internal  Revenue  Code  is 

amended  by  striking  out  “10  percent”  and  in¬ 
serting  in  lieu  thereof  “15  percent.” 

Mr.  GEORGE.  Mr.  President,  that 
amendment  should  be  disagreed  to  in 
view  of  the  action  taken  by  the  Senate 
on  the  admission  tax  proper. 
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The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  rejected. 

The  PRESIDING  OFFICER.  Without 
objection,  the  Senate  will  recur  to  the 
amendment  on  page  58,  to  strike  out  lines 
8  to  13,  inclusive,  which  wil  be  stated. 

The  Chief  Clerk.  On  page  58,  line  8, 
it  is  proposed  to  strike  out: 

(1)  Box  seats:  Section  1700  (b)  (1)  is 

amended  by  striking  out  “10  percent”  and 
inserting  in  lieu  thereof  “11  percent.” 

(2)  Sales  outside  box  office:  Section  1700 
(c)  (1)  is  amended  by  striking  out  “10  per¬ 
cent”  and  inserting  in  lieu  thereof  “11  per¬ 
cent.” 

Tire  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

Tire  amendment  was  rejected. 

Mr.  CONNALLY.  Mr.  President,  may 
I  ask  the  Senator  from  Georgia  a  ques¬ 
tion?  Have  all  the  committee  amend¬ 
ments  cn  page  69  been  rejected? 

Mr.  GEORGE.  We  have  acted  only 
down  to  the  language  ending  in  line  11. 

Mr.  CONNALLY.  It  is  the  language 
which  follows  that  I  have  in  mind. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  committee 
amendment  passed  over. 

The  next  committee  amendment 
passed  over  was  on  page  69,  line  12,  to 
strike  out: 

(b)  Termination  of  exemptions:  Section 
1701  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  exemptions  from  admissions  tax). 

And  insert: 

(d)  Termination  of  exemptions  of  chari¬ 
table,  etc.,  entertainments:  Section  1701  (a) 
of  the  Internal  Revenue  Code. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  next  committee 
amendment  which  was  passed  over. 

The  next  amendment  passed  over  was, 
on  page  105,  after  the  word  “special”, 
to  strike  out  "tax  of  $25  per  year  in  re¬ 
spect  of  such  device,  and  shall  pay  an 
additional  special  tax  of  $25  per  year  for 
each  additional  such  device  so  main¬ 
tained  or  the  use  of  which  is  so  per¬ 
mitted,”  and  insert: 

tax  as  follows: 

“(1)  $10  per  year  in  the  case  of  a  device 
defined  in  clause  (1)  of  subsection  (b); 

“(2)  $200  per  year,  in  the  case  of  a  device 
defined  in  clause  (2)  of  subsection  (b);  and 

“(3)  $10  or  $200,  as  the  case  may  be,  for 
each  additional  device  so  maintained  or  the 
use  of  which  is  so  permitted.” 

Mr.  BUNKER.  Mr.  President,  I  offer 
an  amendment,  on  page  105,  line  7,  to 
strike  out  the  figures  “$200”  and  to  in¬ 
sert  in  lieu  thereof  “$50.”  ' 

I  should  like  to  comment  briefly  on 
this  amendment.  A  $200  tax  on  slot 
machines  will  not  accomplish  the  pur¬ 
pose  sought  in  this  amendment.  A  slot 
machine  is  a  mechanical  device  and  can 
be  fixed  so  that  the  customer  playing 
the  machine  can  get  15  percent,  20  per¬ 
cent,  or  even  as  high  as  80  percent. 
Slot-machine  gambling  is  legal  in  the 
State  of  Nevada,  and  where  the  ma¬ 
chines  are  legalized  the  take  is  fixed  at 
15  percent.  We  in  Nevada  derive  a  reve¬ 
nue  in  the  local  subdivisions  and  in  the 


State  of  $152  per  slot  machine.  No  per¬ 
son  under  age  is  permitted  to  play  a  slot 
machine,  and  they  are  carefully  in¬ 
spected  so  that  the  customers  get  back 
the  legitimate  percentage,  or  the  15  per¬ 
cent  to  which  he  is  entitled.  There  is 
that  protection  provided.  You  could 
not  win  or  lose  a  sum  of  any  consequence 
on  a  slot  machine  in  our  State  if  you 
played  one  all  day. 

I  say  that  this  $200  tax  on  slot  ma¬ 
chines  will  not  put  them  out  of  business 
in  States  where  they  are  not  legalized. 
As  I  understand  it,  we  are  the  only  State 
in  the  Nation  where  there  is  legalized 
gambling.  There  may  be  some  pinball 
machines  in  use  in  other  States  that  are 
legal,  but  slot  machines  are  legal  in  Ne¬ 
vada.  In  my  own  county  we  derived  last 
year  some  $88,000  from  the  tax  on  slot 
machines  alone. 

The  population  of  Nevada  is  less  than 
that  of  most  of  the  larger  cities  in  other 
States.  I  think  the  revenue  from  the 
tax  on  slot  machines  last  year  in  the  State 
of  Nevada,  at  the  rate  of  $152  apiece, 
would  have  netted  the  State  about  $450,- 
000.  Four  hundred  and  fifty  thousand 
dollars  is  not  a  small  sum  in  comparison 
to  the  taxable  wealth  of  a  small  State 
such  as  Nevada. 

Mr.  BARKLEY.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BUNKER.  I  yield. 

Mr.  BARKLEY.  I  think  it  is  probably 
true  that  some  of  the  members  of  the 
committee  voted  for  the  high  rate  of  $200 
with  the  view  of  undertaking  to  put  so- 
called  gambling  machines  out  of  business 
rather  than  to  raise  revenue.  If  the  ob¬ 
ject  were  accomplished,  and  they  were 
all  put  out  of  business,  no  revenue  would 
be  raised. 

Mr.  BUNKER.  That  is  correct. 

Mr.  BARKLEY.  I  believe  the  Sena¬ 
tor’s  amendment  is  to  reduce  the  tax 
from  $200  to  $50. 

Mr.  BUNKER.  That  is  correct. 

Mr.  BARKLEY.  The  tax  would  apply 
in  a  State  where  the  machines  are  legal¬ 
ized,  as  well  as  in  a  State  where  they  are 
not  legalized.  They  are  tolerated  in 
many  States  where  there  is  no  legal  au¬ 
thority  for  their  operation.  Does  the 
Senator  know  what  the  revenue  would 
be  if  his  amendment  were  adopted,  re¬ 
ducing  the  tax  from  $200  to  $50?  What 
revenue  would  be  obtained  from  a  $50 
tax? 

Mr.  BUNKER.  I  cannot  answer  that 
question. 

Mr.  BARKLEY.  Assuming  that  we 
should  receive  any  revenue  at  all  from 
the  $209  rate,  the  amount  involved  is 
about  half  a  million  dollars,  I  believe. 
That  is  on  the  assumption  that  the  pur¬ 
pose  of  the  higher  rate  would  not  be 
accomplished,  and  that  the  machines 
would  not  be  put  out  of  business.  I  am 
wondering  whether  we  would  not  raise  as 
much  money,  from  a  revenue  standpoint, 
by  the  $50  rate  as  we  would  raise  by  the 
$200  rate.  My  information  is  that  in 
neither  event  would  more  than  about  half 
a  million  dollars  be  involved. 

Mr.  BUNKER.  In  the  State  of  Nevada 
the  $200  rate,  added  to  the  $152  which 
we  legally  collect  for  a  slot  machine, 
would  make  a  tax  of  $352,  which  would 
eliminate  about  50  percent  of  the  ma¬ 
chines,  and  therefore  would  eliminate 


about  50  percent  of  the  revenue  which 
we  receive  from  such  machines.  It  would 
not  eliminate  the  vice.  It  would  cen¬ 
tralize  the  vice  in  certain  localities. 

Mr.  BARKLEY.  It  is  the  contention 
of  the  Senator  that  if  the  committee 
amendment  had  any  effect,  it  would 
eliminate  half  the  machines  in  a  State 
where  they  are  legalized,  and  would  not 
eliminate  any  of  them  in  States  where 
they  are  not  legalized. 

Mr.  BUNKER.  That  is  true.  It  would 
not  eliminate  them  in  the  States  where 
they  are  not  legal. 

As  I  say,  a  slot  machine  is  a  mechani¬ 
cal  device  If  a  $200  tax  were  imposed 
on  the  machine  the  operator  could  regu¬ 
late  the  amount  paid  out  so  that  the 
machine  would  take  care  of  the  tax,  and 
the  people,  rather  than  the  operator, 
would  be  paying  the  tax. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent.  will  the  Senator  yield? 

Mr.  BUNKER.  I  yield. 

Mr.  CLARK  of  Missouri.  I  should  like 
to  ask  the  Senator  from  Nevada  if  the 
proposal  advanced  by  the  Senator  from 
Kentucky  is  not  the  exact  equivalent  of 
putting  a  tariff-for-revenue  tax  on  pros¬ 
titution 

Mr.  OVERTON.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BUNKER.  I  yield. 

Mr.  OVERTON.  I  rise  for  the  purpose 
of  making  a  suggestion  to  the  Senator 
from  Nevada.  I  think  the  purpose  he  has 
in  mind  could  be  accomplished  by 
amending  the  committee  amendment  by 
a  proviso  to  the  effect  that  in  States  where 
such  devices  are  licensed  a  tax  of  $50  a 
year  shall  be  levied 

Mr.  BARKLEY.  Mr  President,  I  have 
no  authority  to  speak  for  the  committee, 
but  as  one  member  of  the  committee  I 
have  some  doubt  about  the  constitution¬ 
ality  of  such  a  provision,  because  the 
Constitution  requires  that  taxes  shall 
be  uniform  throughout  the  United  States. 
If  we  should  levy  a  tax  of  $200,  or  $50, 
or  whatever  the  tax  may  be,  in  a  revenue 
bill,  and  then  say  that  in  a  State  where 
a  local  tax  is  levied  the  amount  of  the 
local  tax  shall  be  deducted  from  the  Fed¬ 
eral  tax,  we  should  encounter  a  constitu¬ 
tional  question  involving  the  question  of 
uniformity. 

Mr.  OVERTON.  There  are  two  classi¬ 
fications.  One  is  the  unlicensed  and  un¬ 
authorized  machine,  and  the  other  is  the 
licensed  machine. 

Mr.  BARKLEY.  Personally,  so  far  as 
I  am  individually  concerned,  I  should 
rather  agree  to  the  $50  rate  than  to  try 
to  write  into  the  bill  a  prevision  which 
would  give  credit  in  a  State  for  the 
amount  of  the  State  or  local  tax.  The 
Supreme  Court  has  held  that  sort  of  pro¬ 
vision  unconstitutional  in  another  mat¬ 
ter  anyway,  so  I  do  not  believe  we  should 
be  justified  in  agreeing  to  it. 

Mr.  McCARRAN.  Mr.  President,  will 
the  Senator  yield? 

Mr.  BUNKER.  I  yield  to  my  colleague. 

Mr.  McCARRAN.  I  should  like  to  have 
the  amendment  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Nevada  [Mr.  Bunker]  to  the  committee 
amendment  will  be  stated. 

The  Chief  Clerk.  On  page  105,  line  7. 
in  the  committee  amendment,  it  is 
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proposed  to  strike  out  f‘$200”  and  insert 
in  lieu  thereof  “$50”,  so  as  to  read: 

(2)  $50  per  year,  in  the  case  of  a  device 
defined  in  clause  (2)  of  subsection  (b);  and 

Mr.  BUNKER.  Mr.  President,  it  is  not 
my  purpose  to  prolong  the  debate.  My 
purpose  is  to  protect  the  people  of  Ne¬ 
vada.  In  doing  so  I  should  like  to  in¬ 
vite  attention  to  the  fact  that  in  Nevada 
we  have  a  slogan,  to  which  we  live  up 
pretty  well,  to  the  effect  that  Nevada  is 
the  last  frontier  State. 

Originally,  Nevada  was  colonized  by 
mining  men  of  a  1’beral  nature.  We 
have  tried  in  many  ways  to  put  gambling 
out  of  existence.  If  slot  machines  were 
not  legal  in  our  State,  it  probably  would 
be  because  the  local  officials  were  getting 
their  share  of  the  revenue.  I  do  not  say 
that  if  slot  machines  exist  in  any  other 
State  the  local  officials  are  being  paid, 
but  I  know  that  has  been  the  case  in  some 
instances. 

Nevada  receives  a  revenue  of  about 
$450,000  from  legalized  slot  machines. 
L.  that  revenue  were  cut  in  two  a  very 
serious  hardship  would  result  to  a  small 
State. 

We  have  found  that  the  best  way  to 
control  gambling  is  to  legalize  it  and  tax 
it.  The  city  receives  so  much,  the  county 
receives  so  much,  and  the  State  receives 
so  much. 

If  we  are  after  taxes,  the  gamblers  of 
Nevada  are  as  liberal  and  as  willing  to 
pay  their  share  of  taxes  as  is  anyone  else. 
We  can  afford  to  pay  $200  and  still  oper¬ 
ate.  If  we  can  do  it,  so  also  can  the  op¬ 
erators  of  machines  which  are  not  legal¬ 
ized.  We  are  willing  to  pay  $152  plus 
$50;  and  if  we  can  pay  it  everybody  else 
can  pay  it. 

I  would  not  want  anyone  to  think  that 
the  gamblers  in  Nevada  are  immoral  peo¬ 
ple,  as  may  be  suggests  1.  Many  of  my 
friends  are  gamblers.  One  of  them  in 
particular  is  a  former  banker. 

Mr.  TOBEY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  BUNKER.  I  yield. 

Mr.  TOBEY.  Are  the  two  terms  syn¬ 
onymous?  Are  gamblers  and  bankers 
the  same  thing?  [Laughter.] 

Mr.  BUNKER.  No.  One  of  the  men 
to  whom  I  refer  is  a  banker.  Another  is 
a  former  real-estate  man.  Another  is  a 
mining  engineer.  Many  others  are 
businessmen.  In  Nevada  we  consider 
gambling  legal.  If  anyone  wants  to 
come  to  our  State  and  drop  a  dollar  or 
two  in  the  slot  machines  we  think  that 
it  is  no  worse  than  going  to  the  Kentucky 
Derby  and  betting  $5  on  a  horse.  Many 
of  those  who  play  the  clot  machines  also 
bet  on  horse  races  and  on  football  and 
baseball  games. 

I  maintain  that  the  committee 
amendment  would  not  accomplish  the 
purpose  of  putting  illegal  slot  machines, 
out  of  business.  It  is  the  duty  of  the 
States  to  control  slot  machines.  If  they 
are  not  legal  in  any  State  it  is  up  to  the 
State  government  to  control  them  and 
put  them  out  of  business.  The  proposed 
tax  would  work  a  serious  hardship  on  my 
friends  in  Nevada,  and  I  hope  that  my 
amendment  will  prevail. 

Mr.  GEORGE.  Mr.  President,  I 
should  like  to  have  the  amendment 
stated. 


The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Nevada  to  the  committee  amendment  will 
be  stated. 

The  Legislative  Clerk.  On  page  105, 
in  line  7,  in  the  committee  amendment,  it 
is  proposed  to  strike  out  "$200”  and  insert 
in  lieu  thereof  “$50.” 

Mr.  GEORGE.  Is  there  also  an 
amendment  in  line  9? 

The  PRESIDING  OFFICER.  The 
Chair  is  informed  there  is  not. 

Mr.  GEORGE.  In  order  to  be  consist¬ 
ent,  the  “$200”  there  should  be  stricken 
out  and  “$50”  inserted. 

Mr.  BUNKER.  Mr.  President,  will  the 
Senator  yield  to  me? 

Mr.  GEORGE.  I  yield. 

Mr.  BUNKER.  If  it  is  agreeable,  I  will 
add  that  to  my  amendment. 

The  PRESIDING  OFFICER.  The 
Senator  has  a  right  to  modify  his  own 
amendment  accordingly. 

Mr.  GEORGE.  I  merely  wished  to  in¬ 
quire  about  the  matter. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  do  not  wish  to  seem  to  detract  in 
any  way  from  the  very  eloquent  tribute 
paid  the  gamblers  of  Nevada  by  my  dis¬ 
tinguished  friend,  the  junior  Senator 
from  that  State.  I  am  certain  that  in 
the  adoption  of  this  amendment  no  mem¬ 
ber  of  the  Finance  Committee  had  in 
mind  any  particular  reference  to  the 
gamblers  of  Nevada.  The  amendment 
came  about — and  I  am  very  happy  to 
claim  the  authorship  of  it — by  reason  of 
the  fact  that  upon  the  recommendation 
of  the  Treasury  Department  the  House 
Ways  and  Means  Committee  went  into  a 
new  field  of  taxation,  that  is  to  say,  the 
taxation  of  slot  machines,  and  proposed 
a  levy  of  a  flat  tax  of  $25  a  year  on  all 
classes  of  slot  machines,  including  the 
little  pinball  machines  into  the  slot  of 
which  a  man  puts  a  nickel  without  any 
hope  of  recompense,  without  any  premi¬ 
um,  but  merely  to  try  his  skill  on  such  a 
machine,  to  see  hov;  many  balls  he 
can  put  past  the  various  pins.  A  tax  was 
also  imposed  on  the  various  machines 
with  which  a  man  tries  to  play  a  baseball 
game,  a  football  game,  or  some  other 
kind  of  game,  without  any  gambling  ele¬ 
ment  connected  with  it.  But  at  the  same 
rate  the  Ways  and  Means  Committee  in¬ 
cluded  the  so-called  one-armed  bandits, 
which  are  notoriously  a  racket.  I  refer  to 
the  machines  with  the  lemons,  plums, 
oranges,  and  what-not,  which  are  no¬ 
toriously  gambling  machines.  Such  ma¬ 
chines  were  put  in  the  same  category  in 
the  tax  bill. 

When  the  bill  came  before  the  Fi¬ 
nance  Committee  of  the  Senate  it  did 
not  seem  to  some  of  us  to  be  fair  for  the 
Federal  Government  to  tax  at  anything 
like  the  same  rate  machines  purely  for 
the  purpose  of  amusement  and  diver¬ 
sion,  including  all  sorts  of  slot  machines, 
into  which  a  man  drops  his  nickel  sim¬ 
ply  for  the  pleasure  of  seeing  what  he 
can  do.  I  have  not  mentioned  by  any 
means  all  of  them.  There  are  such  ma¬ 
chines  at  Glen  Echo,  just  outside  of 
Washington.  There  are  little  toy  elec¬ 
tric  ranges,  on  which  a  man  may  try  his 
skill  as  a  shot,  for  a  nickel.  He  knows 
he  will  not  get  back  any  prize;  he  is 
willing  to  pay  a  nickel  for  the  pleasure 
of  trying  his  skill  as  a  shot. 


But  in  the  same  category  were  also 
included  the  “one-armed  bandits,” 
which  have  been  a  racket  in  every  State 
of  the  Union  except  the  very  few  States 
in  which  they  have  been  legalized — in 
my  opinion,  to  the  disgrace  of  those 
States. 

Mr.  President,  it  seemed  to  me  and 
to  a  majority  of  the  members  of  the 
Finance  Committee  that  it  was  a  dis¬ 
grace  to  put  all  slot  machines  in  the 
same  class.  Therefore  we  reduced  the 
tax  on  the  innocent  slot  machines,  the 
ones  which  do  not  involve  any  gambling 
interest,  from  $25  to  $10. 

Then,  Mr.  President,  I  am  proud  to 
say  that  on  my  motion  the  tax  on  the 
“one-armed  bandits”  was  increased 
from  $25  to  $200.  That  was  not  my 
original  proposal.  My  original  amend¬ 
ment  was  to  increase  the  tax  on  gam¬ 
bling  machines — in  my  opinion,  the  most 
vicious  racket  in  the  United  States — to 
$1,000  a  machine.  My  purpose  in  offer¬ 
ing  that  amendment  was  to  put  such 
gambling  machines  out  of  business.  I 
have  no  hesitation  whatever  in  saying 
that.  I  think  that  the  amendment 
which  I  offered  was  a  proper  amend¬ 
ment. 

Mr.  BAILEY.  Mr.  President,  will  the 
Senator  yield  to  me? 

Mr.  CLARK  of  Missouri.  I  yield. 

Mr.  BAILEY.  I  am  very  much  inter¬ 
ested  in  what  the  distinguished  Senator 
has  to  say.  I  fully  agree  with  him  as 
to  his  description  of  such  machines,  and 
I  would  agree  generally  with  anyone 
in  denouncing  gambling.  However,  I 
wish  to  ask  a  question.  The  Senator 
states  that  the  sole  purpose  of  his 
amendment - 

Mr.  CLARK  of  Missouri.  My  original 
amendment  provided  a  tax  of  $1,000  a 
year  on  each  such  machine. 

Mr.  BAILEY.  Yes. 

Mr.  CLARK  of  Missouri.  The  Sen¬ 
ator  from  Nevada  has  convinced  me. 
that  in  his  State  the  operation  of  such 
machines  is  not  a  racket. 

Mr.  BAILEY.  Perhaps  so.  The  pur¬ 
pose  of  the  amendment  is  to  bring 
about  the  prohibition  of  gambling 
through  the  “one-armed  bandits,”  or  to 
bring  an  end  to  robbery  through  the 
“one-armed  bandits.” 

If  that  is  good  policy  we  should  proceed 
to  the  whole  program  of  prohibition  and 
police  regulation  by  way  of  taxation.  We 
should  use  the  taxing  power  to  prohibit 
the  manufacture  and  sale  of  liquors,  or 
to  prohibit  the  operation  of  pari-mutuel 
machines  at  the  race  tracks,  on  the 
ground  that  race-track  gambling  is  not 
to  be  approved. 

Agreeing  that  gambling  is  bad,  agreeing 
that  it  is  considered  immoral  and  gen¬ 
erally  injurious,  the  question  which  is 
presented  to  me  is  this:  How  far  should 
the  Congress  undertake  to  assume  the 
police  power  of  the  States  by  way  of  the 
effect  of  a  revenue  act?  How  far  should 
we  use  the  power  which  is  given  us  to 
raise  revenue  for  the  support  of  the  Gov¬ 
ernment,  to  pay  the  public  debt,  and  to 
provide  for  the  common  defense  and  the 
general  welfare?  Those  are  the  objec¬ 
tives,  stated  in  the  Constitution,  of  the 
taxing  power.  How  far  shall  we  extend 
the  use  of  the  taxing  power  into  the  vast 
region  of  the  police  power?  That  strikes 
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me  as  a  very  serious  question  for  all  of  us. 
It  may  be  easy  to  vote  for  a  tax  of  $200 
or  $1,000;  but  how  shall  we  vote  when  the 
pressure  is  brought  to  bear  and  a  bill  is 
introduced  to  put  a  tax  of  $200  upon  the 
sale  of  a  quart  of  whisky?  If  we  can  do 
one,  we  can  do  the  other.  If  we  go  into 
that  field  we  will  go  into  the  other.  I 
am  just  showing - 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent — 

Mr.  BAILEY.  I  will  yield  in  a  moment. 

Mr.  CLARK  of  Missouri.  I  have  the 
floor  myself. 

Mr.  BAILEY.  I  beg  the  Senator’s 
pardon. 

Mr.  CLARK  of  Missouri.  I  am  glad  to 
have  the  Senator  speak  at  any  time, 
either  in  my  time  or  in  his  own  time,  but, 
if  he  is  going  to  make  a  prolonged  speech, 
I  would  much  rather  have  him  make  it 
in  his  own  time,  because  I  have  a  few 
observations  I  desire  to  make  before  I 
take  my  seat. 

Mr.  BAILEY.  I  apologize  to  the  Sen¬ 
ator. 

Mr.  CLARK  of  Missouri.  I  am  always 
glad  to  hear  the  Senator  and  glad  to  have 
him  speak  in  my  time. 

Mr.  BAILEY.  I  went  on  to  speak  be¬ 
cause  I  thought  the  Senator  had  taken 
his  seat. 

Mr.  CLARK  of  Missouri.  I  took  my 
seat  because  I  thought  the  Senator  from 
North  Carolina  was  more  or  less  strung 
out,  and  I  did  have  a  few  remarks  I 
wanted  to  make  myself. 

Mr.  BAILEY.  I  very  gladly  accept  the 
situation,  and  recognize  that  this  distin¬ 
guished  expert  on  parliamentary  practice 
still  had  the  floor  notwithstanding  he 
was  sitting  down. 

Mr.  CLARK  of  Missouri.  Then  I  will 
resume  my  seat  and  let  the  Senator 
continue. 

The  FRESIDING  OFFICER.  The 
question  is  on  the  amendment  offered  by 
the  Senator  from  Nevada  [Mr.  Bunker] 
to  the  committee  amendment. 

Mr.  McCARRAN.  Mr.  President,  the 
power  to  tax  is  the  power  to  destroy. 
That  is  an  old  adage;  it  is  so  old  that  it 
has  become  commonplace.  The  power 
to  tax  is  the  power  to  destroy.  My  good 
friend  the  able  Senator  from  Missouri 
very  appropriately  says  that  he  would  de¬ 
stroy.  In  other  words,  he  proposes  to 
destroy  by  the  taxing  power  that  which 
a  sovereign  State  sees  fit  to  regulate  un¬ 
der  its  police  power.  The  able  Senator 
from  Missouri,  the  descendant  of  a  great 
family  that  always  recognized  State 
rights,  is  forgetting  that  splendid  doc¬ 
trine,  the  right  of  the  great  sovereign 
State  of  Missouri  to  control  affairs  with¬ 
in  its  borders;  its  right,  for  instance,  to 
control  gambling  within  its  borders. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield? 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Nevada  yield  to  the  Sena¬ 
tor  from  Missouri? 

Mr.  McCARRAN.  I  yield. 

Mr.  CLARK  of  Missouri.  Does  the 
Senator  think  that  the  Federal  Govern¬ 
ment,  if  it  saw  fit,  would  have  the  right 
to  put  an  excise  tax  on  divorces? 

Mr.  McCARRAN.  On  what? 

Mr.  CLARK  of  Missouri.  On  divorces? 

Mr.  McCARRAN.  If  the  State  of  Mis¬ 
souri  wants  to  do  that - 


Mr.  CLARK  of  Missouri.  No;  I  am 
talking  about  the  Federal  Government. 
I  was  thinking  about  transferring  this 
particular  tax  from  slot  machines  to 
divorces. 

Mr.  McCARRAN.  Most  certainly  not, 
because  when  you  are  dealing  with  that 
you  are  dealing  with  something  that  per¬ 
tains  to  the  fundamental  law  of  the  sov¬ 
ereign  State.  Undoubtedly  the  able  Sen¬ 
ator  from  Missouri  was  pointing  that 
question  to  me  because  I  happen  in  part 
to  represent  a  State  where  it  is  reputed 
divorces  are  rather  liberal;  but  that  was 
written  into  the  Constitution  of  Nevada 
with  the  acquiescence  of  the  Congress  of 
the  United  States  when  the  State  be¬ 
came  a  sovereign  in  the  sisterhood  of 
States.  It  was  not  written  in  after  the 
State  became  a  State;  it  was  written  into 
the  constitution,  it  was  written  into  the 
law  which  the  Congress  of  the  United 
States  adopted  when  my  State  was  ad¬ 
mitted  to  the  Union. 

If  you  did  not  like  it  then,  you  should 
have  repudiated  it,  but  you  liked  it 
then - 

Mr.  CLARK  of  Missouri.  I  hope  the 
Senator  will  not  shake  his  gory  locks 
at  me - 

Mr.  McCARRAN.  You  thought  it  was 
all  right  because  you  wanted  three  more 
votes  to  save  a  Nation  that  was  then  very 
much  in  need  of  saving. 

I  did  not  understand  the  statement 
the  able  Senator  from  Missouri  last 
made. 

Mr.  CLARK  of  Missouri.  I  said  I 
hoped  the  Senator  would  not  shake  his 
gory  locks  at  me  because  I  was  not  here 
then. 

Mr.  McCARRAN.  Of  course  the  Sen¬ 
ator  from  Missouri  was  not  here  because 
he  was  not  born  then;  he  is  still  young 
in  experience,  and  I  hope  he  will  remain 
young  in  all  things.  However,  he  made 
a  very  insulting  remark  about  my  State 
just  a  moment  ago  when  he  referred  to 
prostitution.  We  do  not  permit  prosti¬ 
tution  in  the  Battle  Born  State:  we  reg¬ 
ulate  it;  but  some  other  States  permit  it 
and  do  not  even  regulate  it. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield? 

Mr.  McCARRAN.  Yes;  I  yield. 

Mr.  CLARK  of  Missouri.  I  certainly 
had  no  reference  to  the  State  of  Nevada 
in  my  reference  to  prostitution. 

Mr.  McCARRAN.  The  Senator’s  re¬ 
mark  made  to  my  colleague  was  insult¬ 
ing,  and  I  resent  it  for  one,  because  I 
was  born  in  that  State;  and  the  Senator 
cannot  make  an  insulting  remark 
against  that  State  on  the  floor  of  the 
Senate  and  not  have  me  resent  it. 

Mr.  CLARK  of  Missouri.  If  the  Sen¬ 
ator  will  permit  me — will  the  Senator 
yield? 

Mr.  McCARRAN.  Yes;  I  yield. 

Mr.  CLARK  of  Missouri.  I  certainly 
had  no  reference  at  all  to  the  State 
of  Nevada,  or  any  other  State,  in  my 
reference  to  prostitution.  The  Senator 
from  Kentucky  rose  and  said  he  felt 
there  ought  to  be  a  fair  revenue  tax  on 
slot  machines. 

Mr.  McCARRAN.  And  what  was  the 
Senator’s  remark  about  prostitution? 

Mr.  CLARK  of  Missouri.  I  said  that 
was  very  closely  equivalent  to  a  sug¬ 
gestion  for  a  fair  revenue  tax  on  prosti¬ 


tution.  I  did  not  single  out  the  State 
of  Nevada;  I  think  it  is  a  rule  of  uni¬ 
versal  application. 

Mr.  McCARRAN.  I  am  very  glad  to 
have  the  Senator  retract  his  remarks. 

Mr.  CLARK  of  Missouri.  I  do  not 
retract  any  remark  I  made.  The  Sena¬ 
tor  from  Nevada  is  undertaking  to  put 
an  entirely  erroneous  construction  on 
what  I  said,  and  nobody  knows  it  better 
than  the  Senator  from  Nevada. 

Mr.  McCARRAN.  No;  I  am  not  put¬ 
ting  any  misconstruction  on  the  Sena¬ 
tor’s  remarks  at  all.  I  am  simply  re¬ 
senting  an  insulting  remark  he  made 
against  a  sovereign  State;  and  I  shall 
continue  to  resent  it  on  the  floor  of  the 
Senate  so  long  as  the  Senator  from 
Missouri  continues  to  apply  it. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield? 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Nevada  yield  further  to  the 
Senator  from  Missouri? 

Mr.  McCARRAN.  I  yield  for  a  ques¬ 
tion. 

Mr.  CLARK  of  Missouri.  Let  me  say 
that  I  had  no  idea  whatever  of  apply¬ 
ing  that  remark  to  the  State  of  Nevada, 
or  any  other  State,  but,  if  the  Senator 
wants  to  take  it  to  his  heart,  he  is  per¬ 
fectly  at  liberty  to  do  so. 

Mr.  McCARRAN.  I  will  take  anything 
to  my  heart  that  applies  to  my  State. 
The  remark  does  not  apply  to  my  State 
except  as  the  Senator  intended  it  to 
apply. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  permit  me - 

Mr.  McCARRAN.  I  yield. 

Mr.  CLARK  of  Missouri.  I  have  al¬ 
ready  said  that  what  I  said  had  no  par¬ 
ticular  application  to  any  particular 
State. 

Mr.  McCARRAN.  Very  well. 

Mr.  CLARK  of  Missouri.  I  was  talk¬ 
ing  about  the  general  principle. 

Mr.  McCARRAN.  Very  well. 

Mr.  CLARK  of  Missouri.  If  the  Sena¬ 
tor  wishes  to  wear  the  shoe,  he  is  entirely 
at  liberty  to  do  so. 

Mr.  McCARRAN.  The  Senator  from 
Nevada  does  not  wear  the  shoe  any  more 
than  does  the  Senator  from  Missouri. 

Mr.  CLARK  of  Missouri.  I  am  sure  of 
that. 

Mr.  McCARRAN.  I  hope  the  Senator 
from  Missouri  does  not  wrear  that  shoe. 

Mr.  CLARK  of  Missouri.  And  I  hope 
the  Senator  from  Nevada  does  not. 
[Laughter.] 

Mr.  McCARRAN.  Mr.  President,  now 
regarding  the  matter  of  taxing  something 
out  of  existence,  it  seems  to  me  that  if 
the  policy  of  the  able  Senator  from  Mis¬ 
souri  is  as  he  stated  it  to  be — namely,  that 
in  the  Committee  on  Finance  he  proposed 
the  amendment  providing  a  tax  of  $200 
in  order  to  put  slot  machines  out  of 
business,  it  might  be  well  to  have  an  in¬ 
creased  tax  on  many  other  things  so  that 
they  might  all  be  put  out  of  business. 
Would  not  that  be  well?  Will  the  Sena¬ 
tor  agree  with  me  that  we  might  regu¬ 
late  or  destroy  many  things  by  such  a 
method  of  taxation? 

'  Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  if  the  Senator  is  asking  me  the 
question - 

Mr.  McCARRAN.  Yes. 
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Mr.  CLARK  of  Missouri.  Let  me  say 
to  him  that,  of  course,  it  has  always  been 
acknowledged  on  every  hand  by  everyone 
who  ever  had  the  slightest  conception  of 
the  theory  of  taxation  that  the  power  to 
tax  involves  the  power  to  destroy;  there  is 
no  question  about  that;  it  has  always 
been  true.  As  I  said  awhile  ago,  when  I 
temporarily  had  the  floor  before  the  Sen¬ 
ator  from  North  Carolina  took  it  away 
from  me - 

Mr.  McCARRAN.  I  do  not  want  to  get 
into  that  controversy. 

Mr.  CLARK  of  Missouri.  I  under¬ 
stand  that.  I  stated  that  this  is  a  new 
principle  of  taxation;  that,  so  far  as  I 
am  aware,  these  things  have  never  been 
taxable.  Now,  we  find  in  a  House  bill  a 
classification  taxing  ordinary  amuse¬ 
ments.  Slot  machines  are  in  the  same 
category  as  these  “one-armed  bandits,” 
and  it  seems  to  me  that  there  ought  to 
be  some  differentiation  made.  I  think 
that  amusement  machines  are  a  fair  sub¬ 
ject  of  revenue  by  the  Government,  but  I 
do  not  think  that  these  gambling  ma¬ 
chines  are  a  fair  avenue  of  revenue  for 
the  Government  any  more  than  I  think 
a  tax  on  prostitution  would  be. 

Mr.  McCARREN.  Does  the  Senator 
think  that  amusement  machines  render 
less  revenue  to  the  owner  of  the  machine 
than  a  machine  for  coins? 

Mr.  CLARK  of  Missouri.  No,  I  do  not 
think  either  one  of  them  represent  prob¬ 
ably  much  more  revenue  than  a  roulette 
wheel  or  something  of  that  sort.  I  do 
not  think  it  is  fair,  I  do  not  think  it  is 
moral,  I  do  not  think  it  is  proper  for  the 
Government  of  the  United  States  to  use 
the  principle  of  deriving  revenue  from 
these  “one-armed  bandits”  and  gambling 
machines,  machines  that  rob  children, 
machines  on  which  it  is  impossible  to  get 
anything  like  an  even  break. 

Mr.  McCARRAN.  The  Senator  seems 
to  distinguish  between  amusement  ma¬ 
chines  and  machines  for  coins. 

Mr.  CLARK  of  Missouri.  I  certainly 
do  distinguish  between  amusement  ma¬ 
chines  and  gambling  devices. 

Mr.  McCARRAN.  Very  well.  An 
amusement  machine  is  the  thing  that  at¬ 
tracts  the  child.  It  attracts  the  unwary. 
There  is  no  return  whatever  from  such  a 
machine.  There  is  not  even  one  chance 
in  a  million  of  a  return,  because  there  is 
no  return.  Why  not  put  them  all  out  of 
business  if  it  is  desired  to  put  one  out  of 
business? 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  shall  be  glad  to  answer  in  my  own 
time,  if  the  Senator  will  permit  me.  That 
has  not  been  the  experience  throughout 
the  country.  It  is  the  prospect  of  re¬ 
turn  that  lures  children  who  have  been 
sent  to  the  grocery  store  with  money  to 
buy  the  family  groceries.  Almost  uni¬ 
versally  in  the  lowest-income  brackets 
the  poorest  people  send  children  to  the 
grocery  store  to  buy  groceries,  and  they 
are  attracted  by  the  prospect  of  return 
from  these — two  lemons  or  two  oranges, 
or  two  prunes,  or  whatever  they  may  be! 

Mr.  McCARRAN.  How  about  two 
horses? 

Mr.  CLARK  of  Missouri.  So  far  as  I 
am  concerned,  I  am  perfectly  willing  to 
legislate  on  that  subject,  too. 

Mr.  McCARRAN.  But  the  Senator 
does  not  do  so  by  this  amendment. 


Mr.  CLARK  of  Missouri.  This  amend¬ 
ment  has  to  do  with  a  House  provision, 
I  will  say  to  the  Senator  from  Nevada. 
The  House  provision  proposes  to  raise  the 
same  rate  of  revenue  from  “one-arm 
bandits”  as  from  the  little,  innocent  pin¬ 
ball  machines. 

Mr.  ADAMS.  Mr.  President,  will  the 
Senator  from  Nevada  yield? 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Nevada  yield  to  the  Sena¬ 
tor  from  Colorado? 

Mr.  McCARRAN.  For  a  question ;  yes. 

Mr.  ADAMS.  I  desire  to  ask  a  ques¬ 
tion  as  to  a  distinction  which  is  in  my 
mind.  The  Senator  opened  his  remarks 
by  saying  that  the  power  to  tax  is  the 
power  to  destroy.  That,  of  course,  has 
been  said  a  thousand  or  ten  thousand 
times. 

Mr.  McCARRAN.  More  or  less. 

Mr.  ADAMS.  I  am  wondering,  how¬ 
ever,  if  that  is  applicable  to  an  excise 
tax.  We  are  dealing  now  with  excise 
taxes,  which  are  taxes  levied  upon  the 
doing  of  something.  The  question  is 
whether  or  not  the  power  to  tax  the  doing 
of  something  involves  the  right  to  pre¬ 
vent  it.  That  is,  I  am  wondering  if  we 
have  not  reached  the  point  as  to  which 
the  courts  have  also  said  that  under 
the  grant  of  the  power  to  regulate  which 
happens  in  the  granting  of  powers  to 
cities — you  cannot  destroy  or  prohibit; 
and  I  am  wondering  if  the  Senator  is  sure 
of  his  ground  in  saying  that  under  the 
power  to  levy  excise  taxes  you  can  de¬ 
stroy? 

Mr.  McCARRAN.  I  am  absolutely  sure 
of  it.  You  can  destroy  by  any  form  of 
tax  you  may  levy.  There  is  no  ques¬ 
tion  about  that. 

Mr.  ADAMS.  And  if,  on  the  record 
of  the  legislative  body,  it  should  appear 
that  the  purpose  of  the  levy  was  to  de¬ 
stroy,  what  then? 

Mr.  McCARRAN.  It  would  not  make 
any  difference  about  the  purpose,  if  it 
was  done  and  the  result  followed. 

Mr.  ADAMS.  I  merely  wanted  to  in¬ 
dicate  a  doubt  in  my  mind  as  to  that. 

Mr.  McCARRAN.  The  question  is  the 
result,  not  the  method  used  to  bring  about 
the  result. 

Mr.  ADAMS.  I  have  serious  question 
as  to  the  legal  right  of  the  Congress  to 
destroy  something  under  the  guise  of  an 
excise  tax. 

Mr.  McCARRAN.  The  Senator  may 
question  the  right  of  Congress,  but  Con¬ 
gress  does  not  question  its  own  right  when 
it  votes  to  do  a  thing.  It  does  it.  The 
court  passes  on  the  right  of  Congress. 

Mr.  ADAMS.  The  courts  used  to  do 
it. 

Mr.  McCARRAN.  That  is  another  ave¬ 
nue  of  government. 

Mr.  ADAMS.  That  was  a  former  prac¬ 
tice. 

Mr.  McCARRAN.  It  was  a  former 
practice,  and  we  had  some  reliance  on  it 
in  the  past,  and  I  should  like  to  have 
reliance  on  it  for  the  future. 

Mr.  SMITH  and  Mr.  BARKLEY  ad¬ 
dressed  the  Chair. 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Nevada  yield;  and  if  so,  to 
whom? 

Mr.  McCARRAN.  I  yield  first  to  the 
Senator  from  South  Carolina. 


Mr.  SMITH.  Mr.  President,  I  think 
the  Senator  from  North  Carolina  has 
raised  the  most  important  question  that 
can  occur  in  connection  with  this  bill. 
The  power  reposed  in  the  Federal  Gov¬ 
ernment  is  that  of  raising  revenue.  I  do 
not  concede  that  it  has  the  power  to  tax 
out  of  existence  anything  within  a  sov¬ 
ereign  State.  We  dare  not  go  beyond  the 
matter  of  obtaining  revenue.  If  the  ob¬ 
ject  or  the  result  is  to  destroy,  we  have 
gone  beyond  the  power  delegated  to  us. 

Mr.  McCARRAN.  Let  me  say  to  the 
Senator  from  South  Carolina  that  I  am 
taking  the  remarks  of  the  author  of  the 
amendment  as  an  impetus  for  my  state¬ 
ment.  He  said  he  offered  the  amendment 
to  put  these  machines  out  of  business. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield  at  that  point? 

Mr.  McCARRAN.  Yes;  although  I 
have  already  yielded  to  the  Senator  from 
South  Carolina. 

Mr.  CLARK  of  Missouri.  The  Senator 
from  Nevada  has  the  floor,  and  I  am  ask¬ 
ing  him  to  yield. 

I  am  frank  to  say  that  my  purpose  in 
offering  in  the  Finance  Committee  the 
amendment  imposing  a  tax  of  $1,000  on 
slot  machines  was  to  make  the  rate  abso¬ 
lutely  prohibitive,  and  put  these  “one- 
armed  bandits”  out  of  business.  That 
amendment  was  not  adopted  by  the  Fi¬ 
nance  Committee.  The  amount  was  cut 
down  to  $200  a  machine;  and  I  am  ad¬ 
vised  by  the  junior  Senator  from  Nevada 
[Mr.  Bunker]  that  that  will  not  put  the 
slot  machines  in  Nevada  out  of  business, 
but  will  impose  a  burden  on  them. 

Let  me  ask  the  junior  Senator  from 
Nevada  if  I  have  correctly  repeated  what 
I  was  told  by  him. 

Mr.  BUNKER.  Mr.  President,  I  did 
not  hear  the  question  of  the  Senator. 

Mr.  CLARK  of  Missouri.  I  was  ad¬ 
vised  by  the  junior  Senator  from  Nevada 
yesterday  that  the  $200  rate  would  not 
put  the  slot  machines  in  the  State  of 
Nevada  out  of  business,  but  would  rather 
concentrate  them,  and  would  put  many 
individuals  out  of  business.  Is  that  cor¬ 
rect? 

Mr.  BUNKER.  If  my  colleague  will 
yield  in  order  that  I  may  answer  the 
Senator’s  question - 

The  PRESIDING  OFFICER.  Does  the 
senior  Senator  from  Nevada  yield  to  his 
colleague? 

Mr.  McCARRAN.  Yes;  I  yield. 

Mr.  BUNKER.  I  will  say  that  it  would 
put  about  50  percent  of  them  out  of 
business,  and  would  concentrate  them, 
but  would  not  overcome  the  practice  of 
playing  slot  machines. 

Mr.  CLARK  of  Missouri.  Then,  ac¬ 
cording  to  the  Senator  from  Nevada,  it 
does  not  carry  cut  my  original  purpose  in 
offering  the  amendment  imposing  the 
$1,000  tax,  of  putting  them  out  of  busi¬ 
ness;  but  it  would  put  them  out  of  busi¬ 
ness  in  Missouri.  It  would  put  them  out 
of  business  in  Ohio.  It  would  put  them 
out  of  business  in  the  great  majority  of 
the  States  where  slot  machines  have  been 
outlawed  by  law  as  being  a  very  vicious 
racket.  Therefore,  Mr.  President,  I  re¬ 
assert  that  the  criticisms  of  the  Senator 
from  South  Carolina  are  not  well  taken. 

Mr.  McCARRAN.  Mr.  President,  let 
us  clear  the  atmosphere  for  a  moment. 
I  think  I  have  the  floor. 
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The  Senator  from  Kentucky  [Mr. 
Barkley]  asked  me  to  yield  a  moment 
ago.  I  now  yield  to  him. 

Mr.  BARKLEY.  Mr.  President,  I 
wanted  to  call  attention  to  the  fact  that 
when  the  bill  came  from  the  House  it 
placed  a  straight  $25  tax  on  all  these 
various  machines.  They  have  been  de¬ 
fined  in  subsection  (b)  in  the  middle  of 
page  105;  and,  according  to  those  defi¬ 
nitions,  the  Senate  committee  attempted 
to  classify  the  tax;  but  it  is  difficult  to 
understand  from  the  definition  that 
there  is  really  very  little  difference  be¬ 
tween  the  two  categories  of  these  ma¬ 
chines. 

The  definition,  which  we  have  not 
changed  in  the  bill,  is  as  follows,  if  the 
Senator  will  allow  me  to  read  it: 

As  used  in  this  part,  the  term  "coin-cper- 
ated  amusement  and  gaming  devices”  means 
(1)  so-called  pin-ball  and  other  similar 
amusement  machines,  operated  by  means  of 
the  insertion  of  a  coin,  token,  or  similar  ob¬ 
ject,  and  (2)  so-called  slot  machines  which 
operate  by  means  of  insertion  of  a  coin,  token, 
or  similar  object  and  which,  by  application 
of  the  element  of  chance,  may  deliver,  or 
entitle  the  person  playing  or  operating  the 
machine  to  receive,  cash,  premiums,  mer¬ 
chandise,  or  tokens. 

I  am  not  very  familiar  with  the  use  of 
these  two  different  sorts  of  amusement  or 
gaming  devices,  but  I  understand  that 
even  in  the  first  category,  when  a  coin  is 
inserted,  the  person  inserting  it  is  sup¬ 
posed  to  get  something.  Is  that  true? 

Mr.  McCARRAN.  I  do  not  know  what 
the  first  category  is. 

Mr.  BARKLEY.  The  first  category  is 
so-called  pinball,  and  other  similar 
amusement  machines,  operated  by  means 
of  the  insertion  of  a  coin,  token,  or  simi¬ 
lar  object.  In  other  words,  it  is  neces¬ 
sary  to  put  a  coin  in  both  of  them  in 
order  to  operate  them. 

Mr.  McCARRAN.  That  is  correct. 

Mr.  CLARK  of  Missouri.  If  the  Sena¬ 
tor  will  take  the  trouble  to  read  the 
definition - 

Mr.  BARKLEY.  I  have  just  read  it. 

Mr.  CLARK  of  Missouri.  I  suggest 
that  the  Senator  read  it  again.  He  read 
it,  but  apparently  he  did  not  understand 
it. 

Mr.  BARKLEY.  I  will  yield  to  the  Sen¬ 
ator  from  Missouri,  the  expert  on  slot 
machines. 

Mr.  CLARK  of  Missouri.  The  Senator 
from  Nevada  has  the  floor. 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Nevada  yield  to  the  Senator 
from  Missouri? 

Mr.  McCARRAN.  If  the  Senator  from 
Missouri  is  an  expert  on  slot  machines, 
I  yield  for  his  explanation. 

Mr.  CLARK  of  Missouri.  The  defini¬ 
tion  is  perfectly  plain.  In  lines  5  and  6 
is  this  provision: 

(1)  $10  per  year  In  the  case  of  a  device 
defined  in  clause  (1)  of  subsection  (b); 

Subsection  (b)  reads  in  part: 

Definition:  As  used  in  this  part,  the  term 
"coin-operated  amusement  and  gaming  de¬ 
vices”  means  (1)  so-called  pin-ball  and 
other  similar  amusement  machines,  oper¬ 
ated  by  means  of  the  insertion  of  a  coin, 
token,  or  similar  object- 

Referring  now  to  line  17: 

(2)  so-called  slot  machines  which  oper¬ 
ate  by  means  of  insertion  of  a  coin,  token, 


or  similar  object  and  which,  by  application 
of  the  element  of  chance,  may  deliver,  or 
entitle  the  person  playing  or  operating  the 
machine  to  receive  cash,  premiums,  merchan¬ 
dise,  or  tokens. 

Mr.  President,  clause  2  of  subpara¬ 
graph  (b)  certainly  takes  out  from  the 
operation  of  clause  (1)  any  machine 
which  returns  any  sort  of  a  premium, 
and  that  was  the  intention  of  the 
amendment,  and  it  was  the  intention  of 
the  committee  in  adopting  it. 

Mr.  BARKLEY.  Mr.  President,  let  me 
ask  the  Senator  a  question. 

Mr.  CLARK  of  Missouri.  I  shall  be 
glad  to  answer,  if  the  Senator  from  Ne¬ 
vada  will  yield. 

Mr.  McCARRAN.  I  yield. 

Mr.  BARKLEY.  It  refers  to  “a  coin- 
operated  amusement  or  gaming  device,” 
and  under  clause  No.  1  it  is  still  neces¬ 
sary  to  put  in  a  coin  in  order  to  operate 
the  machine. 

Mr.  CLARK  of  Missouri.  There  is  no 
question  about  that. 

Mr.  BARKLEY.  What  does  one  get 
for  the  coin? 

Mr.  CLARK  of  Missouri.  He  does  not 
get  anything  except  the  pleasure  of  play¬ 
ing  the  game. 

Mr.  BARKLEY.  He  has  the  pleasure 
of  putting  the  coin  in  without  the  chance 
of  getting  anything  back? 

Mr.  CLARK  of  Missouri.  Yes. 

Mr.  BARKLEY.  Under  clause  No.  2 
there  is  a  chance  to  get  something  back. 
That  is  the  difference? 

Mr.  CLARK  of  Missouri.  That  is  the 
difference  between  any  sort  of  an  ordi¬ 
nary  amusement,  for  instance,  riding  on 
a  chute-the-chute  and  playing  the  rou¬ 
lette  wheel.  The  Senator  has  stated  the 
difference  just  as  well  as  it  could  be 
stated. 

Mr.  BARKLEY.  In  the  case  of  the 
roulette  wheel,  I  do  not  think  there  is  a 
chance  of  getting  anything  back. 

Mr.  CLARK  of  Missouri.  Nor  do  I, 
but  very  few  people  play  the  roulette 
wheel  without  the  hope  of  getting  some¬ 
thing  back.  The  Senator  from  Kentucky 
has  precisely  stated  the  difference  be¬ 
tween  amusement  and  gambling,  as  well 
as  it  could  possibly  be  stated  by  a  corps 
of  experts  after  months  of  testimony. 

Mr.  McCARRAN.  Mr.  President,  I 
think  the  colloquy  between  my  able  col¬ 
leagues  has  cleared  up  the  whole  situa¬ 
tion.  The  fact  of  the  matter  is  that  no 
one  is  ever  sure  of  getting  anything  back 
from  a  gambling  machine.  There  are 
some  honest  machines  which  tell  frankly 
that  one  will  not  get  anything  back,  ex¬ 
cept  the  chance  of  seeing  a  couple  of  balls 
roll  around,  or  a  couple  of  horses  race,  or 
something  of  the  kind.  There  are  others 
which  give  one  the  allurement  that  he 
may  get  something  back;  and  he  some¬ 
times  does.  That  is  true  of  mechanical 
gambling  all  the  time.  There  is  only  one 
honest  game  in  the  world,  and  that  is 
poker;  and  I  do  not  play  that.  The  Sen¬ 
ator  from  Missouri  is  an  expert  in  that,  I 
understand.  At  least,  I  hope  he  is. 
[Laughter.] 

Mr.  CLARK  of  Missouri.  If  the  Sena¬ 
tor  will  yield,  I  am  so  poor  a  poker  player 
that  I  doubt  that  I  have  played  the  game 
as  lately  as  has  the  Senator  from  Nevada. 
I  love  the  game,  but  I  am  very  unsuc¬ 
cessful  at  it,  and  I  retired  many  years  ago. 


Mr.  McCARRAN.  We  are  both  unsuc¬ 
cessful.  I  quit  it  some  time  ago. 

Let  us  go  back  to  the  fundamental 
principle  involved  here,  which  to  my 
mind  is  more  important,  based  on  the 
statement  of  the  able  Senator  from  Mis¬ 
souri,  than  the  colloquy  which  has  taken 
place,  and  which,  in  my  judgment,  was 
amplified  by  the  statement  of  the  able 
Senator  from  North  Carolina;  that  is, 
that  if  we  go  off  on  a  road  to  destroy 
something  by  taxation,  if  we  go  off  on 
one  road  of  destruction  in  that  way,  it 
will  be  but  a  short  time  before  we  will  go 
off  on  many  other  and  wider  roads,  and 
eventually  the  method  of  destruction  will 
be  taxation  altogether.  To  my  mind 
that  is  not  a  proper  course  to  pursue  in 
its  initial  stages. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  from  Nevada  yield? 

Mr.  McCARRAN.  I  yield. 

Mr.  CLARK  of  Missouri.  If  the  Sen¬ 
ator  is  under  any  misapprehension  that 
this  is  any  initial  departure,  what  does 
he  have  to  say  about  the  absolutely  pro¬ 
hibitive  tax  which  has  been  imposed  for 
many  years  on  narcotics  by  the  United 
States  Government,  narcotics  which  are 
forbidden  by  law,  but  on  which  a  very 
heavy  supertax  has  been  imposed?  What 
does  the  Senator  have  to  say  about  the 
tax  on  oleomargarine,  for  instance,  which 
was  deliberately  introduced  for  the  pur¬ 
pose  of  making  the  production  of  oleo¬ 
margarine  very  burdensome?  What  does 
he  say  about  the  many  other  such  taxes? 
There  is  no  departure.  The  Senator  may 
argue  as  much  as  he  pleases,  and  very 
profoundly,  about  the  wisdom  of  the  par¬ 
ticular  amendment,  but  he  certainly 
should  not  say  it  is  a  departure  from  the 
previous  tax  policy  of  the  Government. 

Mr.  McCARRAN.  In  my  judgment, 
regulation  is  one  thing  and  destruction  is 
another.  Regulation  reaches  the  point 
of  saturation  after  a  time,  and  destruc¬ 
tion  commences  where  regulation  leaves 
off.  That  may  be  true  as  to  some  of  the 
things  mentioned  by  the  able  Senator 
from  Missouri.  But,  regardless  of  that, 
it  seems  to  me  that  the  Senator  from 
Missouri  has  offered  the  greatest  argu¬ 
ment  in  favor  of  the  amendment  of  my 
colleague;  in  other  words,  he  has  said 
that  his  aim  and  object  was  to  destroy. 
It  might  be  that  some  of  us  were  entirely 
in  favor  of  destroying  certain  things,  but 
we  say  that  it  is  for  the  sovereign  States, 
as  for  instance  the  sovereign  State  of 
Missouri,  to  put  out  of  business  certain 
things  which  it  does  not  want  to  exist; 
it  is  for  the  sovereign  State  of  Nevada  to 
put  out  of  existence  certain  things  which 
it  does  not  want  to  exist.  But  if  the 
community  constituting  the  Common¬ 
wealth  sees  fit  to  regulate  those  things, 
it  should  have  the  right  to  regulate,  and 
I  shall  stand  here  as  long  as  I  have  breath 
in  favor  of  the  rights  of  the  sovereign 
States.  I  stated  at  the  beginning  that  I 
was  a  little  surprised  at  the  attitude  of 
the  able  Senator  from  Missouri,  because 
those  who  have  preceded  him,  bearing 
his  renowned  and  splendid  name,  have 
always  advocated  State  rights,  as  I  have 
advocated  them,  and  as  I  hope  we  may 
more  vehemently  advocate  them  in  the 
future. 

Several  Senators  addressed  the  Chair, 
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The  PRESIDING  OFFICER.  The 
Senator  from  Missouri  is  recognized. 

Mr.  BARKLEY.  Mr.  President,  will 
the  Senator  from  Missouri  yield  to  me  to 
ask  a  question  of  the  Senator  from  Ne¬ 
vada? 

Mr.  CLARK  of  Missouri.  I  yield. 

Mr.  BARKLEY.  I  should  like  to  get 
the  Senator’s  reaction  to  a  thought  which 
has  been  running  through  my  mind.  If 
this  is  a  tax  intended  to  destroy  the  oper¬ 
ation  of  these  machines,  and  if  we  may 
assume  that  all  the  other  47  States,  aside 
from  Nevada,  have  made  their  operation 
illegal,  does  the  amendment,  originated 
for  that  purpose,  assume  that  the  other 
47  States  either  have  not  sufficient  pen¬ 
alties  against  the  operation  of  the  ma¬ 
chines,  or  are  not  enforcing  the  laws 
which  they  have  enacted? 

In  that  connection — and  it  is  associ¬ 
ated  with  the  idea  suggested  by  the  Sena¬ 
tor  from  North  Carolina — is  it  within 
the  bounds  of  reasonable  propriety  in  a 
tax  bill  of  this  sort  for  us  to  attempt  to 
supplement  the  laws  of  the  States  which 
outlaw  these  things  by  putting  a  prohibi¬ 
tive  tax  on  them,  either  on  the  theory 
that  their  laws  are  not  sufficient  or  that 
the  enforcement  is  lax? 

Mr.  McCARRAN.  It  seems  to  me  that 
the  question  the  Senator  propounds,  if  I 
grasp  it,  answers  itself — that  the  Federal 
Government  should  not  attempt  to  en¬ 
force  the  local  laws  of  the  respective 
States. 

Mr.  EARKLEY.  It  has  been  running 
through  my  mind — and  I  say  this  as  a 
member  of  the  committee  which  adopted 
the  amendment — that  to  adopt  such  an 
amendment  merely  as  a  penalty  presup¬ 
poses  that  the  States  have  been  lax  in 
their  enforcement  or  that  their  laws  are 
not  sufficiently  rigid. 

Mr.  McCARRAN.  The  Senator  might 
go  further  and  say  that  Congress,  repre¬ 
senting  the  whole  sisterhood  of  States, 
does  not  approve  of  the  laws  of  a  par¬ 
ticular  State,  which  to  my  mind  would 
be  erroneous  to  begin  with. 

Mr.  BARKLEY.  I  did  not  want  to  de¬ 
tain  the  Senator  longer,  but  it  occurred 
to  me  that,  assuming  that  this  is  purely 
a  revenue  matter  is  one  thing,  assuming 
that  it  is  a  punitive  provision  is  another 
thing.  If  it  is  to  be  regarded  as  punitive 
simply  through  a  high  rate  which  will 
destroy,  it  seems  to  me  we  have  no  justi¬ 
fication  for  assuming  that  attitude  un¬ 
less  we  have  knowledge  that  the  States 
have  fallen  down  in  the  performance  of 
their  duty. 

Mr.  McCARRAN.  That  is  correct. 

Mr.  BARKLEY.  Either  in  the  enact¬ 
ment  of  the  laws  or  in  their  enforce¬ 
ment. 

Mr.  McCARRAN.  I  think  the  Senator 
from  Kentucky  analyzes  the  situation 
correctly. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  inasmuch  as  the  Senator  from  North 
Carolina  saw  fit  to  inject  half  his  speech 
into  the  bowels  of  my  remarks,  I  am  per¬ 
fectly  willing  for  him  to  continue  his 
speech,  if  it  can  be  understood  that  I 
have  not  been  recognized  a  second  time. 
In  other  words,  the  Senator  from.  North 
Carolina  interrupted  me  in  the  middle  of 
my  speech  and  made  half  his  speech,  and 
is  now  claiming  the  floor  for  recognition. 


I  should  be  glad  to  have  the  Senator  from 
North  Carolina  conclude  his  speech  if  it 
can  be  understood  that  I  can  be  recog¬ 
nized  at  the  conclusion  of  the  Senator’s 
speech. 

The  PRESIDING  OFFICER.  That  is  a 
matter  over  which  the  Chair  has  no 
control. 

Mr.  CLARK  of  Missouri.  I  merely 
wanted  to  give  notice  that  in  yielding  at 
this  time  I  am  not  undertaking  to  make 
my  second  speech  of  the  day 

The  PRESIDING  OFFICER.  The 
Chair  doubts  very  much  whether  any 
Senator  would  raise  such  a  point  of  order 
against  the  Senator  from  Missouri. 

Mr.  BAILEY.  I  thank  the  Senator  for 
his  gracious  courtesy,  and  deeply  regret 
that  the  force  of  my  remarks  reached  the 
wrong  part  of  his  anatomy.  I  had  in¬ 
tended  them  for  his  brains,  and  not  for 
his  bowels.  [Laughter.] 

Mr.  President,  I  am  not  concerned 
about  the  immediate  question;  I  am 
concerned  about  the  use  to  which  we  put 
the  taxing  power  which  is  vested  in  us. 
But  I  wish  to  make  a  distinction.  We 
can  impose  penalties  on  the  shipment 
and  transportation  of  articles  in  inter¬ 
state  commerce,  and  we  have  done  so, 
but  they  are  penalties,  and  are  not  taxes. 
We  tried  that  nut  under  the  farm  control 
bill.  The  first  bill  undertook  to  impose 
taxes.  The  more  recent  bill  imposed 
penalties,  and  very  decidedly  did  so.  The 
narcotics  act,  to  which  reference  has 
been  made,  is  a  criminal  act,  and  draws 
its  power  from  the  fact  that  narcotics 
are  imports  from  foreign  countries,  and 
from  the  further  fact  that  we  enacted 
criminal  laws  forbidding  their  adminis¬ 
tration  except  under  very  unusual  cir¬ 
cumstances  and  under  the  directions  of 
a  doctor. 

The  oleomargarine  tax  was  in  the  na¬ 
ture  of  a  penalty  upon  the  shipments  of 
oleomargarine  in  competition  with  but¬ 
ter  in  interstate  commerce. 

But  when  we  move  out  of  the  region  of 
penalties  under  our  plenary  powers 
under  the  interstate  commerce  clause, 
and  into  taxation  under  our  special  pow¬ 
ers  as  set  out  in  the  list  of  the  powers 
of  the  Congress  in  the  first  article  of  the 
Constitution - 

Mr.  SMITH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  BAILEY.  I  yield. 

Mr.  SMITH.  I  ask  the  Senator  if  the 
special  tax  on  oleomargarine  does  not 
apply  to  the  States  where  it  is  produced 
and  sold,  without  any  question  of  trans¬ 
portation  whatever? 

Mr.  BAILEY.  It  probably  does. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield? 

Mr.  BAILEY.  I  yield. 

Mr.  CLARK  of  Missouri.  Of  course, 
the  oleomargarine  tax  is  not  a  use  tax. 
The  proposal  in  the  House  bill,  and  the 
proposals  in  the  Senate  bill  are  for  a 
use  tax.  The  Senator  will  agree  to  that, 
will  he  not? 

Mr.  BAILEY.  Yes. 

Mr.  CLARK  of  Missouri.  Let  me  ask 
the  Senator  another  question.  Where 
does  the  Senator  say  that  the  power  to 
tax  ends?  Does  it  end  at  $50  or  $60  or 
$70?  There  was  a  tax  of  $25  in  the  House 
bill.  The  Senator  says  we  have  no  con¬ 
stitutional  power  to  levy  a  $200  tax. 


Does  the  Senator  say  that  a  tax  of  $60 
would  be  good,  or  a  tax  of  $70  or  $150 
or  $160  or  $170  or  $179.50?  Where  does 
the  Senator  stop? 

Mr.  BAILEY.  Mr.  President,  the 
power  ends  when  the  object  of  the  taxing 
act  ceases  to  be  revenue  and  becomes  pro¬ 
hibition,  when  it  ceases  to  be  exercised 
in  support  of  the  Government  and  be¬ 
comes  the  means  of  exercising  the  police 
power. 

Mr.  CLARK  of  Missouri.  How  does  the 
Senator  determine  that  point?  The 
junior  Senator  from  Nevada  [Mr. 
Bunker]  says  that  $200  is  not  prohibitive 
in  Nevada. 

Mr.  BAILEY.  Mr.  President,  I  will  not 
debate  that  question.  I  do  not  know 
about  it.  But  I  know  what  the  Senator 
said,  and  I  was  very  careful  not  to  rise 
until  my  distinguished  friend  reached 
the  point  where  he  was  saying  that  it  was 
prohibitive,  and  its  intention  was  to  be 
prohibitive.  I  took  great  pains  not  to 
rise  until  that  point  was  reached. 

Mr.  CLARK  of  Missouri.  That  was  my 
intention,  but  I  will  say  that  my  inten¬ 
tion  was  not  carried  cut  in  the  provision 
reported  to  the  Senate  by  the  Finance 
Committee. 

Mr.  BAILEY.  Now  to  proceed  with  the 
argument,  this  is  why  I  am  concerned: 
If  we  do  not  use  the  taxing  power  strictly 
for  the  purposes  for  which  it  was  vested 
in  us,  the  raising  of  revenue  to  support 
the  Government,  we  will  open  a  thousand 
doors  through  which  every  enemy  of  the 
Republic  will  march  without  challenge. 

I  shall  not  go  through  the  long  list,  but 
I  will  mention  one,  and  I  do  not  think 
anyone  who  hears  me  today  will  ever 
forget  it.  If  Congress  uses  the  taxing 
power  for  other  purposes  than  revenue,  I 
will  establish  communism  in  the  United 
States  whenever  the  people  care  to  have 
it,  without  a  change  in  the  Constitution, 
without  a  decision  by  the  Supreme  Court, 
and  only  by  the  action  of  the  Congress 
of  the  United  States. 

How  would  I  do  that?  It  would  be 
very  simple.  When  the  revenue  act 
should  come  over  from  the  House  I 
would  introduce  an  amendment  provid¬ 
ing  that  all  of  any  man’s  income  in 
excess  of  the  average  income  should  be 
taken  and  placed  in  the  Treasury,  and 
that  it  should  be  distributed  in  the  form 
of  pensions  or  by  the  W.  P.  A.,  or  by 
way  of  benefits  or  what  not,  and  I  would 
have  then  a  community  of  income  in  the 
United  States.  All  incomes  would  be 
equal,  and  the  ownership  of  property 
would  be  of  no  significance  whatsoever. 
That  is  just  where  we  get  when  we 
depart  from  the  very  wise  limitations 
imposed  upon  us  in  the  matter  of  taxa¬ 
tion. 

Mr.  President,  I  have  thought  that 
there  were  those  in  the  United  States 
who  were  disregarding  these  limitations 
deliberately  with  a  view  to  accomplish¬ 
ing  the  end  which  I  have  described,  and 
that  there  were  millions  of  others  who 
were  innocently  following  them. 

Now,  what  is  wrong  with  that?  If  you 
want  to  open  the  doors  in  this  country 
to  the  averaging  of  incomes  and  the 
establishing  of  a  community  of  income — 
and  that  would  mean  community  of 
property — then  strike  down  the  barriers 
which  heretofore  have  arrested  that 
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process,  have  your  elections,  give  way  to 
your  agitation  in  this  country,  and  in¬ 
vite  the  have-nots  to  raid  the  haves,  and 
I  will  give  you  your  communism. 

Mr.  President,  I  am  not  a  friend  of  the 
“reds.”  They  are  more  numerous  than 
I  could  wish,  and  they  are  in  higher  and 
holier  places  than  I  could  wish,  but  I 
am  not  a  friend  of  them.  When  the 
“red”  tells  me  what  he  is  driving  at  I 
am  not  afraid.  When  the  infernal  bac¬ 
teria  of  communism  are  brought  forth  in 
the  Senate — innocently,  of  course — and 
when  we  undertake  to  inoculate  this 
body  and  our  tax  bill  with  the  germs 
which  inevitably  would  produce  the 
communistic  disease,  then  I  do  fear.  We 
open  the  door;  we  destroy  the  great  bar¬ 
rier  between  us  and  the  Communists; 
and  we  assert  the  right  of  the  Congress 
to  strike  down  the  Republic  and  create 
a  soviet. 

It  may  seem  that  I  am  speaking  the 
language  of  exaggeration.  I  begin  with 
a  very  small  matter,  but  that  very  small 
matter,  the  abuse  of  the  taxing  power, 
is  the  little  rift  in  the  lute  which  by  and 
by  makes  all  the  music  mute.  If  we  set 
this  thing  going  today,  tomorrow  some 
other  man  will  wish  to  correct  some 
other  evil,  and  the  cause  will  be  very 
worthy.  We  shall  say,  “Why  not?”  The 
next  day  some  other  man  will  say,  “The 
taxing  power  is  a  great  power,  and  there 
are  many  poor  people  in  our  land.  Why 
not  use  the  taxing  power  to  equalize?” 
It  will  be  said,  “Here  are  men  who  are 
rich.  We  do  not  like  so  many  men  in 
this  country  to  be  rich  when  so  many 
are  very  poor.  Let  us  use  the  taxing 
power.” 

We  shall  not  be  raising  revenue.  We 
shall  be  equalizing  income  and  proposing 
a  glorious  equality  in  America.  We  shall 
say,  “We  do  not  intend  that  one  man 
shall  have  more  power  than  another. 
We  do  not  intend  that  one  man  shall 
have  a  better  chance  than  another.  We 
do  not  intend  that  one  man  shall  have 
more  money  than  another,  because 
money  is  power,  and  this  is  the  land  of 
opportunity,  of  equality  of  opportunity, 
and  equality  under  the  law.” 

We  would  not  be  raising  the  red  flag  of 
communism.  We  would  be  raising  the 
white  flag  of  equality.  We  would  be 
raising  the  black  flag  of  destruction 
of  the  Constitution.  Under  those  two 
flags  the  Communist  would  be  invited 
to  come  in  at  will  with  his  red  flag. 

Mr.  President,  we  have  much  to  go 
through  with  in  the  days  ahead  of  us — 
much  more,  I  imagine,  than  most  of  us 
dream.  I  do  not  think  that  the  days  of 
great  hardship  are  distant.  We  shall 
face  very  great  taxes — taxes  of  $13,000,- 
000,000  annually.  We  shall  face  direct 
taxes,  indirect  taxes,  capital  levies,  man¬ 
ufacturer’s  sales  taxes,  and  retail  sales 
taxes.  They  will  be  followed  by  priorities, 
quotas,  cards,  and  allowances.  They  will 
be  followed  by  price  fixing.  All  those 
things  will  be  followed  by  a  total  effort, 
a  total  sacrifice,  and,  unless  we  are  very 
fortunate,  total  war.  After  that  there 
will  be  the  aftermath  of  a  country  that 
once  was  rich  and  happy — I  hope  vic¬ 
torious,  but,  at  any  rate,  in  deep  distress 
and  overwhelmed  by  poverty.  Agricul¬ 
ture  will  be  disrupted,  labor  misled  and 
disrupted,  industry  prostrated  and  dis¬ 


rupted,  with  all  the  concomitants  not 
only  of  unrest  but  of  upheaval  and  revo¬ 
lution. 

That  is  a  bad  picture,  but  it  is  well 
within  the  prospects.  Where  is  our  hope 
in  view  of  the  prospects?  My  hope  is  in 
the  Constitution  and  the  Bill  of  Rights. 

Mr.  SMITH.  They  are  obsolete. 

Mr.  BAILEY.  If  they  are  obsolete,  so 
is  hope. 

Mr.  SMITH.  I  know  that. 

Mr.  BAILEY.  The  Bill  of  Rights  is 
not  obsolete.  The  millions  who  never 
read  it  on  the  printed  page  have  it  writ¬ 
ten  upon  their  hearts.  Trample  upon 
their  rights  and  you  will  find  that  the 
Bill  of  Rights  is  written  in  blood.  It 
cannot  be  erased. 

As  to  the  Constitution,  the  Supreme 
Court  has  transferred  the  keeping  of  the 
Constitution  to  the  Congress.  I  say  it 
respectfully.  I  do  not  say  it  by  way  of 
complaint.  The  Supreme  Court  has 
practically  said  that  we  are  the  judges  of 
our  constitutional  powers,  and  that  the 
Court  will  not  interfere.  It  has  great  re¬ 
spect  for  us,  and  great  trust  in  us.  We 
might  as  well  have  the  Constitution  in 
the  keeping  of  a  good  Congress  as  in 
that  of  the  present  Supreme  Court. 

Mr.  SMITH.  The  Senator  is  correct. 
I  do  not  object. 

Mr.  BAILEY.  My  concern  is  in  the 
light  of  what  is  today;  in  the  light  of 
the  events  swiftly  coming  down  upon 
us — priorities,  price  fixing,  regimenta¬ 
tion,  quotas,  and  totalitarian  efforts,  to 
be  followed  by  victory  plus  impoverish¬ 
ment,  at  best;  by  disruption,  depression, 
and  a  long  struggle  to  recover,  at  best. 

There  are  good  Christians  in  our  land 
who  in  those  circumstances  will  fall  upon 
their  knees  and  pray  to  the  God  of  na¬ 
tions.  Well  they  may.  I  would  not 
deter  them.  But  we  must  do  more  than 
that.  We  must  preserve  the  covenant 
of  the  Constitution,  the  covenant  be¬ 
tween  the  people  and  the  Government 
which  they  created,  the  covenant  which 
the  people  established  to  protect  them¬ 
selves  against  the  Government,  which 
they  intended  should  serve  them  and 
not  destroy  them. 

I  have  often  taken  the  oath  to  support, 
maintain,  and  defend  the  Constitution. 
I  took  it  when  I  first  voted,  and  I  meant 
it.  I  took  it  twice  yonder  at  the  desk, 
and  quite  solemnly.  But  it  seems  to  me 
that  the  one  thing  we  have  left  now 
that  is  cur  own,  that  is  within  our  keep¬ 
ing,  that  can  and  will  save  us,  that  can 
and  will  preserve  this  great  Republic, 
that  can  preserve  to  us  and  our  posterity 
the  blessings  of  liberty,  is  the  Constitu¬ 
tion,  reposed  at  last  by  the  highest  court 
in  our  care  and  keeping.  May  God 
help  us. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  hope  I  may  be  pardoned  by  the 
Senate  if  at  this  late  hour  I  return  to 
the  proposition  before  the  Senate,  which 
is  the  amendment  of  the  junior  Senator 
from  Nevada  [Mr.  Bunker],  and  attempt 
as  best  I  can  to  resume  the  thread  of  my 
remarks  as  I  was  proceeding  some  hour 
and  a  half  ago  when  I  was  interrupted 
by  the  first  half  of  the  noble  oration  of 
the  Senator  from  North  Carolina.  Of 
course,  I  realize  that  it  is  always  a  very 
opprobrious  task  to  return  to  the  business 


before  the  Senate;  but,  so  far  as  I  can  do 
so,  I  desire  to  do  that. 

Mr.  President,  let  me  say  first  with  ref¬ 
erence  to  the  noble  speech  of  the  Senator 
from  North  Ca.olina,  for  whom  I  have 
great  admiration  and  to  whom  I  always 
listen  with  great  pleasure  and  agreement, 
that  I  would  be  the  last  to  disagree  with 
him  in  his  condemnation  of  communism. 
I  agree  with  him  1,000  percent  in  his 
condemnation  of  communism.  Let  me 
say,  though,  Mr.  President,  that  I  was  not 
one  of  those  in  this  body  who  voted  for 
legislation  which  made  possible  the  pres¬ 
ent  alliance  of  the  United  States  with 
Communist  Russia  which  has  been  au¬ 
thorized  by  the  Lease-Lend  Act.  I  was 
one  of  those  who  voted  against  any  pos¬ 
sible  alliance  with  Communist  Russia  be¬ 
cause  I  realized,  in  spite  of  repeated  de¬ 
nials  in  the  Foreign  Relations  Com¬ 
mittee,  that  that  law  was  broad  enough 
tc  authorize  the  substantial  alliance  with 
“Bloody  Joe”  Stalin  and  the  rest  of  the 
Communists  in  the  world. 

Mr.  McCARRAN.  Mr.  President,  I 
wonder  if  the  Senator  will  yield  to  me  at 
that  point  in  order  that  I  may  propound 
a  question. 

Mr.  CLARK  of  Missouri.  I  am  glad  to 
yield  to  the  Senator  from  Nevada  at  any 
time. 

Mr.  McCARRAN.  Does  the  Senator 
from  Missouri  distinguish  between  a 
beautiful  speech  and  a  vote  which  would 
put  us  into  alliance  with  one  of  the  most 
bloody  tyrants  the  world  has  ever  known? 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  that  is  exactly  what  I  was  trying  to 
express;  that  to  my  mind,  as  was  repeat¬ 
edly  charged  in  the  Foreign  Relations 
Committee,  the  lease-lend  bill  was  broad 
enough  to  authorize  an  alliance  with 
Bloody  Joe  Stalin  and  the  Communist 
murderers;  and  that  alliance,  which  was 
bitterly  denied  at  that  time  in  the  Foreign 
Relations  Committee,  and  was  bitterly 
denied  later  on  the  floor,  has  subsequent¬ 
ly  been  made.  Yes;  I  draw  the  distinc¬ 
tion  which  the  Senator  has  mentioned. 

But,  Mr.  President,  I  desire  to  return 
very  briefly  to  the  discussion  of  this  par¬ 
ticular  amendment.  As  I  was  explaining 
in  the  previous  portion  of  my  remarks, 
this  matter  is  presented  to  the  Senate 
not  as  an  original  proposition  for  a  pro¬ 
hibitive  tax  or  for  any  other  sort  of  tax, 
but  as  a  proposal  from  the  House  of  Rep¬ 
resentatives  reading  as  follows: 

Every  person  who  maintains  for  use  or  per¬ 
mits  the  use  of,  on  any  place  or  premises 
occupied  by  him,  a  coin-operated  amusement 
or  gaming  device  shall  pay  a  special  tax  of 
$25  per  year  in  respect  of  such  device,  and 
shall  pay  an  additional  special  tax  of  $25 
per  year  for  each  additional  such  device  so 
maintained  or  the  use  of  which  is  so  per¬ 
mitted. 

Mr.  President,  there  was  not  any  dis¬ 
pute  in  the  House  committee  or  in  the 
House  or  in  the  Finance  Committee  of 
the  Senate  as  to  what  that  definition  in¬ 
cluded.  It  included  everything,  every 
sort  of  a  device  into  the  slot  of  which  a 
man  puts  a  nickel,  except  vending  de¬ 
vices.  It  included  every  sort  of  device 
with  which  a  boy  or  a  man  or  a  woman 
plays  a  pinball  game  to  see  how  high  a 
score  he  can  run  up,  without  any  hope 
whatever  of  recompense  of  any  sort  ex¬ 
cept  to  see  what  luck  he  can  have  in 
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being  skillful.  It  also  includes  the  vi¬ 
cious  racketeering  devices  known  as  the 
“one-armed  bandits/’  these  things  with 
the  lemons  and  the  prunes,  and  the  sort 
of  devices  which  hold  out  the  hope  of 
getting  a  return  in  the  way  of  money. 

Mr.  President,  it  seems  to  me  abso¬ 
lutely  immoral  to  classify  these  various 
devices  in  the  same  category.  In  the 
one  case,  a  boy  or  a  girl  or  a  man  or  a 
woman  puts  his  nickel  in  the  slot  for  the 
sole  purpose  of  trying  his  own  personal 
skill,  without  any  hope  of  recompense. 
Such  a  device  has  no  particular  attrac¬ 
tion  to  anyone  who  is  not  able  to  put  a 
nickel  in  the  slot.  On  the  other  hand,  it 
is  known  all  over  the  United  States,  ex¬ 
cept  in  possibly  two  or  three  States,  that 
gambling  slot  machines  are  something 
that  it  is  impossible  to  beat.  They  have 
a  peculiar  attraction  for  children.  A  few 
years  ago  from  an  investigation  con¬ 
ducted  in  Kansas  City,  Mo.,  it  was  found 
that  children  sent  to  market  by  the  poor¬ 
est  classes  of  citizens  would  spend  their 
money  in  the  slot  machines  instead  of 
bringing  home  the  groceries  they  were 
supposed  to  bring  home. 

A  few  days  ago  in  the  city  of  St.  Louis, 
where  I  live,  and  which,  as  I  believe, 
has  as  honest  a  police  department  as  any 
other  city  in  the  country,  in  one  particu¬ 
lar  case  on  3  successive  days  the  police 
made  raids  on  a  drug  store  located  in  one 
of  the  leading  hotels  in  the  city,  arrested 
the  clerk  on  duty,  took  away  the  slot  ma¬ 
chine,  and  the  next  day  went  back  and 
found  another  clerk  on  duty  and  another 
slot  machine  operating. 

I  have  before  me  a  newspaper  account 
from  an  Akron  paper  recounting  a 
grand-jury  investigation  in  Franklin 
County  of  conditions  in  Columbus,  Ohio, 
in  which  it  is  said  that  it  has  been  abso¬ 
lutely  impossible  for  the  local  authorities 
to  break  up  this  vicious  racket. 

Mr.  President,  it  seems  to  me  it  would 
be  absolutely  immoral  to  levy  a  revenue 
tax  on  such  an  absolutely  immoral  prop¬ 
osition  as  this  gambling  slot-machine 
racket.  I  do  not  think  the  Government 
of  the  United  States  would  be  justified 
under  any  conditions  in  levying  a  revenue 
tax  on  an  admittedly  immoral  racket. 

The  senior  Senator  from  Nevada  [Mr. 
McCarran]  a  while  ago  said  that  I  was 
reflecting  on  the  State  of  Nevada  when 
I  said  that  to  levy  a  revenue  tax  on 
these  one-armed  bandits  was  equivalent 
to  levying  a  revenue  tax  on  prostitution. 
He  said  I  was  insulting  the  State  of 
Nevada.  I  deny  any  application  of  that 
remark  to  any  one  State.  I  say  it  would 
be  absolutely  equivalent  to  levying  a  reve¬ 
nue  tax  on  prostitution,  or  on  the  opium 
racket,  or  on  any  other  racket,  and  I  do 
not  apply  the  statement  to  any  one  State. 
I  apply  it  to  every  State,  and  I  say  it 
would  be  absolutely  immoral  for  the  Fed¬ 
eral  Government  of  the  United  States  to 
levy  such  a  revenue  tax. 

Mr.  President,  I  suggest  the  absence  of 
a  quorum. 

The  VICE  PRESIDENT.  The  clerk 
will  call  the  roll. 

Tire  legislative  clerk  called  the  roll,  and 
the  following  Senators  answered  to  their 
names: 

Adams  Austin  Barbour 

Aiken  Bailey  Barkley 

Andrews  Bankhead  Bilbo 


Brewster 

Guffey 

Overton 

Bridges 

Hatch 

Peace 

Brooks 

Hayden 

Badcliffe 

Bulow 

Herring 

Rosier 

Bunker 

Hill 

Russell 

Burton 

Holman 

Schwartz 

Butler 

Hughes 

Smathers 

Byrd 

Johnson,  Colo. 

Smith 

Capper 

Kilgore 

Spencer 

Caraway 

La  Follette 

Talt 

Clark,  Idaho 

Langer 

Thomas,  Idaho 

Clark,  Mo. 

Lee 

Thomas,  Utah 

Connaily 

Lucas 

Tobey 

Danaher 

McCarran 

Tunnell 

Davis 

McFarland 

Tydings 

Downey 

McNary 

Vandenberg 

Eastland 

Maloney 

Van  Nuys 

Ellender 

Murray 

Walsh 

George 

Nye 

Wiley 

Gerry 

O’Daniel 

Green 

O'Mahoney 

The  VICE  PRESIDENT. 

Seventy  Sen- 

ators  have  answered  to  their  names.  A 
quorum  is  present.  The  question  is  on 
the  amendment  of  the  junior  Senator 
from  Nevada  [Mr.  Bunker]  to  the  com¬ 
mittee  amendment. 

Mr.  BAILEY.  Mr.  President,  I  wish 
to  say  just  a  few  words  in  response  to  the 
suggestion  that  since  I  voted  for  the  lease- 
lend  bill  I  am  estopped  to  defend  the 
Constitution. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent — 

Mr.  BAILEY.  I  yield. 

Mr.  CLARK  of  Missouri.  The  Senator 
need  not  shake  his  gory  locks  at  me;  I 
did  not  say  that;  but  I  did  say  the  Sena¬ 
tor  was  estopped  to  denounce  the  Com¬ 
munists  because  he  voted  to  authorize 
the  alliance  with  the  Communists  which 
has  taken  place. 

Mr.  BAILEY.  I  will  take  the  Senator’s 
words  that  I  am  estopped  to  denounce 
what  he  says  is  our  alliance  with  the 
communistic  government  of  Russia.  I 
wish  to  make  myself  clear  about  that. 
I  am  willing  for  the  Russians,  according 
to  the  Declaration  of  Independence,  to 
have  such  a  government  as  they  wish  to 
have;  I  am  willing  for  the  Germans,  fol¬ 
lowing  the  injunction  in  our  Declaration 
of  Independence,  to  have  any  sort  of  gov¬ 
ernment  they  wish  to  have,  and  I  am  de¬ 
termined  to  do  my  part  to  see  to  it  that, 
notwithstanding  the  character  of  gov¬ 
ernment  that  exists  in  other  lands,  the 
character  of  this  Government  as  a  Re¬ 
public  shall  be  preserved.  I  do  not  see 
anything  in  the  nature  of  an  estoppel,  I 
do  not  see  anything  that  tends  remotely 
to  impair  the  force  of  my  argument  in 
that  I  freely  confess  my  sympathies  now 
are  with  Russia  in  her  struggle  against 
the  Nazis.  I  hope  she  holds  out;  I  hope 
she  holds  out  until  the  rains  come;  I  hope 
she  holds  out  until  the  mud  becomes  so 
deep  that  the  Germans  will  not  be  able  to 
move;  I  hope  she  holds  out  until  the 
thermometer  goes  down  to  50  degrees  be¬ 
low  zero. 

I  regard  ourselves  in  the  matter  as 
involved  not  with  the  threat  of  Russia 
at  the  moment  or  the  threat  of  com¬ 
munism  coming  from  Russia  at  the  mo¬ 
ment,  but  as  threatened  by  the  revolu¬ 
tion  of  nihilism  put  forward  and  led  by 
Hitler  and  the  Nazi  Party,  and  I  con¬ 
sider  it  to  the  welfare  of  humanity,  to 
the  welfare  of  every  other  nation  and  to 
the  welfare  of  the  United  States,  at  any 
cost,  that  Hitler  and  his  unspeakable 
regime  shall  be  crushed  and  destroyed. 
If,  in  the  province  of  God,  Plitler  has 
made  the  blunder  of  attacking  the  Rus¬ 


sians,  if,  by  the  grace  of  God,  the  Rus¬ 
sians  shall  be  enabled  to  turn  upon  him 
and  destroy  him,  and  if,  by  the  help  of 
this  country,  we  may  enable  the  Russians 
to  destroy  him,  I  am  entirely  willing. 
That  does  not  commit  me  to  communism 
but  it  does  commit  me  to  the  destruction 
of  the  man  and  the  party  and  the  peo¬ 
ple  who  have  deliberately  set  out  to  rule 
this  world  and  to  destroy  our  civilization. 

Mr.  McCARRAN.  Will  the  Senator 
yield  at  that  point  for  a  question? 

Mr.  BAILEY.  Yes. 

Mr.  McCARRAN.  In  the  same  train 
of  thought,  would  the  Senator  kindly 
state  what  he  thinks  of  that  government 
which  for  25  years  has  set  out  to  destroy 
this  form  of  government  and  has  sent 
its  emissaries  into  this  country  for  the 
purpose  of  destroying  this  form  of 
government? 

Mr.  BAILEY.  I  think  the  Senator  is 
exactly  right.  I  think  the  Third  In¬ 
ternationale,  the  Rusian  regime,  has  un¬ 
dertaken  to  spread  communism  through¬ 
out  the  world.  I  make  no  defense  of 
that;  but  I  am  saying  now  that  what  my 
country  has  to  do  is  to  meet  the  major 
threat,  to  meet  the  supreme  danger,  and 
if,  by  such  feeble  aid  as  we  may  send  to 
the  Russian  soldier  and  to  the  Russian 
Government,  we  may  bring  about  an  end 
of  Hitler  and  his  Nazis,  we  may  well  pay 
the  price  of  being  charged  with  aiding 
our  communistic  enemies.  We  can  deal 
with  them  when  the  time  comes;  but 
what  this  country  has  now  to  do  and 
what  the  whole  world  has  now  to  do  is 
to  arrest  the  progress  of  Adolf  Hitler 
and  all  the  destructive  forces  which  he 
has  summoned  to  his  aid. 

Mr.  McCARRAN.  Mr.  President - 

Mr.  BAILEY.  I  will  yield  in  a  mo¬ 
ment. 

My  question  is,  What  shall  my  country 
do  to  arrest  the  progress  of  the  superior 
menace?  I  am  no  friend  of  the  devil; 
but  if  I  could  turn  Satan  loose  upon  Hit¬ 
ler  I  would  do  it;  and  yet  you  impute 
that  to  me  as  espousing  hell.  Oh,  no;  I 
am  dealing  with  the  situation  as  it  is,  and 
according  to  its  necessities. 

I  cannot  say  how  events  will  fall;  but 
if,  in  this  situation,  events  shall  so  fall 
out  that  we,  by  aid  to  any  nation,  may 
destroy  Hitler,  it  is  our  duty  to  ourselves 
to  do  so ;  and  I  said  no  less  in  advocating 
the  lease-lend  bill. 

Mr.  LEE.  Mr.  President,  will  the  Sen¬ 
ator  yield  at  that  point? 

Mr.  BAILEY.  Certainly. 

Mr.  LEE.  The  Senator  said  he  would 
turn  Satan  loose  on  Hitler  if  he  could. 
He  would  even  furnish  him  a  little  brim¬ 
stone,  would  he  not,  if  he  was  sure  Satan 
would  use  it  on  Plitler? 

Mr.  BAILEY.  Well,  if  I  could  borrow 
some  from  the  Senator  from  Oklahoma, 
I  would  do  it.  [Laughter.] 

Mr.  CLARK  of  Missouri.  The  Senator 
could  do  it  under  the  lease-lend  bill. 

Mr.  BAILEY.  If  I  could  get  some 
brimstone  from  any  source  to  arrest  that 
threat  I  would  do  so,  and  I  would  not 
consider  myself  as  having  compromised 
my  country. 

We  can  help  the  Chinese  fight  the  Japs 
without  becoming  Chinese.  We  do  not 
endorse  their  country.  We  do  not  en¬ 
dorse  their  doings.  We  can  help  the  Brit- 
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ish  as  they  fight  Hitler.  We  do  not 
thereby  approve  the  British  form  of  gov¬ 
ernment  or  the  British  system.  All  we 
do  is  to  act  as  prudent  men  who  desire 
to  preserve  the  peace  cf  our  homes  and 
the  prosperity  cf  our  land,  and  to  aid 
where  aid  will  arrest  the  most  dangerous 
and  the  most  threatening  enemies. 

If  I  had  time  I  could  go  into  that 
threat.  Russia  is  not  now  trying  to 
capture  the  seas.  Russia  is  not  now 
threatening  the  existence  cf  the  British 
Empire  and  the  British  fleet.  Russia 
may  have  some  emissaries  over  here  now, 
but  they  are  not  half  so  dangerous  as 
the  victims  of  modern  reform. 

The  thing  that  comes  home  to  me  is 
just  this:  We  should  like  to  avoid  the 
ordeal  of  war.  We  should  like  to  pre¬ 
serve  the  freedom  of  the  seas.  We  should 
like  to  see  peace  once  more  in  the  world. 
Desiring  those  three  objectives,  I  rejoice 
with  a  great  joy  that  the  Russians  for 
10  long  weeks  have  arrested  the  German 
progress;  and  I  hope  and  pray  to  God 
that  they  will  be  able  not  only  to  arrest 
that  progress  for  10  weeks  more,  but  to 
bring  about  the  disintegration  of  Hitler 
and  ali  his  works  in  the  long  winter  that 
lies  ahead. 

I  make  my  confession:  I  read  the 
newspapers  every  day,  and  as  I  read 
them  I  am  disappointed  when  I  see  the 
Russians  losing,  and  I  am  encouraged 
when  I  see  the  Germans  retreating.  If 
that  be  treason,  if  that  be  crime,  if  that 
be  communism,  make  the  most  of  it.  I 
see  no  difficulty;  and  I  shall  continue 
on  this  floor  to  protest  in  behalf  of  the 
Republic  and  the  Constitution,  notwith¬ 
standing  efforts  to  tar  me  with  the  red 
stick  simply  because,  making  a  choice 
between  Hitler  and  Stalin,  I  wish  Stalin 
well — so  well  that  I  hope  he  destroys 
the  German  Army,  and  brings  an  end 
to  the  unspeakable  and  damnable  ma¬ 
chine  that  threatens  all  that  is  good  and 
all  that  is  beautiful  and  all  that  is  hope¬ 
ful  in  the  civilization  which  we  have  been 
building  now  for  a  thousand  years. 

So,  Mr.  President,  that  is  my  apology. 
I  am  not  ashamed;  I  am  not  compro¬ 
mised;  but  if  anyone  chooses  to  think 
I  am,  so  be  it. 

Mr.  McCARRAN.  Mr.  President,  1 
am  impressed  with  the  last  remarks  of 
the  able  Senator  from  North  Carolina, 
and  I  wish  to  impress  him  with  a  further 
statement.  I  wish  he  might  have  said, 
“I  am  for  America  first.” 

Mr.  HATCH.  Mr.  President - 

Mr.  McCARRAN.  If  the  Senator  from 
North  Carolina  will  now  rise  and  make 
that  statement,  I  shall  be  very  happy. 

Mr.  BAILEY.  Mr.  President,  will  the 
Senator  yield  to  me  for  a  moment? 

Mr.  McCARRAN.  Yes;  I  yield. 

Mr.  BAILEY.  That  is  why  I  hope  the 
Russians  destroy  the  Germans.  I  am 
for  America  first. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  McCARRAN.  I  am  not  yielding  to 
the  Senator  from  New  Mexico  right  now. 

Mr.  President,  after  all  is  said  and  done, 
it  remains  a  question  of  whether  we  shall 
encourage  within  this  country  those  who 
for  23  years  have  avowedly  come  here  for 
the  purpose  of  destroying  this  country,  or 
whether  we  shall  stand  for  this  country 
against  that  movement. 


I  made  the  remark  which  probably 
provoked  the  last  very  able  statement  of 
the  Senator  from  North  Carolina.  I 
drew  a  distinction  between  his  able  re¬ 
marks  and  his  vote.  His  vote  was  for 
the  lend-lease  bill;  and  it  is  now  declared 
by  the  leader  of  this  Government  that 
we  will  lend  and  lease  and  give  all  aid  to 
the  nation  that  has  sent  its  emissaries 
into  this  country  during  the  past  23  years 
for  the  destruction  of  this  Government. 

Are  we  going  to  go  forward  with  that 
policy?  If  we  go  forward  with  that  pol¬ 
icy,  then,  of  course,  we  may  listen  to 
beautiful  speeches  which  will  sound  well 
in  North  Carolina,  which  will  sound  well 
anywhere,  but  which  will  not  bring  about 
results.  If  we  are  going  to  protect  Amer¬ 
ica,  let  us  protect  America  by  defending 
America  here  at  home.  Let  us  remain 
entirely  aloof  from  foreign  alliances. 
Let  us  keep  away  from  Russia;  let  us 
keep  away  from  Hitler;  let  us  keep  away 
from  everything  which  would  have  torn 
down  in  the  last  20  years  the  splendid 
achievements  of  the  founders  of  this 
Government. 

Mr.  President,  a  majority  voted  for  the 
lease-lend  bill,  but  I  do  not  believe,  I 
never  will  believe,  that  those  who  voted 
for  the  lease-lend  bill  would  have  voted 
for  it  if  they  had  known  that  it  was  to 
bring  about  a  communistic  form  of  gov¬ 
ernment  in  this  country.  I  wonder  if 
there  is  anyone  on  the  floor  of  the  Senate 
who  will  deny  that  statement?  If  there 
is,  I  want  him  to  rise  now  and  deny  what 
I  have  just  stated.  If  there  is  anyone  on 
the  floor  of  the  Senate  who  will  say  that 
when  he  voted  for  the  lend-lease  bill  he 
voted  to  bring  about  a  communistic  form 
of  government  in  this  country,  let  him 
say  so  now. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent — 

The  PRESIDING  OFFICER  (Mr. 
Smathers  in  the  chair) .  Does  the  Sena¬ 
tor  from  Nevada  yield  to  the  Senator 
from  Missouri? 

Mr.  McCARRAN.  I  yield. 

Mr.  CLARK  of  Missouri.  I  should  like 
to  recall  to  the  Senator’s  memory  the  fact 
which  I  stated  a  moment  ago,  that  not 
only  was  the  charge  made  that  the  lease- 
lend  bill  would  authorize  an  alliance  with 
Soviet  Russia  in  the  Committee  on  For¬ 
eign  Relations  and  on  this  floor,  but  it  was 
vehemently  denied  by  the  sponsors  of  the 
measure,  both  in  the  Committee  on  For¬ 
eign  Relations  and  on  the  floor  of  the 
Senate. 

Mr.  McCARRAN.  I  know  that.  I 
know  it  was  denied  by  the  able  leader 
of  the  majority.  I  know  it  was  denied 
by  the  able  Senator  who  now  has  charge 
of  the  bill  pending  before  the  Senate.  I 
know  that  the  Senator  from  Georgia  de¬ 
nied  all  those  things.  But  we  are  con¬ 
fronted  with  a  reality  and  not  a  theory. 
In  other  words,  the  leader,  the  Executive, 
is  now  saying  that  we  are  going  to  spon¬ 
sor  Russia — communistic  Russia,  if  you 
please.  I  wonder  if  someone  here  will 
say  he  voted  for  that.  If  there  is  anyone 
on  the  floor  of  the  Senate  who  voted  for 
that  policy,  I  wonder  if  he  would  now 
declare  that  he  did  so.  There  is  not  a 
chance  of  that. 

Yet  communism  was  then  in  the 
United  States.  It  had  been  implanted 
here.  It  was  implanted  here  when  we 


recognized  Soviet  Russia.  If  I  hear  a 
denial  of  that,  let  me  recite  the  fact  that 
the  President  at  that  time  stated  that 
he  had  been  promised  that  there  would 
be  no  communistic  propaganda  put  out 
or  planted  in  this  country.  Is  there  any¬ 
one  here  who  will  deny  that  statement?  I 
hear  no  voice.  Yet  today  we  are  enhanc¬ 
ing  communism  in  this  country,  en¬ 
hancing  it  because  we  know  it  is  here, 
because  the  Dies  committee,  coming  from 
a  coordinate  branch  of  the  Government, 
has  declared  that  it  is  here.  It  is  here, 
right  with  us,  and  we  are  going  now  to  say 
that  we  will  give  a  sponsorship  to  it  by 
aiding,  by  lending,  by  giving. 

Mr.  President,  I  am  naturally  en¬ 
tranced,  I  am  naturally  won,  by  the  able 
argument  of  the  Senator  from  North 
Carolina,  who  does  not  do  me  the  honor 
to  remain  here.  Neverthe’ess,  we  are  all 
won  by  his  argument,  but  we  are  not  won 
by  his  votes.  His  argument  is  beautiful, 
but  his  vote  does  not  seem  to  me  to  go 
along  with  the  policy  which  he  espouses. 

There  are  those  of  us  who,  until  God 
takes  us  out  of  this  realm,  will  go  down 
the  line  for  the  Constitution  of  the  United 
States.  That  is  all  the  Senator  from 
North  Carolina  seems  to  espouse.  He  has 
plenty  of  company  in  that  respect.  We 
will  all  go  with  him  along  that  line.  But 
if  we  espouse  the  principles  of  the  Con¬ 
stitution  of  the  United  States,  we  will  not 
lend  support  to  those  who  would  destroy 
this  Government,  and  who  are  now  here 
attempting  to  destroy  it. 

I  despise  Mr.  Hitler  and  all  he  stands 
for,  and  equally  I  despise  Mr.  Stalin  and 
all  he  stands  for.  I  want  those  two  dogs 
to  come  together  and  destroy  each  other. 
It  would  be  well  for  democracy.  But  I 
would  not  lend  a  word  to  either  one  of 
them,  because  neither  of  them  is  a  friend 
of  this  country.  If  Stalin  succeeds,  then 
God  help  democracy,  and  God  help 
Christianity,  because  if  ever  Stalin  was  a 
friend  of  Christianity,  neither  the  able 
Senator  from  North  Carolina  nor  any 
other  Senator  who  is  a  friend  of  Chris¬ 
tianity  can  find  evidence  of  it. 

So  we  come  back  to  the  amendment 
offered  by  my  colleague,  which  is  a  very 
democratic  and  rather  subordinate  prop¬ 
osition.  In  attempting  to  defend  the 
amendment  offered  by  my  colleague 
against  my  good  friend  the  Senator  from 
Missouri,  I  took  exception  to  the  remarks 
of  the  Senator  from  Missouri.  I  did  so 
because  I  felt  that  he  went  just  a  little 
further  than  he  should  have  gone  and  I 
think  so  now.  I  think  his  argument 
would  have  been  much  more  cogent  had 
it  not  been  based  on  the  principle  of 
destroying  something,  because  it  goes 
back  to  the  old  original  proposition  that 
the  power  to  tax  is  the  power  to  destroy, 
and  the  Senator  from  Missouri  stated 
freely  that  he  offered  the  amendment 
to  destroy. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield? 

Mr.  McCARRAN.  I  yield. 

Mr.  CLARK  of  Missouri.  I  did  not 
say  I  offered  this  amendment  to  destroy; 
I  said  I  offered  an  amendment  to  tax 
these  machines  $1,000  each,  to  destroy 
them.  I  also  said  I  had  very  fine  evi¬ 
dence,  to  wit,  that  of  the  Senator's  jun¬ 
ior  colleague,  that  it  would  not  destroy 
them  in  the  Senator’s  State.  I  am 
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satisfied  it  would  not  destroy  them  in  my 
State,  and  therefore  I  am  in  favor  of 
destroying  them. 

Mr.  McCARRAN.  Let  us  look  at  the 
fundamental  principle  involved.  If  it  is 
possible  to  destroy  a  thing  by  this  amend¬ 
ment,  why  is  it  not  possible  to  destroy 
something  else  by  a  similar  amendment? 
The  Senator  will  agree  with  me  in  that, 
of  course. 

Mr.  CLARK  of  Missouri.  I  agree  that 
the  power  to  tax  always  has  and  always 
will  involve  the  power  to  destroy;  yes. 
There  is  no  question  about  that.  Every¬ 
one  has  always  understood  that  ever 
since  taxes  first  began  to  be  levied. 

Mr.  McCARRAN.  Very  well. 

Mr.  HUGHES.  Mr.  President,  will  the 
Senator  from  Nevada  yield? 

Mr.  McCARRAN.  I  yield. 

Mr.  HUGHES.  I  have  been  listening 
to  what  has  been  said  by  the  Senators 
who  have  objected  to  the  provision  in  the 
bill  to  which  attention  is  now  being  di¬ 
rected.  I  am  at  some  loss  to  understand 
how  we  are  to  arrive  at  a  conclusion  that 
this  tax  will  destroy  the  particular  thing 
on  which  it  is  levied.  It  seems  to  me  that 
is  a  matter  of  evidence.  It  may  or  it  may 
not.  If  we  fix  a  lump-sum  tax,  until  we 
have  tried  it  out,  unless  we  have  the  evi¬ 
dence  of  how  much  the  particular  busi¬ 
ness  affected  makes,  how  can  we  say  it  is 
going  to  destroy  it?  Therefore,  how  does 
the  Senator  arrive  at  the  conclusion  that 
a  $200  tax,  which  he  is  talking  about, 
would  destroy  the  property  taxed? 

Mr.  McCARRAN.  Mr.  President,  I  will 
say  that  I  am  not  a  member  of  the  com¬ 
mittee — 

Mr.  HUGHES.  I  am  not  a  member 
either. 

Mr.  McCARRAN.  But  the  thought 
strikes  me  that  it  would  have  been  very 
wise  to  have  held  hearings  bearing  on 
the  subject,  and  it  is  my  understanding 
that  no  hearings  at  all  were  held.  Ex¬ 
tensive  hearings  were  held  in  the  House 
committee,  and  the  House  fixed  a  certain 
tax.  So  it  seems  to  me  it  would  have 
been  proper  for  the  Senate  committee  to 
have  held  hearings  on  the  subject. 

Mr.  HUGHES.  Does  the  Senator 
mean  the  House  concluded  that  $200— 
and  we  are  speaking  of  that  particular 
item — would  not  destroy  the  business  in 
question? 

Mr.  McCARRAN.  No;  I  do  not  agree  to 
that. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield? 

Mr.  McCARRAN.  I  yield. 

Mr.  CLARK  of  Missouri.  I  agree  that 
no  hearings  were  held  in  the  Senate  com¬ 
mittee  on  the  matter,  but  extensive  hear¬ 
ings  were  held,  as  the  Senator  said,  be¬ 
fore  the  House  Ways  and  Means  Com¬ 
mittee,  which  hearings,  of  course,  were 
available  to  the  Senate  committee. 

Mr.  McCARRAN.  The  House  commit¬ 
tee,  after  hearings,  as  I  understand,  fixed 
the  tax  rate  at  $25. 

Mr.  CLARK  of  Missouri.  On  all  sorts 
of  machines,  yes.  The  House  committee, 
in  other  words,  on  the  same  evidence  ar¬ 
rived  at  one  conclusion,  and  the  Senate 
committee  arrived  at  another  conclusion. 

Mr.  McCARRAN.  Will  the  Senator 
from  Missouri  admit  that  the  House 
hearings  were  very  much  more  exhaustive 
of  the  subject? 


Mr.  CLARK  of  Missouri.  I  will  admit 
that  the  Senate  committee  never  held 
any  hearings  on  this  specific  item,  but  the 
hearings  held  before  the  House  commit¬ 
tee,  of  course,  were  available  to  the  Sen¬ 
ate  committee.  I  cannot  speak  as  to  the 
other  members  of  the  Senate  committee, 
but  I  know  I  read  all  the  House  committee 
hearings  before  the  Senate  committee 
started  its  hearings,  and  I  attended  all 
the  Senate  committee  meetings. 

Mr.  McCARRAN.  Ox  course,  the  Sen¬ 
ator  is  a  student,  and  he  read  the  hear¬ 
ings,  and  after  reading  them  he  knew 
that  the  House  committee  concluded, 
after  holding  very  exhaustive  hearings, 
that  they  could  fix  only  $25  as  a  proper 
tax  on  this  particular  line  of  business. 
That  is  correct,  is  it  not? 

Mr.  CLARK  of  Missouri.  I  know  that 
that  is  the  tax  which  the  House  did  fix. 

Mr.  McCARRAN.  Yes. 

Mr.  CLARK  of  Missouri.  I  cannot 
tell  about  the  conclusions  reached  by 
the  members  of  the  House  committee. 
I  will  say  very  freely  that  that  is  the 
rate  the  House  fixed,  which  it  seemed  to 
me  was  essentially  unfair,  and  it  seemed 
to  the  Senate  committee  it  was  essen¬ 
tially  unfair. 

Mr.  McCARRAN.  It  was  not  based  on 
the  hearings,  because,  had  it  been  based 
on  the  hearings,  the  House  would  have 
fixed  a  different  tax  rate. 

Mr.  CLARK  of  Missouri.  I  would  not 
say  that.  The  House  committee  appar¬ 
ently  arrived  at  a  different  conclusion 
than  the  Senate  committee  arrived  at.  I 
read  the  House  hearings,  and  I  arrived 
at  a  different  conclusion  from  that  ar¬ 
rived  at  by  members  of  the  House  com¬ 
mittee  who  reported  a  $25  tax. 

Mr.  McCARRAN.  No;  the  House  ar¬ 
rived  at  a  different  conclusion  from  that 
arrived  at  by  the  Senator  from  Missouri. 

Mr.  CLARK  of  Missouri.  That  is  true. 
So  did  the  Senate  committee  arrive  at 
a  different  conclusion  from  that  arrived 
at  by  the  House  committee  and  by  the 
House.  That  is  what  makes  legisla¬ 
tion. 

Mr.  HUGHES.  Mr.  President,  let  me 
say  that  I  have  not  read  the  hearings, 
but  I  am  concerned  with  the  problem, 
that  in  considering  a  bill  which  is  in¬ 
tended  to  raise  revenue,  which  we  pre¬ 
sume  it  is  entirely,  with  no  purpose  of 
destroying  property,  and  in  trying  to 
avoid  destruction  of  property  which  we 
are  taxing,  how  am  I  to  satisfy  myself, 
for  instance,  and  how  is  the  Senator  from 
Nevada  to  satisfy  himself,  or  how  is  any 
other  Senator  to  satisfy  himself  that  a 
particular  tax,  $200  we  will  say,  would  or 
would  not  have  the  effect  of  destroying 
the  property  which  is  taxed?  We  should 
avoid  destroying  property.  Therefore,  it 
seems  to  me,  we  should  support  the 
amendment  which  the  Senator  is  espous¬ 
ing. 

Mr.  McCARRAN.  I  will  answer  the 
Senator’s  question.  The  House  commit¬ 
tee  held  exhaustive  hearings.  The  House 
of  Representatives  is  responsible  for  reve¬ 
nue  bills.  Such  bills  are  initiated  in  the 
House.  The  House  of  Representatives 
fixed  a  tax  of  $25.  The  Senate  Commit¬ 
tee  on  Finance  held  no  hearings  what¬ 
ever,  but  arbitrarily  the  committee  fixed 
a  tax  of  $200.  I  say  the  Senator  may  be 
guided  by  the  hearings  held  by  the  House 


committee.  That  is  my  answer  to  his 
question. 

Mr.  HUGHES.  I  thank  the  Senator. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Nevada 
[Mr.  Bunker]  to  the  committee  amend¬ 
ment  on  page  105,  line  7. 

Mr.  LA  FOLLETTE.  I  suggest  the  ab¬ 
sence  of  a  quorum. 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names  : 


Adams 

Downey 

Nye 

Aiken 

Eastland 

O'Daniel 

Andrews 

Ellender 

O'Mahoney 

Austin 

George 

Overton 

Bailey 

Gerry 

Peace 

Bankhead 

Green 

Radcliffe 

Barbour 

Guffey 

Rosier 

Barkley 

Hatch 

Russell 

Bilbo 

Hayden 

Schwartz 

Brewster 

Herring 

Smathers 

Bridges 

Hill 

Smith 

Brooks 

Holman 

Spencer 

Bulow 

Hughes 

Taft 

Bunker 

Johnson,  Colo. 

Thomas.  Idaho 

Burton 

Kilgore 

Thomas,  Utah 

Butler 

La  Follette 

Tobey 

Byrd 

Langer 

Tunnell 

Capper 

Lee 

Tydings 

Caraway 

Lucas 

Vandenberg 

Clark,  Idaho 

McCarran 

Van  Nuys 

Clark,  Mo. 

McFarland 

Walsh 

Connally 

McNary 

Wiley 

Danaher 

Maloney 

Davis 

Murray 

The  PRESIDING  OFFICER.  Seventy 
Senators  having  answered  to  their 
names,  a  quorum  is  present. 

The  question  is  on  agreeing  to  the 
amendment  offered  by  the  Senator  from 
Nevada  [Mr.  Bunker]  to  the  committee 
amendment. 

Mr.  BUNKER.  Mr.  President,  I  have 
no  desire  to  have  a  roll  call  on  this 
amendment.  I  should  like  to  say  that  my 
friends  in  Nevada,  who  were  interested 
in  this  matter,  have  no  connection  what¬ 
ever  with  Mr.  Stalin  or  with  Mr.  Hitler. 
They  are  really  fine  fellows,  and  if  the 
Senators  knew  them  they  would  like 
them. 

Mr.  President,  I  happened  to  have  been 
a  member  of  the  Nevada  State  Legisla¬ 
ture  5  years  ago,  and  I  was  chairman  of 
the  ways  and  means  committee,  so  I 
know  how  difficult  it  is  to  raise  a  few 
dollars  in  a  small  State.  Since  the  Gov¬ 
ernment  needs  money,  we  are  willing  to 
raise  the  tax  to  $50. 

Mr.  President,  it  may  be  a  vicious 
racket  to  operate  “one-arm  bandits”  in 
States  in  which  they  are  not  legal;  but 
in  Nevada  it  is  not  a  racket,  it  is  a 
legalized  operation  of  business. 

I  am  not  a  reformist,  although  I 
studied  for  the  ministry;  and  I  know  that 
my  friend  the  Senator  from  Missouri 
[Mr.  Clark],  while  we  differ  on  this  mat¬ 
ter,  is  not  a  reformist.  We  tried  to  do 
away  with  drinking  by  national  legisla¬ 
tion.  We  could  not  do  it.  I  do  not  be¬ 
lieve  we  can  do  away  with  gambling  by 
taxation.  I  do  not  believe  it  is  the  desire 
of  the  Senator  from  Missouri  to  take 
away  any  revenue  derived  from  legalized 
gambling  in  the  State  of  Nevada.  So  I 
am  anxious  to  vote  on  the  question.  I 
may  say  that  my  amendment  should  be 
adopted,  first,  because  the  $200  tax  will 
not  accomplish  its  purpose;  it  will  not  do 
away  with  slot  machines  in  America. 
The  second  point  is  that  if  they  do  exist. 
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it  is  up  to  the  local  law-enforcement 
agencies  to  deal  with  them.  Third,  it 
would  work  a  very  serious  hardship  on  my 
State. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment,  as  modified,  offered  by  the  Sena¬ 
tor  from  Nevada  [Mr.  Bunker]  to  the 
committee  amendment  on  page  105,  in 
lines  7  and  9. 

Mr.  CLARK  of  Missouri.  I  ask  for  a 
division,  Mr.  President. 

The  Senate  proceeded  to  divide. 

Mr.  CLARK  of  Missouri.  I  ask  for  the 
yeas  and  nays. 

The  yeas  and  nays  were  ordered,  and 
the  Chief  Clerk  proceeded  to  call  the  roll. 

Mr.  DAVIS  (when  his  name  was 
called).  I  have  a  general  pair  with  the 
Senator  from  Kentucky  [Mr.  Chandler  1. 
Not  knowing  how  he  would  vote,  I  with¬ 
held  my  vote. 

Mr.  McNARY  (when  his  name  was 
called).  Referring  again  to  my  pair 
with  the  Senator  from  Tennessee  [Mr. 
McKellar],  not  knowing  how  he  would 
vote  if  he  were  present,  I  withhold  my 
vote. 

The  roll  call  was  concluded. 

Mr.  HOLMAN  (after  having  voted  in 
the  affirmative).  I  have  been  reminded 
that  I  have  a  general  pair  with  the  junior 
Senator  from  Tennessee  [Mr.  Stewart J. 
Not  knowing  how  he  would  vote,  I  with¬ 
draw  my  vote. 

Mr.  RADCLIFFE.  My  colleague  IMr. 
Typings]  is  unavoidably  absent.  Were 
he  present,  his  vote  would  be  “nay.” 

Mr.  HILL.  I  announce  that  the  Sena¬ 
tor  from  Washington  [Mr.  Bone],  the 
Senator  from  Iowa  IMr.  Gillette],  the 
Senator  from  Virginia  [Mr.  Glass  1  the 
Senator  from  North  Carolina  [Mr. 
Reynolds],  and  the  Senator  from  New 
York  [Mr.  Wagner]  are  absent  from  the 
Senate  because  of  illness. 

The  Senator  from  Kentuck5  [Mr. 

Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

The  Senator  from  New  York  [Mr. 

Mead],  the  Senator  from  Missouri  [Mr. 
Truman],  and  the  Senator  from  Wash¬ 
ington  [Mr.  Wallgren]  are  engaged  in 
holding  hearings  on  behalf  of  the  Com¬ 
mittee  to  Investigate  the  National  De¬ 
fense  Program. 

The  Senator  from  Oklahoma  [Mr. 

Lee]  and  the  Senator  from  Connecticut 
[Mr.  Maloney]  are  detained  on  depart¬ 
mental  business. 

The  Senator  from  Michigan  [Mr. 

Brown],  the  Senator  from  South  Da¬ 
kota  [Mr.  Bulow],  the  Senator  from 
New  Mexico  [Mr.  Chavez],  the  Senators 
from  Tennessee  [Mr.  McKellar  and  Mr. 
Stewart],  the  Senator  from  Utah  [Mr. 
Murdock],  the  Senator  from  Florida 
[Mr.  Pepper],  the  Senator  from  Okla¬ 
homa  [Mr.  Thomas],  and  the  Senator 
from  Montana  [Mr.  Wheeler]  are  nec¬ 
essarily  absent. 

Mr.  AUSTIN.  I  announce  the  follow¬ 
ing  general  pairs : 

The  Senator  from  Indiana  [Mr.  Wil¬ 
lis]  with  the  Senator  from  New  Mexico 
[Mr.  Chavez]  ; 

The  Senator  from  Minnesota  [Mr. 
Shipstead]  with  the  Senator  from  Vir¬ 
ginia  [Mr.  Glass]  ; 


The  Senator  from  Minnesota  [Mr. 
Ball]  with  the  Senator  from  Missouri 
[Mr.  Truman]  ; 

The  Senator  from  South  Dakota  [Mr. 
Gurney]  with  the  Senator  from  Florida 
[Mr.  Pepper]  ; 

The  Senator  from  Kansas  [Mr.  Reed] 
with  the  Senator  from  Washington  [Mr. 
Wallgren]  ;  and 

The  Senator  from  Massachusetts  [Mr. 
Lodge]  with  the  Senator  from  North 
Carolina  [Mr.  Reynolds]. 

The  result  was  announced — yeas  40, 
nays  22,  as  follows: 

YEAS— 40 


Adams 

Downey 

Peace 

Aiken 

Ellender 

Rosier 

Andrews 

Gerry 

Russell 

Austin 

GuSey 

Schwartz 

Bailey 

Hatch 

Smathers 

Bankhead 

Hayden 

Smith 

Barkley 

Hill 

Spencer 

Brooks 

Kilgore 

Taft 

Bunker 

Lucas 

Thomas.  Idaho 

Burton 

McCarran 

Thomas,  Utah 

Butler 

McFarland 

Tunnell 

Caraway 

Murray 

Walsh 

Clark,  Idaho 

O'Mahoney 

Danaher 

Overton 

NAYS— 22 

Barbour 

Eastland 

O’Daniel 

Bilbo 

George 

Radcliffe 

Brewster 

Green 

Tobey 

Bridges 

Herring 

Vandenberg 

Byrd 

Hughes 

Van  Nuys 

Capper 

Johnson.  Colo. 

Wiley 

Clark.  Mo. 

La  Follette 

Connally 

Nye 

NOT  VOTING— 

-34 

Ball 

Langer 

Shipstead 

Bone 

Lee 

Stewart 

Brown 

Lodge 

Thomas,  Okla. 

Bulow 

McKellar 

Truman 

Chandler 

McNary 

Ty  dings 

Chavez 

Maloney 

Wagner 

Davis 

Mead 

Wallgren 

Gillette 

Murdock 

Wheeler 

Glass 

Norris 

White 

Gurney 

Pepper 

Willis 

Holman 

Reed 

Johnson,  Calif 

.  Reynolds 

So  Mr.  Bunker’s  modified  amendment 
to  the  committee  amendment  was  agreed 
to. 

The  PRESIDING  OFFICER.  The 
question  now  is  on  agreeing  to  the  com¬ 
mittee  amendment,  as  amended. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  wish  to  be  recorded  as  against 
the  committee  amendment,  as  amended. 
I  do  not  wish  to  take  the  trouble  to  ask 
for  the  yeas  and  nays  but  I  wish  to  be 
recorded  as  against  the  committee 
amendment,  with  a  view  to  making  a 
motion  to  reconsider  later. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment,  as  amended. 

The  amendment  as  amended  was 
agreed  to. 

Mr.  CLARK  of  Missouri.  Mr  Presi¬ 
dent,  I  desire  to  enter  a  motion  to  recon¬ 
sider  the  vote  by  which  the  committee 
amendment  as  amended  was  agreed  to. 

Mr.  BARKLEY.  T  move  to  lay  that 
motion  on  the  table. 

Mr.  CLARK  of  Missouri.  I  suggest  the 
absence  of  a  quorum 

The  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names: 

Adams  Austin  Barbour 

Aiken  Bailey  Barkley 

Andrews  Bankhead  Bilbo 
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Brewster 

Green 

Overton 

Bridges 

Guffey 

Peace 

Brooks 

Hatch 

Radcliffe 

Bunker 

Hayden 

Rosier 

Burton 

Herring 

Russell 

Butler 

Hill 

Schwartz 

Byrd 

Holman 

Smathers 

Capper 

Hughes 

Smith 

Caraway 

Johnson,  Co!o. 

Spencer 

Clark,  Idaho 

Kilgore 

Taft 

Clark,  Mo. 

La  Follette 

Thomas,  Idaho 

Connally 

Lucas 

Thomas,  Utah 

Danaher 

McCarran 

Tobey 

Davis 

McFarland 

Tunnell 

Downey 

McNary 

Vandenberg 

Eastland 

Murray 

Van  Nuys 

Ellender 

Nye 

Walsh 

George 

O'Daniel 

Wiley 

Gerry 

O'Mahoney 

The  PRESIDING  OFFICER.  Sixty- 
five  Senators  having  answered  to  their 
names,  a  quorum  is  present. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  a  parliamentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  CLARK  of  Missouri.  What  is  the 
business  before  the  Senate? 

The  PRESIDING  OFFICER.  The 
question  before  the  Senate  is  on  agreeing 
to  the  motion  made  by  the  Senator  from 
Kentucky  that  the  motion  to  reconsider 
be  tabled. 

Mr.  CLARK  of  Missouri.  I  did  not 
make  a  motion  to  reconsider.  I  simply 
entered  a  motion  to  reconsider,  which  is 
not  the  equivalent  of  making  a  motion  to 
reconsider.  Therefore  there  is  nothing 
before  the  Senate  to  be  tabled. 

Mr.  BARKLEY.  I  understood  that  the 
Senator  from  Missouri  made  a  motion  to 
reconsider. 

Mr.  CLARK  of  Missouri.  I  entered  a 
motion  to  reconsider.  If  the  Senator 
from  Kentucky  desires  to  make  a  motion, 
that  is  his  business.  But  he  cannot  move 
to  table  a  motion  which  has  not  been 
made. 

Mr.  BARKLEY.  I  realize  that,  but  I 
thought  the  Senator  from  Missouri  made 
a  motion  to  reconsider. 

The  PRESIDING  OFFICER.  The  Par¬ 
liamentarian  informs  the  Chair  that  a 
motion  entered  and  a  motion  made  are 
the  same  thing. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  that  is  entirely  contrary  to  the 
practice  of  the  Senate.  I  defy  the  Parli¬ 
amentarian  or  the  Chair  or  anyone  else 
to  find  one  precedent  in  the  Senate  by 
which  giving  notice  of  intention  to  move 
to  reconsider  after  the  lapse  of  2  days  is 
equivalent  to  making  a  motion  to  recon¬ 
sider. 

Mr.  BARKLEY.  It  is  one  thing  to 
serve  notice  on  the  Senate  that,  within 
the  rules,  at  some  future  time  a  motion 
will  be  made  to  reconsider  a  vote.  It  is 
another  thing  to  enter  a  motion  which,  as 
I  understand  it,  is  equivalent  to  making  a 
motion. 

Mr.  CLARK  of  Missouri.  Entering  a 
motion  is  not  in  any  sense  equivalent  to 
making  a  motion;  but  if  it  pleases  the 
Senator  from  Kentucky,  I  will  give  notice 
that  at  some  time  in  the  future  I  will 
make  such  a  motion. 

Mr.  BARKLEY.  I  thought  the  Sena¬ 
tor  from  Missouri  made  the  motion. 

Mr.  CLARK  of  Missouri.  I  did  not 
make  the  motion.  I  entered  the  motion. 
I  can  recall  a  similar  instance  with  which 
both  the  Senator  from  Kentucky  and  I 
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were  concerned.  In  the  last  days  of  the 
Hoover  administration  the  late  Senator 
from  Wisconsin,  Mr.  Blaine,  gave  notice 
of  his  intention  to  enter  a  motion  to 
reconsider,  but  did  not  later  make  such 
a  motion.  I  made  the  motion  in  the 
Senate. 

Mr.  BARKLEY.  I  do  not  care  to  take 
any  technical  advantage  of  the  Senator 
from  Missouri,  if  the  Senator  from  Mis- 
souii  did  not  mean  to  make  the  motion. 

Mr.  CLARK  of  Missouri.  I  did  not 
make  the  motion,  Mr.  President. 

Mr.  BARKLEY.  Whether  the  Sena¬ 
tor  did  or  did  not,  if  it  was  not  his  inten- 
tion  to  make  the  motion,  I  accept  his 
word  as  to  that,  and  therefore  I  with¬ 
draw  my  motion  to  lay  on  the  table. 

Mr.  CLARK  of  Missouri.  The  motion 
was  not  in  order  in  the  first  place. 

Mr.  BARKLEY.  I  am  not  conceding 
that.  I  assumed  that  the  Senator  from 
Missouri  knew  what  he  was  trying  to  do. 
did^1  of  Missouri.  I  certainly 

Mr.  LUCAS.  Mr.  President,  a  parlia¬ 
mentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  LUCAS.  In  view  of  the  motion 
made  by  the  Senator  from  Missouri,  will 
the  Senator  from  Illinois  now  be  in  order 
in  making  a  motion  to  table  it? 

Mr.  BARKLEY.  Mr.  President,  a  par¬ 
liamentary  inquiry. 

The  PRESIDING  OFFICER  The 
Senator  will  state  it. 

Mi.  BARKLEY.  As  I  understand, 
there  was  no  motion  made,  and  no  notice 
given  of  a  motion  to  be  made  to  recon- 
vote  by  which  the  amendment 
of  the  junior  Senator  from  Nevada  [Mr. 
Bunker]  was  agreed  to. 

The  PRESIDING  OFFICER.  That  is 
correct. 

Mi.  BARKLEY.  After  the  amend¬ 
ment  to  the  amendment  was  agreed  to 
the  Senate  voted  on  the  question  of 
agreeing  to  the  committee  amendment 
as  amended  by  the  Bunker  amendment 
The  PRESIDING  OFFICER.  That  is 
correct. 

Mr.  BARKLEY.  And  it  was  with  re¬ 
spect  to  the  motion  to  agree  to  the 
amendment  as  amended  that  the  Sena¬ 
tor  from  Missouri  gave  notice  of  his 
intention  to  move  to  reconsider  the  vote 
by  which  the  motion  was  carried.  It  is 
now  in  order  for  any  Senator  who  voted 
with  the  majority,  or  any  other  Senator, 
because  of  there  being  no  roll  call,  to 
move  to  reconsider  the  vote  by  which 
the  committee  amendment  as  amended 
was  agreed  to. 

Mr.  LUCAS.  Mr.  President,  I  so  move. 
Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  move  that  the  consideration  of 
thai  question  be  postponed  until  2 '30 
tomorrow. 

The  PRESIDING  OFFICER  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Missouri. 

Mi\  CLARK  of  Missouri.  Pending  that. 
Mi.  Pi esident,  I  suggest  the  absence  of  a 
quorum. 

The  PRESIDING  OFFICER  The 
clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to' 
their  names: 
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Adams 

Aiken 

Andrews 

Austin 

Bailey 

Bankhead 

Barbour 

Barkley 

Bilbo 

Brewster 

Bridges 

Brooks 

Bunker 

Burton 

Butler 

Byrd 

Capper 

Caraway 

Clark.  Idaho 

Clark,  Mo. 

Connally 

Danaher 


Davis 

Downey 

Eastland 

Ellender 

George 

Gerry 

Green 

Guffey 

Hatch 

Hayden 

Herring 

Hill 

Holman 

Hughes 

Johnson,  Colo. 

Kilgore 

La  Follette 

Lucas 

McCarran 

McFarland 

McNary 

Murray 


Nye 

O'Daniel 

O’Mahoney 

Overton 

Peace 

Radcliffe 

Rosier 

Russell 

Schwartz 

Smathers 

Smith 

Spencer 

Taft 

Thomas,  Idaho 
Thomas,  Utah 
Tobey 
Tunnell 
Vandenberg 
Van  Nuys 
Walsh 
Wiley 


The  PRESIDING  OFFICER.  Sixty- 
five  Senators  having  answered  to  their 
names,  a  quorum  is  present. 

Mr.  BARKLEY.  Mr.  President,  I  move 
that  the  motion  of  the  Senator  from  Mis¬ 
souri  [Mr.  Clark]  to  postpone  until  an 
hour  definite  tomorrow  be  laid  on  the 
table. 

Mr.  CLARK  of  Missouri.  I  suggest  the 
absence  of  a  quorum. 

Mr.  BARKLEY.  Mr.  President,  it  has 
just  been  developed  that  a  quorum  is 
present. 

Mr .  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  making  the  motion,  according  to  all 
the  Senate  precedents,  is  the  transac¬ 
tion  of  business. 

The  PRESIDING  OFFICER.  The 
Chair  is  advised  that  the  Senator  from 
Missouri  has  a  right  to  call  for  a  quorum 
The  clerk  will  call  the  roll. 

The  legislative  clerk  called  the  roll,  and 
the  following  Senators  answered  to  their 
names : 


Adams 

Aiken 

Andrews 

Austin 

Bailey 

Bankhead 

Barbour 

Barkley 

Eilbo 

Brewster 

Bridges 

Brooks 

Bunker 

Burton 

Butler 

Byrd 

Capper 

Caiaway 

Clark,  Idaho 

Clark,  Mo. 

Connally 

Danaher 


Davis 

Downey 

Eastland 

Ellender 

George 

Gerry 

Green 

Guffey 

Hatch 

Hayden 

Herring 

Hill 

Holman 

Hughes 

Johnson,  Colo. 

Kilgore 

La  Fohette 

Lucas 

McCarran 

McFarland 

McNary 

Murray 


Nye 

O'Daniel 

O’Mahoney 

Overton 

Peace 

Radcliffe 

Rosier 

Russell 

Schwartz 

Smathers 

Smith 

Spencer 

Taft 

Thomas,  Idaho 
Thomas,  Utah 
Tobey 
Tunnell 
Vandenberg 
Van  Nuys 
Walsh 
Wiley 


The  PRESIDING  OFFICER.  Sixty- 
five  Senators  have  answered  to  their 
names.  A  quorum  is  present.  The  ques¬ 
tion  is  on  the  motion  of  the  Senator 
from  Kentucky  [Mr.  Barkley]  to  lay  on 
the  table  the  motion  of  the  Senator  from 
Missouri  [Mr.  Clark], 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  suggest  the  absence  of  a  quorum. 

Mr.  GEORGE.  Mr.  President,  will  not 
the  Senator  from  Missouri  withhold  that 
motion? 

Mr.  CLARK  of  Missouri.  I  am  glad  to 
withhold  the  motion.  I  may  say  that  it 
is  my  intention,  after  anything  the  Sen¬ 
ator  from  Georgia  has  in  mind,  to  make 
a  motion  to  postpone  the  motion  of  the 
Senator  from  Illinois  [Mr.  Lucas]  until 
4  o  clock  tomorrow,  which,  I  understand, 


under  the  rules  of  the  Senate  I  have  a 
perfect  right  to  do,  and  then  possibly  to 
make  a  later  motion;  but  I  shall  be  glad 
to  withhold  the  motion  if  the  Senator 
from  Georgia  has  some  business  which 
he  desires  to  transact. 

Mr.  GEORGE.  Mr.  President,  I  very 
much  desire  to  get  through  with  the  re¬ 
maining  amendment  in  the  committee 
bill,  beginning  on  page  120,  line  1,  and 
going  to  line  18,  on  page  123.  The  Sena¬ 
tor  from  Connecticut  [Mr.  Danaher]  de¬ 
sires  to  offer  an  amendment  to  that 
amendment. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Connecticut  will  be  stated. 

Mr.  GEORGE.  Mr.  President,  a  par¬ 
liamentary  inquiry.  Is  there  already  a 
motion  before  the  Senate? 

The  PRESIDING  OFFICER.  The 
Chair  is  advised  that  the  motion  of  the 
Senator  from  Illinois  [Mr.  Lucas]  to  re¬ 
consider  the  vote  on  the  committee 
amendment,  as  amended,  on  page  105  is 
before  the  Senate. 

Mr.  GEORGE.  I  ask  unanimous  con¬ 
sent  that  that  motion  be  temporarily  laid 
aside  so  that  we  may  proceed  with  at 
least  two  matters  this  afternoon. 

Mr.  LUCAS.  I  have  no  objection  to 
the  request  of  the  Senator  from  Georgia 
The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  DANAHER.  Mr.  President,  may 
the  amendment  I  have  sent  to  the  desk 
be  stated? 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Connecticut  will  be  stated. 

The  Legislative  Clerk.  The  last  com¬ 
mittee  amendment  passed  over  is  on  page 
120,  title  VII,  credit  against  Federal  un¬ 
employment  taxes,  etc.  Mr.  Danaher 
proposes  an  amendment  to  the  title  on 
page  123,  after  line  18,  to  add  a  new 
section,  to  read: 

The  act  approved  July  1,  1941  (Public  Law 
146,  77th  Cong.)  entitled  ‘‘An  act  making 
appropriations  for  the  Department  of  Labor 
the  Federal  Security  Agency,*’  etc.,  under  title 
II,  under  the  heading  “Social  Security 
Board,”  is  amended  by  repealing  so  much 
thereof  as  reads  “and  elsewhere  in  connec¬ 
tion  with  the  operation  of  employment  office 
facilities  and  services  essential  to  expediting 
the  national -defense  program.” 

Mr.  GEORGE.  Mr.  President,  before 
the  Senator  from  Connecticut  proceeds, 

I  hope  it  will  be  agreeable  to  him  to  yield 
to  the  junior  Senator  from  Colorado 
[Mr.  Johnson],  who  wishes  to  enter 
something  in  the  Record. 

Mr.  DANAHER.  Of  course;  I  shall  be 
happy  to  yield  to  the  Senator  from 
Colorado. 

Mr.  JOHNSON  of  Colorado.  Mr. 
President,  I  thank  the  Senator  from 
Georgia  and  the  Senator  from  Con¬ 
necticut. 

It  must  be  apparent  to  everyone  who 
has  given  the  subject  much  thought  that, 
so  far  as  taxation  is  concerned,  the  min¬ 
ing  industry  must  be  treated  on  a  dif¬ 
ferent  basis  than  other  industries.  In 
an  effort  to  establish  the  principle  of 
permitting  a  credit  based  upon  the  nor¬ 
mal  profit  per  unit  of  mine  production, 
it  was  suggested  by  me  in  committee  that 
the  drafting  experts  should  be  instructed 
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to  prepare  an  amendment  to  the  bill 
1  which  would  prevent  the  excess-profits 
tax  from  being  unfairly  applied  to  the 
;  normal  profits  of  mines. 

It  was  suggested  that  the  draft  should 
be  based  upon  the  following  principles: 

First.  Where  the  normal  profit  per 
unit  of  production  is  determinable  on 
the  basis  of  past  experience,  the  excess- 
profits  credit  should  include  such  nor¬ 
mal  profit  per  unit  on  the  production  of 
the  taxable  year. 

Second.  In  the  case  of  new  corpora- 
:  tions  or  mines  not  operating  on  a  com¬ 
mercially  profitable  basis  during  the  base 
period,  a  normal  profit  should  be  deter¬ 
mined  as  if  the  mine  had  been  operated 
in  a  normal  manner  during  the  base- 
period  years. 

I  Third.  The  foregoing  provisions 
should  be  limited  solely  to  mining 
profits.  No  increased  allowance  should 
I  be  made  with  respect  to  profits  from 
[  other  than  the  mining  operations.  The 

I  normal  profit  from  mining  operations 
should  be  added  only  to  such  credit  for 
base-period  earnings  or  invested  capital 
as  is  properly  allocable  to  operations  or 
investments  other  than  mining. 

Such  an  amendment  was  offered  by 
mb  in  the  committee  and  was  referred 
to  the  Treasury  Department.  The 
Treasury  Department  said  the  matter 
was  very  technical,  and  would  require 
considerable  study;  that  they  thought 
perhaps  it  could  be  brought  up  later,  at 
a  time  when  technical  matters  pertain¬ 
ing  to  the  administration  of  the  taxation 
problem  would  be  before  the  Congress; 
and  so  action  was  postponed  by  the  Fi¬ 
nance  Committee  on  the  amendment  I 
offered. 

I  ask  unanimous  consent  to  insert  in 
the  Record  at  this  point  a  letter  from 
Mr.  John  L.  Sullivan,  Assistant  Secre¬ 
tary  of  the  Treasury,  with  respect  to  this 
matter. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  it  is  so  ordered. 

The  letter  is  as  follows: 

Treasury  Department, 
Washington,  September  2,  1941. 
Hon.  Edwin  C.  Johnson, 

United  States  Senate, 

Washington,  D.  C. 

My  Dear  Senator:  In  accordance  with  the 
action  adopted  by  the  Senate  Finance  Com¬ 
mittee,  I  have  requested  that  a  study  be 
made  in  this  Department  of  the  amendment 
that  you  submitted  to  H.  R.  5417  wih  ref¬ 
erence  to  a  credit  based  on  the  normal  profit 
per  unit  of  mining  production.  If,  as  a  re¬ 
sult  of  the  study,  any  amendment  of  this 
character  is  deemed  advisable,  a  provision 
will  be  drafted  in  time  for  insertion  in  the 
next  revenue  bill. 

Sincerely, 

John  L.  Sullivan, 
Assistant  Secretary  of  the  Treasury. 

Mr.  JOHNSON  of  Colorado.  My 
amendment  proposes  to  amend  section 
713  by  adding  a  new  subsection  reading 
as  follows: 

“(h)  Corporations  engaged  in  mining — 
“(1)  A  corporation  engaged  in  the  mining 
of  natural  deposits  shall  be  entitled  under 
this  section  (with  respect  to  its  mining  op¬ 
erations)  to  an  excess-profits  credit  equal  to 
the  normal  profit  per  unit  of  production  for 
its  entire  production  during  the  taxable  year, 
in  addition  to  such  other  excess-profits 
credit  as  may  be  allowable  under  this  sub¬ 


chapter  which  is  properly  allocable  to  its 
operations  other  than  mining. 

“(A)  In  the  event  that  the  taxpayer  was 
actually  in  existence  at  the  beginning  of  its 
base  period  and  was,  during  all  or  a  part  of 
such  base  period,  engaged,  on  a  commer¬ 
cially  profitable  basis,  in  mining  operations 
similar,  except  as  to  the  volume  of  produc¬ 
tion,  to  those  carried  on  during  the  taxable 
year,  then  the  taxpayer’s  normal  profit  per 
unit  of  production  during  the  base  period 
(excluding  the  year  or  years  in  which  there 
was  a  deficit  in  excess-profits  net  income) 
shall  constitute  the  taxpayer’s  normal  profit 
per  unit  of  production  for  the  purposes  of 
this  subsection.  In  computing  such  normal 
profit  per  unit,  the  adjustments  provided 
by  section  711  (b) ,  so  far  as  applicable,  shall 
be  made. 

"(B)  If  the  taxpayer  was  not  in  existence 
at  the  beginning  of  its  base  period,  or  if  it 
was  not,  during  all  or  a  part  of  such  base 
period,  engaged,  on  a  commercially  profitable 
basis,  in  mining  operations  similar,  except 
as  to  volume  of  production,  to  those  carried 
on  during  the  taxable  year,  then  the  normal 
profit  per  unit  of  production  shall  consist 
of  the  base  period  profit  per  unit  of  produc¬ 
tion  which  the  taxpayer  would  have  realized 
if  it  had  been  so  engaged  during  such  base 
period.  Such  normal  profit  per  unit  shall 
be  computed  by  assuming  that  the  taxpayer 
had  sold  in  each  year  of  the  base  period  the 
number  of  units  which  it  could  have  pro¬ 
duced  and  sold,  with  due  regard  to  the  aver¬ 
age  prices  and  costs  of  operation  prevailing 
in  each  base  period  year,  except  that  the 
number  of  units  assumed  in  such  computa¬ 
tion  for  any  base  period  year  shall  not 
exceed  the  number  of  units  sold  in  the 
taxable  year. 

“(2)  The  term  ‘base  period’  means,  for  the 
purposes  of  this  subsection,  the  base  period 
as  elsewhere  defined  in  this  subchapter,  but 
if  the  base  period  of  a  taxpayer  is  not  else¬ 
where  so  defined,  in  such  case  the  term 
‘base  period’  means  the  calendar  years  1938 
to  1939,  inclusive. 

“(3)  This  subsection  shall  not  apply  if  the 
excess-profits  credit  computed  under  section 
713,  without  the  application  of  this  section, 
or  under  section  714,  exceeds  the  amount  of 
the  credit  computed  under  this  subsection.” 

The  reasons  back  of  this  amendment 
are,  briefly  stated,  as  follows: 

First.  Mining  companies  as  a  rule  did 
not  have  sufficient  base-period  income  to 
serve  as  a  sufficient  credit  for  excess- 
profits  taxes. 

Second.  The  prices  of  metals  have  been 
stabilized  at  a  figure  very  little,  if  any, 
above  the  average  prices  over  a  period  of 
40  years.  The  industry  is  cooperating 
willingly  in  keeping  prices  of  metals  down 
during  the  emergency.  There  is  no  prof¬ 
iteering  in  the  mining  industry  in  the 
West. 

Third.  The  defense  authorities  are 
urging  increased  production  of  metals  in 
order  to  meet  requirements  for  weapons, 
plant  expansions,  and  civilian  demands. 

The  result  of  this  combination  is  that 
if  the  mining  companies  increase  produc¬ 
tion  by  taking  out  more  units  during  the 
emergency  than  over  the  base  period, 
they  will  receive  but  little  above  the  base 
period  price  per  unit,  and  yet  the  profits, 
because  of  increased  production,  will  be 
considerably  greater.  The  mining  indus¬ 
try  must  use  up  its  capital  in  its  produc¬ 
tion  of  units  of  metals  taken  out  under 
these  conditions,  and  the  capital  can 
never  be  replaced.  It  differs  from  the 
ordinary  industrial  enterprise  in  this  re¬ 
spect.  At  the  end  of  the  emergency  the 


mine  operator,  because  of  his  willingness 
to  comply  with  the  request  of  the  Gov¬ 
ernment  for  increased  production,  may 
see  his  mine  exhausted. 

Accordingly,  I  have  urged  an  amend¬ 
ment  to  H.  R.  5417  which  would  permit 
a  credit  based  upon  the  normal  profit 
per  unit  of  mine  production.  That  is, 
increased  profits  would  not  be  subject 
to  excess-profits  taxes  unless  there  were 
an  increased  price  per  unit  of  produc¬ 
tion.  The  following  example  will  dem¬ 
onstrate  what  I  am  asking  for: 

If  the  normal  production  of  a  mine 
was  10,000  tons  of  ore  for  a  normal  profit 
of  $2  per  ton  the  mine  would  have  a  total 
profit  of  $20,000.  If  because  of  the  need 
for  metals  for  defense  purposes  produc¬ 
tion  were  stepped  up  to  15,000  tons  at  the 
same  rate  of  profit — namely  $2  per  ton — 
the  mining  company  would  have  a  profit 
of  $30,000.  Under  the  proposed  amend¬ 
ment,  it  would  be  recognized  that  this 
represents  only  a  normal  profit  on  the 
units  produced  and  that  $30,000  would 
not  be  subject  to  excess-profits  tax.  If, 
on  the  other  hand,  the  profit  realized  on 
the  15,000  tons  were  to  be  $3  per  ton  or 
$45,000,  the  increased  profit  of  $1  per 
ton,  or  $15,000,  would  be  taxed  as  excess 
profits. 

The  Treasury  Department  has  prom¬ 
ised  that  this  very  just  demand  upon  the 
part  of  the  mining  industry  will  receive 
study,  and  that,  if  deemed  advisable, 
the  amendment  will  be  drafted  in  time 
for  insertion  in  the  next  revenue  bill. 
I  wish  it  understood  that  I  shall  urge 
this  amendment  both  as  a  matter  of 
justice  to  an  industry  which  is  essential 
to  cur  national  defense  and  as  a  means 
of  increasing  the  production  which  is  so 
sorely  needed  during  this  emergency. 

Mr.  DANAHER.  Mr.  President,  on 
the  night  of  June  19,  this  year,  House 
bill  4926  was  before  the  Senate.  It  was 
a  bill  making  appropriations  for  the  De¬ 
partment  of  Labor,  the  Federal  Security 
Agency,  and  related  independent  agen¬ 
cies,  for  the  fiscal  year  ending  June  30, 
1942.  The  measure  was  approved  by  the 
President  on  July  1,  1941. 

When  that  bill  came  to  the  Senate  from 
the  House  of  Representatives,  the  law 
then  on  the  books  pertaining  to  the  con¬ 
trol  of  the  unemployment  compensation 
service  and  the  unemployment  service  in 
the  several  States  followed  a  declara¬ 
tion  by  the  Congress  in  the  1940  law 
which  read,  insofar  as  it  is  pertinent  to 
the  present  discussion: 

Provided,  That  in  case  any  State  employ¬ 
ment  service  is  found  unable  to  render  ade¬ 
quate  service  in  connection  with  the  ful¬ 
fillment  of  this  program  this  appropriation 
shall  be  available  subject  to  the  approval  of 
such  Administrator — 

That  is,  the  Federal  Security  Adminis¬ 
trator — 

for  the  maintenance  of  special  employment 
facilities  and  services. 

There  was  no  hearing  on  the  point  to 
which  I  am  about  to  advert,  it  was  not 
before  the  House  of  Representatives,  it 
was  not  brought  before  the  Committee 
on  Appropriations  of  the  Senate,  it  was 
not  brought  before  the  subcommittee 
handling  the  bill,  but  as  the  Record  will 
show — and  I  now  will  read  from  page 
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5307 — an  amendment  was  offered.  Let 
me  read  the  amendment  by  which  the 
proviso  which  I  have  just  previously  read 
from  then  existing  law  was  elimi¬ 
nated,  and  in  lieu  thereof  there  was  sub¬ 
stituted  the  following: 

Provided  further,  That  such  portion  of  this 
appropriation  as  may  be  necessary  shall  be 
available  to  the  Social  Security  Board  for  all 
necessary  expenses  incurred  by  the  Boaid, 
including  personal  service  in  the  District 
of  Columbia — 

Mr.  President,  notice  these  words — 
and  elsewhere,  in  connection  with  the  opera¬ 
tion  of  employment-office  facilities  and  serv¬ 
ices  essential  to  expediting  the  national-de¬ 
fense  program. 

Mr.  President,  there  was  no  explana¬ 
tion  whatever  to  the  Senate,  there  was 
none  to  the  Congress  at  any  time,  nor 
was  there  any  notice  to  the  various  State 
employment  services  operating  through¬ 
out  the  various  States.  They  had  no 
notice  whatever  that  any  such  pending 
proposal  was  to  be  submitted.  Quite  the 
contrary;  those  who  had  made  inquiry 
as  to  whether  there  was  any  possibility 
of  such  a  thing  eventuating  in  the  Con¬ 
gress,  through  some  means  or  other  were 
dissuaded  from  pursuing  their  inquiries. 
The  net  result  was  that,  without  any 
notice  whatever  to  the  Congress,  this 
legislation  was  attached  to  an  appro¬ 
priation  bill,  and  fundamentally  the  en¬ 
tire  program  of  administration  of  the 
State  employment  services  was  altered 
by  the  insertion  of  the  two  words  “and 
elsewhere.’’ 

The  Federal  Security  Administration, 
acting  under  the  two  words  “and  else¬ 
where,”  has  already  gone  into  at  least  one 
State,  I  believe  has  already  contemplated 
going  or  negotiated  about  going  into  the 
State  of  the  chairman  of  the  Committee 
on  Finance,  the  Senator  from  Georgia 
[Mr.  George],  and  there  are  other  States 
to  which  the  Federal  Security  Adminis¬ 
trator  has  come,  by  virtue  of  the  words 
“and  elsewhere,”  seeking  to  obtain  and 
claiming  to  have  jurisdiction  over  the 
administration  of  unemployment  service 
within  those  States 

In  view  of  the  fact  that  there  are  pay¬ 
roll  deductions  in  the  several  States  for 
the  maintenance  of  the  services,  and  in 
view  of  the  fact  that  the  maintenance  of 
the  services  within  the  States  has  always 
been  a  matter  of  State  control,  the  un¬ 
fair  interposition  of  those  two  words  “and 
elsewhere”  has  wrought  a  fundamental 
change  in  the  law  without  any  notice 
whatever  to  the  Congress. 

Because  of  the  nature  of  that  particular 
result,  I  have  offered  the  pending  amend¬ 
ment,  which  would  as  Senators  will 
notice,  strike  out,  that  is.  by  way  of  re¬ 
peal,  the  words  “and  elsewhere”  in  con¬ 
nection  with  the  operation  of  the  employ¬ 
ment  facilities  and  services  essential  to 
expediting  the  national-defense  program. 

It  in  no  way  inveighs  against  the  opera¬ 
tion  of  the  Federal  Security  Adminis¬ 
trator  in  Washington,  it  will  not  in  any 
way  affect  the  service  he  has  heretofore 
rendered.  All  it  will  do  will  be  to  wipe 
cut  the  claim  to  jurisdiction  in  the  sev¬ 
eral  States  under  the  words  “and  else¬ 
where.” 

I  have  discussed  the  matter  briefly  with 
the  Senator  from  Georgia,  as  last  night 


I  suggested  might  be  a  feasible  way  to 
approach  the  problem,  and  I  believe  that 
what  I  have  had  to  say  will  be  a  sufficient 
record  notice  to  those  interested  to  real¬ 
ize  what  has  been  and  is  being  done  by 
way  of  the  language  to  which  I  object. 

Mr.  GEORGE.  Mr.  President,  as  chair¬ 
man  of  the  Committee  on  Finance,  so 
far  as  I  may  do  so  I  have  no  objection 
to  the  acceptance  of  the  amendment  to 
go  to  conference.  It  may  not  be  entirely 
germane  to  the  tax  bill,  but  it  is  germane 
in  a  degree  to  the  last  amendment  offered 
to  the  bill.  I  hope,  therefore,  that  the 
Senate  will  accept  the  amendment,  and 
let  it  go  to  conference. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Con¬ 
necticut  to  the  amendment  of  the  com¬ 
mittee. 

The  amendment  to  the  amendment  was 
agreed  to. 

The  amendment  as  amended  was 
agreed  to. 

Mr.  ANDREWS.  Mr.  President,  in  ex¬ 
planation  of  the  amendment  just  agreed 
to,  which  I  aided  in  drafting,  and  which 
becomes  title  VII,  providing  for  credit 
against  Federal  unemployment  taxes,  I 
ask  that  those  portions  of  pages  56  and 
57  of  the  majority  report  filed  by  the 
Senate  Committee  on  Finance  be  printed 
at  this  point  in  the  Record  to  show  the 
reasons  for  including  title  VII  in  the  bill. 

There  being  no  objection,  the  matter 
was  ordered  to  be  printed  in  the  Record, 
as  follows : 

TITLE  VII - CREDIT  AGAINST  FEDERAL  UNEMPLOY¬ 

MENT  TAXES 

Sec.  701.  Credit  against  Federal  unemploy¬ 
ment  taxes. 

This  section,  added  by  your  committee  to 
the  House  bill,  allows  further  time  within 
which  a  taxpayer  may  pay  contributions  into 
an  unemployment  fund  under  a  State  law 
and  obtain  credit  therefor  against  the  Fed¬ 
eral  unemployment  tax  for  1936,  1937,  1938, 
1939,  or  1940. 

In  each  of  the  past  3  years  a  similar  provi¬ 
sion  of  law  has  been  enacted.  However,  since 
this  tax  has  been  in  effect  for  more  than  5 
years,  a  period  in  which  taxpayers  have  had 
ample  opportunity  to  familiarize  themselves 
with  the  time  limitation  provided  in  the  per¬ 
manent  law  and  to  take  advantage  of  prior 
relief  legislation,  your  committee  states  that 
this  relief  legislation  should  be  the  last  of 
its  kind  to  be  enacted. 

Under  subsection  (a) ,  paragraph  (1),  credit 
is  allowable  against  the  tax  for  1936,  1937,  or 
1938,  imposed  by  title  IX  of  the  Social  Se¬ 
curity  Act,  for  contributions  paid  before  the 
sixtieth  day  after  the  date  of  enactment  of 
this  act,  if  credit  is  claimed  before  the  ex¬ 
piration  of  6  months  after  such  date  of  enact¬ 
ment.  If  the  contributions  are  paid  on  or 
after  December  7,  1940  (the  sixtieth  day  after 
the  date  of  enactment  of  the  Second  Revenue 
Act  of  1940,  containing  similar  relief  provi¬ 
sions  in  section  701  thereof),  the  credit  on 
account  of  such  contributions  is  limited  to 
90  percent  of  the  amount  which  would  have 
been  allowable  if  they  had  been  paid  before 
the  due  date  of  the  Federal  return.  Para¬ 
graphs  (2)  and  (3)  provide  in  certain  special 
cases  for  the  allowance  of  credit,  which  is  not 
subject  to  the  foregoing  limitations.  These 
paragraphs  continue  without  curtailment  the 
relief  heretofore  granted  in  these  cases  by 
section  902  (a)  (2)  and  (3)  of  the  Social  Se¬ 
curity  Act  amendments  of  1939  and  section 
701  (a)  (2)  and  (3)  of  the  Second  Revenue 
Act  of  1940. 

Subsection  (b)  provides  similar  relief  in 
the  case  of  the  tax  for  1939  or  1940  imposed 


by  the  Federal  Unemployment  Tax  Act  (sub¬ 
chapter  C,  chapter  9,  Internal  Revenue  Code) . 

Subsection  (c)  provides  for  refunds,  credits, 
and  abatements,  without  interest,  based  on 
the  credit  allowable  under  subsections  (a) 
and  (b).  It  also  provides  that  on  and  after 
the  date  of  enactment  of  this  act  no  refund, 
credit,  or  abatement  shall  be  allowed  which 
is  based  on  any  credit  allowable  under  cer¬ 
tain  prior  relief  legislation;  that  is,  section 
810  of  the  Revenue  Act  of  1938,  section  902 
(a)  of  the  Social  Security  Act  amendments 
of  1939,  and  section  701  of  the  Second  Reve¬ 
nue  Act  of  1940.  This  section  does  not  affect 
any  credit  for  contributions  paid  which  is 
allowable  solely  by  reason  of  the  provisions 
of  section  902  of  the  Social  Security  Act  or 
section  1601  of  the  Federal  Unemployment 
Tax  Act. 

Mr.  BARKLEY.  Mr.  President,  I  in¬ 
quire  what  is  the  business  pending  before 
the  Senate? 

Mr.  ADAMS.  Mr.  President - 

Mr.  GEORGE.  If  I  may  say  so,  we 
have  come  to  the  last  committee  amend¬ 
ment  to  the  bill,  and  it  is  the  only  com¬ 
mittee  amendment  to  be  offered,  so  far  as 
I  am  now  advised,  although  there  are 
some  technical  amendments  which  the 
Treasury  and  the  staff  will  desire  to  offer 
before  the  consideration  of  the  bill  is 
finally  concluded.  The  sole  remaining 
amendment  is  the  one  on  page  32,  relat¬ 
ing  to  the  taxing  of  community-property 
income.  I  ask  that  that  amendment  be 
laid  before  the  Senate  so  that  it  may  be 
pending. 

Mr.  ADAMS.  Let  me  make  a  state¬ 
ment  to  the  Senator  from  Georgia  as  to 
my  situation.  As  a  matter  of  duty  I  shall 
be  compelled  to  leave  town  tonight  to 
attend  the  funeral  of  the  late  Represent¬ 
ative  Taylor,  of  Colorado.  Would  it  be 
possible  for  me  to  submit  an  amendment 
at  this  time,  so  that  I  may  present  it? 

Mr.  GEORGE.  It  is  quite  agreeable, 
I  merely  ask  that  the  amendment  to 
which  I  have  referred  be  laid  before  the 
Senate,  not  for  the  purpose  of  discussion. 
If  the  Senator  will  allow  the  amendment 
to  be  stated  merely  by  title,  then  he  may 
proceed. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated. 

The  Chief  Clerk.  On  page  32,  after 
line  3,  it  is  proposed  to  insert  the  fol¬ 
lowing: 

Sec.  119.  Community  income. 

The  Internal  Revenue  Code  is  amended  by 
inserting  after  section  28  the  following  new 
section : 

“Sec.  29.  Community  income. 

“For  the  purpose  of  determining  the  in¬ 
come-tax  liability  of  any  individual: 

“(a)  Income  earned  by  each  spouse 
(whether  or  not  treated  as  community  prop¬ 
erty  under  the  State  law)  shall  be  considered 
as  the  income  of  the  earner  thereof. 

“(b)  Income  derived  from  property  of  the 
marital  community  (except  such  property  as 
constitutes  either  income  derived  from  the 
separate  property  of  either  spouse  or  property 
acquired  therewith)  shall  be  considered  as 
the  income  of  the  spouse  who  has  the  man¬ 
agement  and  control  thereof  under  the  law 
of  the  jurisdiction  in  which  the  marital  com¬ 
munity  exists. 

“(c)  In  case  the  spouses  elect  to  file  sepa¬ 
rate  returns,  the  spouse  required  under  this 
section  to  treat  such  income  as  his  individual 
income  shall  alone  be  entitled  to  the  deduc¬ 
tions  and  credits  allowed  under  this  chapter 
which  are  properly  allocable  to  such  income.” 

Mr.  McCARRAN  subsequently  said: 
Mr.  President,  I  ask  that  there  be  in- 
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serted  in  the  Record  immediately  follow- 
!  ing  the  remarks  of  the  Senator  from 
Georgia  [Mr.  George],  so  it  may  be 
before  the  Senate,  a  letter  addressed  by 
me  to  Representative  Fred  M.  Vinson, 
chairman  of  the  subcommittee  of  the 
Committee  on  Ways  and  Means  of  the 
House  of  Representatives,  of  date  Sep¬ 
tember  15,  1937,  bearing  on  the  subject 
of  the  amendment  which  is  to  be  con¬ 
sidered  tomorrow.  I  ask  that  the  letter 
be  inserted  in  the  Record  in  full. 

The  PRESIDING  OFFICER  (Mr. 
Smathers  in  the  chair) .  Without  objec¬ 
tion,  it  is  so  ordered. 

The  letter  is  as  follows: 

United  States  Senate, 

Committee  on  Appropriations, 
Washington,  D.  C„  September  15,  1937. 
Hon.  Fred  M.  Vinson, 

Chairman  of  Subcommittee, 

Ways  and  Means  Committee, 

House  of  Representatives, 

Washington,  D  C. 

My  Dear  Chairman  Vinson  :  On  some  oc¬ 
casions  in  the  past  the  press  has  carried  ex¬ 
pressions  indicating  that  there  are  those  in 
your  committee  and  elsewhere  who  might  be 
of  the  opinion  that  the  citizens  of  commu¬ 
nity-property  States  were  chargeable  with  a 
so-called  loophole  through  which  taxes  in 
these  States  might  be  escaped.  I  understand 
that  your  subcommittee  may  investigate  the 
matter  of  income  taxes  in  community-prop¬ 
erty  States,  and  I  desire  to  submit  to  you 
some  of  my  views  on  the  subject,  resisting 
as  I  do  any  change  of  policy 

First,  may  I  say  that  Nevada  is  one  of  the 
community-property  States,  the  others  being 
Louisiana,  Arizona,  California,  Texas,  Idaho, 
New  Mexico,  and  Washington. 

Under  the  community-property  law  either 
spouse  in  a  marital  status  has  a  vested  prop¬ 
erty  right  in  all  of  the  community  property, 
including  the  income  therefrom,  likewise  in 
the  salary  or  wages  of  either  husband  or  wife. 

The  question  involved  in  community  prop¬ 
erty  in  the  United  States  is  both  historic  and 
statutory  in  its  origin.  The  historical  side 
of  this  question  is  most  interesting  and  stu¬ 
dents  of  the  subject  who  have  given  us  the 
benefit  of  their  study  and  writings  have 
thrown  much  light  and  clarification  on  the 
matter. 

A  cursory  reading  of  the  history  would  lead 
one  to  believe  that  the  community-property 
lav’  was  of  Spanish  origin,  but  a  more  per¬ 
sistent  study  leads  one  to  tb  i  conclusion  that 
the  law,  as  we  know  it  in  the  western  world, 
is  of  Germanic  origin  and  is  the  result  of  the 
evolution  of  early  Germanic  customs  and 
forms  into  laws  regulating  family  relations. 
These  customs  and  laws,  according  to  our  best 
authorities,  were  carried  into  Spain  by  tribal 
and  Visigothic  movements  in  the  early  Chris¬ 
tian  centuries  and  were  implanted  in  the 
Spanish  peninsula  on  the  occasion  of  the 
conquest  of  that  part  of  Europe. 

We  find  the  early  community-property  law 
emphaticaly  set  out  in  the  Code  of  Euric  as 
the  same  was  made,  through  conquest  of  ter¬ 
ritory,  the  law  of  early  Spain;  and  we  find 
this  early  code  followed  by  the  Spanish  law 
or  code  called  Fuero  Juzgo.  The  law  itself 
took  on  various  forms  during  the  Spanish 
succession,  but  at  no  time  did  it  lose  its  origi¬ 
nal  nature  nor  its  original  method  of  opera¬ 
tion.  For  instance,  we  find  the  law  set  out  in 
1506  in  a  Spanish  codification  entitled  “Cortes 
of  Toro.”  Another  code  promulgated  by 
Philip  the  Second  in  1567  and  another  put 
forth  by  Charles  the  Second  of  Spain  in  1680, 
each  in  turn  carried  the  emphatic  expression 
“law  of  community  property,”  as  we  now  term 
It,  which  laws  and  codes  in  general  terms 
made  clear  distinction  between  the  property 
of  the  husband,  the  property  of  the  wife,  and 
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property  acquired  or  accumulated  by  the 
community  coverture. 

Briefly  stated,  the  law  of  Spain,  as  we  find 
it  passing  down  through  its  history,  became 
the  law  of  the  Spanish  territory  in  the  west¬ 
ern  world.  The  code  called  the  Cortes  of 
Toro  published  in  1506,  and  the  code  Nueva 
Recopilacion  of  1567,  and  the  code  of  1680 
published  by  Charles  the  Second  of  Spain  and 
styled  Recopilacion  de  Indies,  all  made  em¬ 
phatic  pronouncements  that  in  the  territories 
under  the  Spanish  flag  th  laws  of  Castile 
must  be  observed.  It  was  in  this  way  that 
the  civil  law  rf  Spain  became  a  part  of  the 
law  of  Spanish  America;  and  hence  the  law 
governing  conjugal  property,  or,  as  we  term 
it,  community  property,  became  the  law  of 
Mexico  and  remained  so  with  varying  local 
changes  until  the  independence  of  Mexico 
was  achieved  in  1821. 

The  spirit  of  the  community-property  law, 
as  it  was  recognized  in  Mexico,  is  fairly  stated 
in  a  publication  having  a  date  as  late  as  1888, 
in  which  the  Mexican  commentator  expresses 
himself  thus  [  translation  ] : 

“There  being  common  to  both  consorts  the 
hardships  and  sufferings  which  life  brings 
with  it  and  together  equally  dividing  the  sac¬ 
rifices  and  efforts  necessary  to  overcome  them, 
it  is  just  and  natural  that  there  be  likewise 
common  the  profits  which  may  come  to  the 
consorts,  basing  itself  solely  on  this,  without 
regard  to  the  greater  or  less  wealth  which 
either  of  the  consorts  may  bring  to  the  mar¬ 
riage.” 

I  will  not  attempt  to  burden  you  with  ihe 
distinction  that  will  be  found  in  organic  and 
statutory  laws  of  the  respective  States  of  the 
Union,  as,  for  instance,  the  law  of  Louisiana 
may  differ  from  the  law  of  California,  each 
being  community-property  States,  the  former 
having  both  French  and  Spanish  flavor;  and 
in  turn  the  law  of  Washington  may  differ 
from  that  of  other  States,  but  in  essentials 
they  take  their  spirit  from  the  same  source. 
My  purpose  in  dealing  primarily  with  the 
history  of  the  law  of  community  property 
is  to  emphasize  to  you  and  to  your  committee 
that  the  States  in  which  community-property 
law  exists  acquired  that  law  from  the  original 
sovereignty  controlling  the  territory  out  of 
which  these  States  were  respectively  formed, 
or  from  the  civil  law,  as  distinguished  from 
the  common  law.  For  example,  I  respectfully 
draw  your  attention  to  the  history  of  the  law 
of  the  State  of  Texas,  in  which  we  find 
the  rule  of  community  property  prevailing, 
because  when  Texas  became  independent 
from  Mexico  and  came  into  the  United  States, 
that  State  retained  her  laws  of  community 
property  while  at  the  same  time  she  adopted 
the  common  law  in  almost  every  other  re¬ 
spect. 

The  Treaty  of  Guadalupe  Hidalgo,  closing 
the  Mexican  War,  brought  to  the  United 
States  the  territory  now  embraced  within  the 
States  of  New  Mexico.  Arizona,  California, 
Idaho,  and  Nevada,  in  all  of  which  territory 
and  the  States  carved  out  of  the  same,  the 
law  of  community  property,  as  it  had  pre¬ 
vailed  under  the  rule  of  Mexico,  and  as  the 
same  had  been  transmitted  to  Mexico  by  the 
parent  country,  Spain,  was  retained.  In 
nearly  every  one  of  these  States,  when  they 
became  States,  the  common  lav/  was  adopted, 
but  notwithstanding  the  adoption  of  the 
common  law,  the  wife’s  status  in  respect  to 
matrimonial  property  was  excluded  and  her 
rights  in  such  property  as  they  existed  under 
the  Spanish  and  Mexican  domination,  were 
recognized,  retained,  and  protected.  In  this 
respect  I  would  draw  your  attention  to  the 
decisions  of  the  Supreme  Court  in  the  case 
of  Botillcr  v.  Dominquez,  130  U.  S.  238;  La 
Tourette  v.  La  Tourette,  15  Arizona  200;  and 
Blum  v.  Warden,  270  Federal  309. 

It  might  be  at  the  hazard  of  your  patience 
were  I  to  go  into  the  detail  of  the  law  appli¬ 
cable  to  the  several  States  in  which  the  com¬ 
munity-property  law  exists.  Suffice  it  to  say 


that  in  Louisiana,  by  reason  of  its  history,  the 
territory  first  being  under  French  dominance, 
later  under  Spanish,  and  still  later  under 
French  dominance,  we  find  the  Code  Napoleon, 
so  styled,  combined  with  the  Spanish  Codes 
and  again  modified  by  statutory  provision 
when  the  State  became  a  part  of  the  Union. 
Nevertheless,  we  find  the  community-prop¬ 
erty  law  existent. 

In  Texas  and  California,  the  territory  being 
originally  a  part  of  the  territory  of  Mexico, 
we  find  the  community  system  of  Spain  and 
Mexico  carried  to  a  great  extent  into  the 
organic  law  and  provisions  for  its  operation 
made  by  statutory  enactment.  In  the  States 
of  New  Mexico,  Arizona,  and  Nevada  the  com¬ 
munity-property  law  exists  almost  in  its 
purity,  as  it  existed  under  the  Mexican  sov¬ 
ereignty. 

A  decision  rendered  by  the  Supreme  Court 
of  the  State  of  California  entitled  “In  re 
Moffitt’s  Estate”  has  been  almost  unani¬ 
mously  repudiated  not  only  by  the  very  court 
that  rendered  it  but  by  other  courts  and 
commentators  as  well  (the  California  courts 
were  in  complete  disruption  due  to  the  ca¬ 
tastrophe  of  fire  and  earthquake) .  There  the 
court  made  the  following  startling  announce¬ 
ment: 

“That  the  interest  of  the  wife  in  the  com¬ 
munity  property  during  the  lifetime  of  her 
husband  is  only  an  expectancy  and  that  on 
his  death  she  takes  it  as  an  heir.” 

This  decision  was  repudiated  by  the  courts 
of  California  in  a  later  case  of  Stewart  v. 
Stewart  (249  Pac.  197).  The  act  of  the  Leg¬ 
islature  of  California  might  also  be  construed 
as  repudiation. 

The  Supreme  Court  of  Nevada — the  State  I 
represent — refused  to  follow  the  Moffitt  case 
when  it  rendered  the  decision  in  the  matter 
of  the  Estate  of  Warren  Williams,  which 
decision  is  now  the  ruling  case  in  that  juris¬ 
diction,  and  to  which  I  hereafter  refer. 

The  States  of  Florida,  Missouri,  Arkansas, 
Iowa,  and  Mississippi,  in  which  either  the 
Spanish  community-property  law  or  the 
French  community-property  law  originally 
prevailed,  have  adopted  the  common  law. 
Louisiana,  however,  retains  to  this  day  the 
spirit  of  the  Spanish  law  modified  by  the 
Code  Napoleon. 

Nevada,  like  other  Western  States,  retained 
the  spirit  of  the  Spanish  law  as  the  same 
prevailed  when  the  territory  was  ceded  to  the 
United  States,  and  we  find  in  the  Constitu¬ 
tion  of  Nevada  the  provision: 

“All  property,  both  real  and  personal,  of 
the  wife,  owned  or  claimed  by  her  before 
marriage,  and  that  acquired  afterward  by 
gift,  devise,  or  descent,  shall  be  her  separate 
property;  and  laws  shall  be  passed  more 
clearly  defining  the  rights  of  the  wife  in  re¬ 
lation,  as  well  to  her  separate  property,  as  to 
that  held  in  common  with  her  husband. 
Laws  shall  also  be  passed  providing  for  the 
registration  of  the  wife’s  separate  property.” 

The  statutes  of  Nevada  carry  out  the  full 
spirit  and  intent  of  the  organic  law  and  the 
full  spirit  and  intent  of  the  law  of  com¬ 
munity  property,  as  the  same  existed  in  the 
territory  embraced  within  the  confines  of  the 
State  when  that  territory  was  a  part  of  the 
Mexican  possessions. 

As  a  member  of  the  court  of  last  resort  of 
the  State  of  Nevada,  it  was  my  privilege  to 
make  a  special  study  of  this  subject  and  to 
write  the  opinion  and  decision  of  that  court 
in  the  matter  of  the  Estate  of  Warren  W. 
Williams,  Deceased  (40  Nev  241),  and  in  the 
opinion  the  court  dwelt  at  length  with  the 
subject  of  community  property,  its  nature 
and  existence.  This  opinion  took  into  con¬ 
sideration  the  history  of  the  law  of  com¬ 
munity  property  and  the  constitutional  and 
statutory  provisions  of  the  State,  and  there 
we  took  occasion  to  express: 

“From  all  our  statutory  enactments  bear¬ 
ing  upon  the  subject  of  the  relation  of  hus¬ 
band  and  wife,  and  especially  from  those 
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having  to  do  with  the  acquisition,  retention, 
and  disposition  of  community  property,  we 
are  unable  to  arrive  at  a  conclusion  that  the 
constitution  framers  and  the  legislature,  in 
establishing  the  community  system  and  in 
promulgating  the  laws  defining  the  rights  of 
husband  and  wife  as  to  property  thus  held, 
intended  other  than  that  the  wife  should 
have  an  interest  in  the  property  acquired  by 
the  joint  efforts  of  the  community,  which 
interest,  while  it  should  remain  in  a  sense 
indistinguishable  during  the  existence  of  the 
community,  was  nevertheless  a  property  in¬ 
terest  of  which  she  was,  at  all  times, 
possessed.” 

And  again  we  said: 

“It  may,  we  think,  be  asserted,  supported 
by  the  great  weight  of  authority,  that  the 
interest  of  the  wife  in  the  community  prop¬ 
erty  and  her  title  thereto,  is  no  less  than 
that  held  by  the  husband,  and  is  such  a 
title  in  the  wife  as  not  to  be  regarded  as 
a  mere  expectancy.” 

The  Attorney  General  in  response  to  the 
inquiry  of  the  Department  concluded  as  to 
all  community  property  States,  including 
Arizona,  Louisiana,  Washington,  Idaho,  New 
Mexico,  and  Nevada,  that  “The  husband  and 
wife  domiciled  therein,  in  rendering  separate 
income-tax  returns,  may  each  report  as 
gross  income,  one-half  of  the  income  which, 
under  the  laws  of  the  respective  States,  be¬ 
comes  simultaneously  with  its  receipt,  com¬ 
munity  property.”  (Opinion  of  Attorney 
General,  32,  p.  435.) 

The  Supreme  Court  of  the  United  States 
has  announced  the  rule  that  where  the  State 
decisions  have  interpreted  State  laws  govern¬ 
ing  property  or  controlling  relations  that 
are  essentially  of  a  domestic  and  State  na¬ 
ture,  such  decisions  will  be  followed  if  possi¬ 
ble  ( Warburton  v.  White,  176  U.  S.  484). 

It  is  scarcely  necessary  for  me  to  draw  your 
attention  to  the  ruling  of  the  Internal  Reve¬ 
nue  Department  which  is,  as  I  understand 
it,  in  substance  that  the  rule  of  separate  re¬ 
turns  by  husband  and  wife  as  to  community- 
property  earnings,  is  to  be  applied  as  the  law 
is  construed  by  the  courts  of  last  resort  of 
the  respective  community -property  States. 

In  the  case  of  Poe  v.  Seabury  (282  U.  S. 
101),  Mr.  Justice  Roberts  speaking  for  the 
Supreme  Court  as  to  the  right  of  the  hus¬ 
band  and  wife  to  make  separate  returns  un¬ 
der  the  community-property  law  of  Wash¬ 
ington  said:  “*  *  *  it  must  suffice  to  say 

that  it  is  clear  the  wife  has  in  Washington  a 
vested  property  right  in  the  community 
property,  equal  with  that  of  her  husband, 
and  in  the  income  of  the  community  in¬ 
cluding  salaries  or  wages  of  either  husband 
or  wife,  or  both.” 

I  trust  that  I  will  not  have  taxed  your 
patience  in  this  rather  lengthy  communica¬ 
tion,  but  that  by  expressing  myself  as  I  have 
here,  I  may  emphasize  the  fact  that  any 
attempt  on  the  part  of  Congress  to  interfere 
with  the  present  ruie  permitting  husband 
and  wife  to  make  separate  tax  returns  each 
reflecting  one-half  of  the  community  income, 
will  be  resisted  by  everything  within  my 
power,  and  I  know  that  in  this  I  will  be 
joined  by  the  other  community-property 
States. 

If  the  community-property  States  of  the 
Union  see  fit  to  extend  to  married  women 
more  definite  and  certain  rights  in  the  earn¬ 
ings  and  accumulations  of  the  community 
effort,  certainly  it  is  not  the  part  of  justice 
and  fair  play  that  these  States,  while  ex¬ 
tending  these  rights  to  their  citizens,  shall 
be  punished  therefor,  or  compelled  to  aban¬ 
don  their  laws,  the  policy  of  which  is  even 
older  than  the  States  themselves,  nor  that 
the  Federal  Government  shall  construe  the 
law  other  than  as  the  same  has  been  construed 
by  the  courts  of  last  resort  of  those  respec¬ 
tive  States  and  by  the  Supreme  Court  of  the 
United  States. 


'  In  conclusion : 

The  law  of  community  property  came  to 
the  States  as  a  part  of  the  law  of  the  land 
before  they  were  States 

The  law  of  community  property  was  writ¬ 
ten  into  the  organic  law  of  the  States,  ap¬ 
proved  by  Congress  when  the  States  were 
admitted  into  the  Union. 

The  legislatures  of  the  States  enacted  laws 
carrying  out  the  spirit  of  the  law  as  it  had 
existed  and  as  their  constitutions  pronounced. 

The  courts  of  the  States  have  applied  and 
construed  the  law  of  community  property  in 
keeping  with  the  spirit  of  its  fundamental 
principle. 

The  Supreme  Court  of  the  United  States 
has  recognized  the  fundamentals  and  laws  of 
the  States  and  has  repronounced  the  doctrine 
as  it  was  in  the  beginning. 

Under  the  community-property  law  the 
husband  and  wife  respectively  have  and  hold 
each  a  vested  right  in  and  to  one-half  of  the 
property  acquired  by  community  effort  and 
the  accretions  thereof,  including  wages  and 
salaries — this  is  a  legal  fact,  not  a  fiction. 

Under  the  community-property  law  and  in 
community-property  States  the  husband  and 
the  wife  may  each  file  returns  reflecting  as 
taxable  income  one-half  of  the  whole  income 
of  the  community  established  by  their  mari¬ 
tal  status. 

Any  attempt  on  the  part  of  Congress  to 
change  this  condition  as  crystallized  into  the 
laws  of  the  respective  States  would  be  a  dis¬ 
crimination  and  otherwise  unconstitutional. 

Thanking  you  for  your  courtesy  in  this 
matter,  I  am, 

Sincerely  yours, 

Pat  McCarran. 

Note. — -The  Supreme  Court  of  the  United 
States  in  the  case  of  Hoeper  v.  The  Tax  Com¬ 
mission  (284  U.  S.  206),  held  in  no  uncertain 
terms  that  a  tax  based  on  an  enforced  joint 
return  is  illegal,  arbitrary,  and  capricious.  In 
this  decision  it  will  be  noted  that  the  Court, 
although  dealing  with  the  statute  of  the  State 
of  Wisconsin,  did  not  hesitate  to  quote  the 
case  of  Knowlton  v.  Moore  (187  U.  S.  41), 
which  in  turn  dealt  directly  with  a  Federal 
statute. 

Mr.  ADAMS.  Mr.  President,  a  prob¬ 
lem  has  arisen  in  connection  with  the 
interpretation  of  the  revenue  code  as  to 
deductions.  It  had  been  commonly  un¬ 
derstood  that  all  the  expenses  of  the 
taxpayer  in  connection  with  his  business 
affairs  were  deductible.  The  language 
of  the  statute  is  that  there  may  be 
deducted — 

all  the  ordinary  and  necessary  expenses  paid 
or  incurred  during  the  taxable  year  in  carry¬ 
ing  on  any  trade  or  business. 

I  can  illustrate  the  question  which  has 
arisen  by  the  case  of  a  woman  in  my 
State  who  by  reason  of  inheritance  had 
come  into  possession  of  a  certain  amount 
of  stocks  and  bonds.  She  was  buying 
defense  bonds  and  other  Government 
bonds.  She  lacked  the  business  ability 
to  manage  her  financial  affairs,  and  em¬ 
ployed  a  secretary  to  look  after  these 
purchases  for  her,  to  keep  her  income- 
tax  data,  and  to  make  the  return.  The 
Supreme  Court  of  the  United  States  has 
interpreted  the  clause  which  I  read  as 
denying  the  right  of  deduction  in  such 
cases.  They  have  said  that  the  only  de¬ 
duction  which  can  be  made  is  when  the 
taxpayer  is  actually  engaged  in  some 
business.  That  if  the  taxpayer  is  merely 
looking  after  his  own  business  affairs  he 
may  not  deduct  expenses  necessarily  in¬ 
curred  in  looking  after  his  own  business 
affairs.  In  other  words,  if  the  taxpayer 


is  running  a  fruit  stand  or  a  grocery 
store  and  employs  someone  to  keep  his 
books,  he  may  deduct  that  expense.  On 
the  other  hand,  if  he  is  buying  stocks 
and  Government  bonds  for  his  own  use 
the  expenses  of  his  secretary  and  ac¬ 
countant  may  not  be  deducted. 

Mr.  GEORGE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  ADAMS.  I  yield. 

Mr.  GEORGE.  I  presume  the  Senator 
is  offering  an  amendment,  or  intends  to 
offer  an  amendment. 

Mr.  ADAMS.  I  have  the  amendment 
on  the  desk  and  I  wish  to  offer  it. 

Mr.  GEORGE.  The  Senator  wishes  to 
offer  an  amendment  to  correct  or  at  least 
to  change  the  effect  of  the  ruling  in  the 
Higgins  and  other  similar  cases? 

Mr.  ADAMS.  Yes. 

Mr.  GEORGE.  I  do  not  think  there  is 
any  doubt  that  the  Treasury  is  agreed 
that  some  relief  should  be  given  in  the 
situation  described  by  the  Senator  from 
Colorado.  The  Finance  Committee  did 
not  take  up  that  matter  and  many  other 
similar  matters  which  might  well  have 
been  corrected,  because  it  is  intended  to 
bring  into  the  House  at  a  reasonably 
early  date  an  administrative  bill  contain¬ 
ing  many  administrative  amendments 
and  technical  amendments  to  the  various 
provisions  of  the  revenue  laws,  at  which 
time  it  is  intended  to  cover  exactly  the 
situation  which  the  Senator  from  Colo¬ 
rado  has  in  mind. 

Mr.  ADAMS.  Mr.  President,  would  the 
Senator  be  willing  for  the  Senate  to  agree 
to  this  amendment  so  that  it  may  be 
further  considered  in  conference? 

Mr.  GEORGE.  I  would  be  very  happy 
to  do  so.  I  have  not  seen  the  amend¬ 
ment.  But  I  wish  to  explain  to  the  Sen¬ 
ator  that  the  House  Committee  on  Ways 
and  Means  did  not  consider  all  what 
might  be  called  technical  amendments 
or  administrative  amendments,  and  very 
naturally  the  conferees  on  the  part  of 
the  House  will  not  be  disposed  to  con¬ 
sider,  or  to  consider  favorably,  amend¬ 
ments  which  Senators  on  the  committee 
desired  to  offer  for  themselves  or  on  be¬ 
half  of  many  of  their  colleagues,  and 
were  dissuaded  from  doing  so  because  of 
the  certainty  that  the  other  bill  to  which 
I  have  referred  would  come  before  the 
Senate  and  give  them  an  opportunity  to 
present  such  amendments. 

Mr.  ADAMS.  The  Senator  will  recog¬ 
nize  that,  while  in  one  sense  this  amend¬ 
ment  is  technical,  it  is  in  another  sense 
of  substantial  importance  to  many  tax¬ 
payers. 

Mr.  GEORGE.  I  have  not  had  a 
chance  to  read  the  amendment.  I  un¬ 
derstand  what  the  Senator  has  in  mind, 
and  the  Senator,  as  I  understand,  is 
compelled  to  leave  the  city  on  account 
of  the  death  of  Representative  Taylor. 

Mr.  ADAMS.  I  am  compelled  to  leave 
the  city  tonight  for  Colorado. 

Mr.  CONNALLY.  Mr  President,  the 
Sergeant  at  Arms  has  just  advised  me 
that  the  date  has  been  changed,  and 
Senators  and  Representatives  will  leave 
tomorrow  night  for  Colorado. 

Mr.  GEORGE.  If  that  is  so,  I  wish  the 
Senator  from  Colorado  would  permit  his 
amendment  to  lie  over,  if  that  is  agree¬ 
able  to  him. 
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Mr.  ADAMS.  Yes;  and  the  amend¬ 
ment  will  be  printed,  so  it  will  be  avail¬ 
able  tomorrow. 

Mr.  GEORGE.  I  will  discuss  the  mat¬ 
ter  with  the  Senator  tomorrow. 

Mr.  CONNALLY.  The  Senator  from 
Texas  would  like  to  say  to  the  Senator 
from  Colorado  that  the  Senator  from 
Texas  brought  this  identical  matter  up 
in  the  Committee  on  Finance.  It  was 
agreed  by  the  Treasury  Department  that 
the  situation  ought  to  be  corrected,  it 
was  agreed  to  by  the  committee  that  it 
ought  to  be  corrected,  and  it  was  in  gen¬ 
eral  agreement  that  the  correction  should 
be  made.  I  have  not  read  the  Senator’s 
amendment,  but,  as  I  understand,  it  is 
presented  because  of  the  ruling  made  by 
the  Supreme  Court  in  the  Higgins  case 
and  two  other  cases  which  I  cited  to  the 
committee.  As  the  Senator  from  Geor¬ 
gia  stated,  it  was  unanimously  agreed 
by  everybody  that  this  correction  would 
be  made  when  we  took  up  the  adminis¬ 
trative  bill.  I  am  not  against  the  amend¬ 
ment  proposed  by  the  Senator  from  Colo¬ 
rado.  I  insisted  on  it  being  included  in 
the  bill,  but  the  committee  voted  me 
down. 

Mr.  ADAMS.  Mr.  President,  the  Sen¬ 
ator  agrees  that  if  there  is  something 
which  needs  correcting,  and  something 
that  should  be  done  for  the  benefit  of 
the  taxpayers,  we  should  do  it. 

Mr.  CONNALLY.  I  was  about  to  say 
how  much  more  effective  the  Senator 
from  Colorado  probably  will  be  with  the 
whole  Senate  than  the  Senator  from 
Texas  was  with  the  Finance  Committee. 

Mr.  ADAMS.  I  wish  that  could  be 
true. 

Mr.  CONNALLY.  The  Senator  from 
Texas  has  had  very  poor  success  with 
the  Finance  Committee. 

Mr.  ADAMS.  The  Senator  from  Texas 
had  some  other  matters  which  occupied 
him  a  good  deal,  I  think. 

Mr.  BARKLEY.  Mr.  President,  I  de¬ 
sire  to  move  to  lay  on  the  table  the 
motion  of  the  Senator  from  Illinois  [Mr. 
Lucas]  to  reconsider  the  vote  by  which 
the  committee  amendment  on  page  105, 
as  amended  by  the  amendment  offered 
by  the  Senator  from  Nevada  [Mr. 
Bunker],  was  adopted. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  I  suggest  the  absence  of  a  quorum. 

Mr.  BARKLEY.  I  do  not  suggest  that 
that  motion  be  acted  upon,  but  that  the 
motion  be  pending  tomorrow.  That  mo¬ 
tion  is  made. 

The  PRESIDING  OFFICER  (Mr. 
Bunker  in  the  chair).  The  question  is 
on  agreeing  to  the - 

Mr.  BARKLEY.  No,  no;  I  am  not 
asking  that  the  motion  be  agreed  to  now. 
I  make  the  motion  so  that  it  will  be  the 
pending  motion  when  we  meet  tomorrow. 

The  PRESIDING  OFFICER.  Without 
objection,  action  on  the  motion  will  be 
postponed  until  tomorrow. 
CONFIRMATION  ~OF  POSTMASTER  NOR 
NATIONS 

Mr.  BARKLEY.  Mi1: 'President,  I  ask 
unanimouscoiiseffE  that  as  in  executive 
sessioxw^ftenominations  on  the  Execu- 
Calendar  be  now  considered. 
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The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered.  The  clerk 
will  state  the  nominations  on  the  calen¬ 
dar.  v 

■  The  legislative  clerk  proceeded  to  read 
the  nominations  of  sundry  postmasters. 

The  PRESIDING  OFFICER.  Without 
objection, Hhe  nominations  of  postmas¬ 
ters  are  confirmed  en  bloc. 

DEATH  OF  REPRESENTATIVE  TAYLOR,  OF 
, COLORADO 

The  PRESIDING  OFFICER  laid  before 
the  Senate  the  following  resolution  (H. 
Res.  301)  from  the  House  of  Representa¬ 
tives,  which  was  read: 

In  the  House  of  Representatives, 

\  September  4,  1941. 

Resolved,  That  the  Hbpise  has  heard  with 
profound  sorrow  of  the  death  of  Hon.  Edward 
T.  Taylor,  a  Representative,  from  the  State  of 
Colorado. 

Resolved,  That  a  committee  of  25  Members 
of  the  House  with  such  Members  of  the  Sen¬ 
ate  as  may  be  joined  be  appointed  to  attend 
the  funeral. 

Resolved,  That  the  Sergeant  at  Arms  of  the 
House  be  authorized  and  directed  to  take 
such  steps  as  may  be  necessary  for  carrying 
out  the  provision  of  these  resolutions  and 
that  the  necessary  expenses  in  connection 
therewith  be  paid  out  of  the  contingent  fund 
of  the  House. 

Resolved,  That  the  Clerk  communicate 
these  resolutions  to  the  Senate  and  transmit 
a  copy  thereof  to  the  family  of  the  deceased. 

Resolved,  That  as  a  further  mark  of  respect 
the  House  do  now  adjourn. 

Mr.  ADAMS.  Mr.  President,  I  send  to 
the  desk  a  resolution,  which  I  ask  to  have 
read,  and  for  which  I  ask  present  con¬ 
sideration. 

The  PRESIDING  OFFICER.  The  res¬ 
olution  will  be  read. 

The  resolution  (S.  Res.  160)  was  read, 
considered  by  unanimous  consent,  and 
unanimously  agreed  to,  as  follows: 

Resolved,  That  the  Senate  has  heard  with 
profound  sorrow  the  announcement  of  the 
death  of  Hon.  Edward  T.  Taylor,  late  a 
(Representative  from  the  State  of  Colorado. 

Resolved,  That  a  committee  of  five  Sena¬ 
tors  be  appointed  by  the  Presiding  Officer  to 
join  the  committee  appointed  on  the  part 
Of  the  House  of  Representatives  to  attend 
the  funeral  of  the  deceasety  Representative. 

Resolved,  That  the  Secretary  communicate 
these  resolutions  to  the  House  of  Represent¬ 
atives  and  transmit  a  copy  thereof  to  the 
family  of  the  deceased. 

Under  the  second  resolving  clause,  the 
Presiding  Officer  aEppointed  the  Sena¬ 
tors  from  Colorado  [Mr.  Adams  and  Mr. 
Johnson],  the  Senator  from  New  Mex¬ 
ico  [Mr.  ChaveZ]  the  Senator  from  Ne¬ 
vada  [Mr.  Bunker]  ,  and  the  Senator 
from  Utah  [Mr.  Murdock]  the  commit¬ 
tee  on  the  part  of  the  Senate  to  join 
the  committee  on  the  part  of  the  House 
to  attend  the  funeral  of  the  deceased 
Representative. 

Mr.  ADAMS.  Mr.  President,  as  a  fur¬ 
ther  mark  of  respect  to  the  memory  of 
the  deceased  Representative,  I  move  that 
-the  Senate  take  a  recess  until  11  o’clock 
a.  m.  tomorrow. 

The  motion  was  unanimously  agreed 
to;  and  (at  5  o’clock  and  32  minutes 
p.  m.)  the  Senate  took  a  recess  until 
tomorrow,  Friday,  September  5,  1941,  at 
11  o’clock  a.  m. 


CONFIRMATIONS 


Executive  nominations  confirmed  by 
the  Senate  September  4  (legislative  day 
of  September  2),  1941: 

Postmasters 

INDIANA 

Albert  L.  Dobbs,  Greencastle. 

Effle  M.  Pugh,  Upland. 

OHIO 

Helen  E.  Doubrava,  Twinsburg. 

WEST  VIRGINIA 

Harold  E.  Starcher,  Ripley. 


HOUSE  OF  REPRESENTATIVES 

Thursday,  September  4, 1941 

The  House  met  at  12  o’clock  noon  and 
was  called  to  order  by  the  Speaker  pro 
tempore,  Mr.  Woodrum  of  Virginia. 

The  Chaplain,  Rev.  James  Shera  Mont¬ 
gomery,  D.  D.,  offered  the  following 
prayer: 

Our  Heavenly  Father,  hide  the  gloom 
of  the  present  through  the  gladness  of 
Thy  promise.  “I  will  go  with  Thee  all 
the  way.”  A  most  distinguished  servant 
of  our  country  and  a  brother  beloved  has 
left  us.  He  has  woven  by  the  light  of 
many  long  and  laborious  years  the  fade¬ 
less  garment  of  a  most  honorable  service 
and  has  entered  the  Sabbath  of  rest.  We 
praise  Thee  that  Thou  hast  a  palm  for 
.peace  in  sorrow,  a  wreath  for  the  with¬ 
ered  hand,  and  a  mansion  for  music  in 
tqe  darkness.  Weeping  may  endure  for 
a  ‘night,  but  joy  cometh  in  the  morning. 
Through  Jesus  Christ  cur  Lord.  Amen. 

Thfe  Journal  of  the  proceedings  of  Mon¬ 
day,  September  1,  1941,  was  read  and 
approved. 

EXTENSION  OF  REMARKS 

Mr.  JACOBSEN.  Mr.  Speaker,  I  have 
two  unanimous-consent  requests  to  sub¬ 
mit:  First,  that  the  gentleman  from 
West  Virginia  [Mr.  Randolph]  may  ex¬ 
tend  his  own  remarks  in  the  Record  and 
include  therein  a  certain  editorial,  and, 
second,  that  I  may  extend  my  own  re¬ 
marks  in  the  Rec6rd  and  include  therein 
an  article  from  World’s  Work  of  January 
1932,  commenting  oil  Artemus  L.  Gates, 
who  has  just  recently  seen  appointed  and 
confirmed  as  Assistan\Secretary  of  the 
Navy  for  Aeronautics.  ’ 

The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 

Mr.  WOODRUFF  of  Michigan.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
my  colleague  the  gentleman  from  Mich¬ 
igan  [Mr.  Hoffman]  may  extend  his  own 
remarks  in  the  Record  and  include  there¬ 
in  an  editorial  from  the  Chicago  Tribune. 

The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 

Mr.  WOODRUFF  of  Michigan.  Mr. 
Speaker,  I  also  ask  unanimous  consent 
that  the  gentleman  from  New  York  [Mr. 
Fish]  may  be  permitted  to  extend  his  \ 
own  remarks  in  the  Record. 
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The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 

Mr.  WOODRUFF  of  Michigan.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
extend  my  own  remarks  in  the  Record 
and  to  include  therein  a  letter  from  a 
constituent. 

The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 

Mr.  WOODRUFF  of  Michigan.  Mr. 
Speaker,  I  also  ask  unanimous  consent 
to  extend  my  own  remarks  in  the  Record 
and  to  include  as  part  of  those  remarks 
an  article  by  Arthur  Krock  in  the  New 
York  Times. 

The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 

Mr.  WOODRUFF  of  Michigan.  Mr. 
Speaker,  I  ask  unanimous  consent  to 
extend  my  own  remarks  in  the  Record. 

The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 

Mr.  MASON.  Mr.  Speaker,  I  have  sev¬ 
eral  unanimous-consent  requests  to  sub¬ 
mit:  First,  that  my  colleague  the  gentle¬ 
man  from  Illinois  [Mr.  Dirksen]  may 
have  permission  to  extend  his  own  re¬ 
marks  in  the  Record;  second,  that  my 
colleague  the  gentleman  from  Illinois 
[Mr.  Day]  may  extend  his  own  remarks 
in  the  Record;  third,  that  the  gentleman 
from  Pennsylvania  [Mr.  Van  Zandt]  may 
be  permitted  to  extend  his  own  remarks 
in  the  Record  on  two  subjects. 

The  SPEAKER  pro  tempore.  Without 
objection,  the  requests  will  be  granted. 

There  was  no  objection. 

(Mr.  VREELAND  and  Mr.  LAMBERT- 
SON  were  given  permission  to  extend 
their  own  remarks  in  the  Record.) 

Mr.  COCHRAN.  Mr.  Speaker,  I  have 
three  unanimous-consent  requests  to 
submit:  First,  that  the  gentleman  from 
Texas  [Mr.  Mansfield]  may  extend  his 
own  remarks  in  the  Record;  second,  that 
the  gentleman  from  Michigan  [Mr. 
Dingell]  may  extend  his  remarks  in  the 
Record  and  include  therein  a  radio  ad¬ 
dress;  and,  third,  that  the  gentleman 
from  Massachusetts  [Mr.  McCormack] 
may  extend  his  remarks  in  the  Record 
and  include  therein  a  speech  delivered 
by  the  Honorable  Paul  McNutt. 

The  SPEAKER  pro  tempore.  Without 
objection,  the  request  will  be  granted. 

There  was  no  objection. 

Mr.  DICKSTEIN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own  re¬ 
marks  in  the  Record  and  include  therein 
a  radio  speech  I  made  over  a  National 
Broadcasting  hook-up  on  August  27,  last. 

The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 

Mr.  DICKSTEIN.  Mr.  Speaker,  I  also 
ask  unanimqns  consent  to  extend  my 
own  remarks  in  the  Record  on  Generoso 
Pope,  and  'to  include  therein  two  edi¬ 
torials,  one  from  some  fascistic  paper 
attacking  him  for  the  patriotic  stand  he 
has  taken  in  his  paper,  and  the  other 
from  the  New  York  Times  of  August  14 
praising  him. 

The  SPEAKER  pro  tempore.  Without 
objection,  it  is  so  ordered. 

There  was  no  objection. 


THE  LATE  EDWARD  T.  TAYLOR 

Mr.  COCHRAN.  Mr.  Speaker,  it  is  a 
sad  duty  for  me  to  announce  to  the 
House  the  death  of  our  distinguished  col¬ 
league,  the  Honorable  Edward  T.  Taylor, 
of  Colorado,  my  close  personal  friend  for 
nearly  30  years. 

Few  men  have  a  record  of  public  serv¬ 
ice  parallel  with  that  of  the  gentleman 
from  Colorado.  For  more  than  56  years 
he  has  served  his  State  and  Nation  in 
various  public  capacities.  Of  this  period, 
his  service  in  the  Congress  covered  nearly 
34  years,  made  up  of  17  consecutive 
terms.  He  is  the  only  Member  ever  to 
serve  such  a  continuous  period  in  Con¬ 
gress  after  passing  his  fiftieth  birthday. 

The  gentleman  from  Colorado  was  a 
truly  rugged  American,  typifying  the  ex¬ 
perience  and  the  character  of  the  great 
West  which  sent  him  to  these  Halls.  All 
of  his  mature  life  was  spent  in  problems 
of  the  American  public,  State  and  Nation, 
to  improve  and  protect  our  ways  of  demo¬ 
cratic  life. 

His  forward  look  was  undimmed  by  the 
passage  of  the  years.  At  the  ripe  age  of 
83  he  had  a  youthful  spirit  and  the  broad 
outlook  that  would  do  credit  to  many  a 
younger  man.  He  believed  firmly  in  a 
strong  national  defense  and  in  the  soli¬ 
darity  of  our  institutions.  In  these  try¬ 
ing  days  we  can  ill  afford  to  lose  men  of 
his  caliber  and  his  philosophy.  He  was 
truly  one  of  the  bulwarks  of  the  Re¬ 
public — a  tower  of  strength  and  forti¬ 
tude,  who  gave  courage  to  all  with  whom 
he  came  in  contact. 

As  you  will  recall;,  the  House  recently 
celebrated  his  eighty-third  birthday  with 
appropriate  ceremonies.  I  wish  every 
Member  would  read  his  remarks  on  that 
occasion.  They  are  refreshing  and  in¬ 
spiring.  He  recently  compiled  and  there 
has  been  printed  a  history  of  the  Com¬ 
mittee  on  Appropriations,  of  which  he 
was  a  member  for  21  years,  and  over 
which  he  has  presided  as  chairman  for 
more  than  4  years.  To  have  been  asso¬ 
ciated  with  him  as  a  Member  of  this 
House  is  an  honor  which  I  am  sure  all 
of  us  who  knew  him  will  appreciate,  and 
I  know  we  will  carry  his  memory  with  us 
in  the  years  to  come.  Truly,  he  was  an 
inspiration  and  a  guide  to  many  of  us 
who  have  the  ambition  to  follow  in  his 
footsteps  in  rendering  service  to  his  coun¬ 
try  and  his  party. 

Prior  to  his  entrance  in  the  House  he 
had  served  as  county  superintendent  of 
schools  in  his  home  county,  district  attor¬ 
ney  of  northwestern  Colorado,  and  State 
senator.  He  was  the  author  of  the  basic 
water-right  laws  relating  to  the  use  of 
water  for  irrigation  in  the  West,  and  his 
work  in  this  field  is  still  regarded  as  the 
basic  principle  upon  which  water  rights 
are  determined.  Many  other  laws  which 
bear  his  name  were  his  thoughts,  and  time 
showed  the  wisdom  of  his  efforts.  He 
was  the  father  of  legislation  that  helped 
to  develop  the  West.  He  has  held  vir¬ 
tually  every  post  of  the  House  of  Repre¬ 
sentatives  which  was  within  the  power 
of  his  party  to  bestow  upon  him. 

Only  a  few  days  ago  he  decided  that 
it  was  his  duty  to  return  to  his  district 
and  visit  his  constituents.  As  you  know 
now,  this  additional  duty,  which  his  con¬ 
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science  forced  upon  him,  was  too  much, 
and  he  passed  away  in  Denver  last  night 
before  he  had  crossed  the  Continental 
Divide  and  reached  his  home  in  Glen- 
wood  Springs.  His  death  came  sudden¬ 
ly  and  in  the  active  service  of  his  people, 
as  he  would  have  wanted  it  to  come. 

We  will  all  miss  him,  but  we  all  know 
that  he  has  passed  on  to  that  rich  reward 
which  he  so  justly  deserved. 

In  the  death  of  Mr.  Taylor,  not  only 
his  congressional  district  and  State  have 
lost  an  outstanding  representative  but 
the  Nation  as  a  whole  is  deprived  of  the 
counsel  and  wisdom  of  a  most  brilliant 
statesman. 

Mr.  LUDLOW  assumed  the  chair  as 
Speaker  pro  tempore. 

Mr.  COCHRAN.  Mr.  Speaker,  I  yield 
to  the  gentleman  from  Virginia  [Mr. 
Woodrtjm]  . 

Mr.  WOODRUM  of  Virginia.  Mr. 
Speaker,  our  hearts  were  greatly  sad¬ 
dened  this  morning  when  he  received 
the  news  of  the  sudden  passing  of  Mr. 
Taylor  on  his  way  back  to  his  beloved 
home  in  Colorado,  in  the  great  West, 
which  has  so  many  times  honored  him 
and  which  in  so  many  varied  capacities 
he  has  served  with  credit  and  distinction. 

Elected  to  this  body  17  consecutive 
times,  for  aggregate  terms  of  34  years,  he 
never  had  opposition  within  his  own 
party.  He  was  for  21  years  a  Member, 
4  of  which  he  served  as  chairman  of  the 
great  Appropriations  Committee,  of 
which  I  have  the  honor  to  be  a  member, 
having  served  with  him  on  that  commit¬ 
tee  for  the  past  12  years.  Mr.  Taylor,  in 
my  judgment,  was  one  of  the  most  re¬ 
markable  and  one  of  the  most  colorful 
characters  that  has  served  in  the  House 
of  Representatives  during  the  20  years  I 
have  been  a  Member. 

He  had  a  broad  interest  in  everything 
that  affected  his  country.  Particularly, 
however,  was  he  interested  in  the  great 
problems  of  the  West,  which  he  under¬ 
stood,  perhaps,  as  few  men  understood 
them,  and  for  which  he  labored  so  splen¬ 
didly  and  so  effectively.  During  the 
critical  times  through  which  we  have 
been  passing  in  recent  years,  I  know  by 
close  association  that  world  events  as 
they  might  affect  our  own  country  lay 
very  heavily  upon  his  heart.  He  felt  very 
keenly  and  very  vitally  that  America 
should  with  speed  and  dispatch  arm  for 
her  own  protection.  Therefore  during 
these  past  very  hectic  months,  when  our 
committee,  and  particularly  the  subcom¬ 
mittee  of  which  he  was  chairman,  the 
Deficiency  Subcommittee,  was  called  up¬ 
on  to  have  long  and  protracted  hearings 
on  defense  matters,  in  spite  of  advancing 
years  and  in  spite  of  some  infirmity  of 
health,  Mr.  Taylor  was  a  regular  at¬ 
tendant,  active  physically  and  alert  men¬ 
tally,  as  his  participation  in  the  hear¬ 
ings  will  disclose.  Keenly  interested  in 
everything  that  was  happening,  we  will 
miss  him  in  this  House,  and  he  will  be 
particularly  missed  in  the  Appropriations 
Committee.  He  assumed  the  chairman¬ 
ship  of  that  committee  at  the  ripe  age  of 
79,  but  he  brought  to  the  task  a  physical 
vigor  and  an  understanding  and  a  broad 
comprehensive  knowledge  and  a  legisla¬ 
tive  experience  which  have  meant  a  great 
deal  to  the  committee  and  which  have 
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77th  CONGRESS 
1st  Session 


H.  R.  5417 


IN  TIIE  SENATE  OF  THE  UNITED  STATES 


September  4  (legislative  day,  September  2),  1941 
Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENT 

Intended  to  lie  proposed  by  Mr.  Bittler  (for  himself,  Mr. 
Bankhead,  and  Mr.  Eastland)  to  the  bill  (H.  B.  5417) 
to  provide  revenue,  and  for  other  purposes,  viz:  At  the 
proper  place  insert  the  following: 

1  TITLE  VIII 

2  FATS,  OILS,  AND  GREASES 

3  Section  1.  Paragraph  1  of  the  Tariff  Act  of  1930  is 

4  amended  by  inserting  at  the  end  thereof  the  following:  “Fatty 

5  acids  and  salts  derived  from  one  or  more  of  the  oils  named 

6  in  paragraph  53  or  54,  from  inedible  animal  oils,  fats,  and 

7  greases,  not  specially  provided  for,  from  fish  and  marine 

8  animal  oils,  not  specially  provided  for;  all  the  foregoing,  (I 

9  cents  per  pound.”. 
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Sec.  2.  Paragraph  52  of  such  Act  is  amended  to  read 
as  follows : 

“Par.  52.  Oils,  animal  and  fish:  Sod,  5  cents  per  gallon; 
herring  and  menhaden,  3  cents  per  gallon;  whale  and  seal, 
6  cents  per  gallon;  sperm,  crude,  10  cents  per  gallon;  sperm, 
refined  or  otherwise  processed,  14  cents  per  gallon;  sperma¬ 
ceti  wax,  6  cents  per  pound;  shark  oil  and  shark-liver  oil, 
including  oil  produced  from  sharks  known  as  dogfish,  10  per 
centum  ad  valorem;  edible  animal  oils,  fats,  and  greases,  3 
cents  per  pound;  wool  grease  containing  more  than  2  per 
centum  of  free  fatty  acids,  one-half  cent  per  pound;  contain¬ 
ing  2  per  centum  or  less  of  free  fatty  acids  and  not  suitable  for 
medicinal  use,  1  cent  per  pound;  suitable  for  medicinal  use, 
including  adeps  lanae,  hydrous  or  anhydrous,  3  cents  per 
pound;  all  other  animal  and  fish  oils,  fats,  and  greases  not 
specially  provided  for,  3  cents  per  pound.” 

Sec.  3.  Paragraph  53  (relating  to  duty  on  seed  oils) 
of  such  Act  is  amended  by  striking  out  “rapeseed,  6  cents 
per  gallon”  and  inserting  in  lieu  thereof  “rapeseed,  14  cents 
per  pound;  kapok  seed,  14  cents  per  pound;  perilla  seed, 
14  cents  per  pound;  sunflower  seed,  14  cents  per  pound;  corn 
oil.  6  cents  per  pound”. 

Sec.  4.  Paragraph  54  of  such  Act  is  amended  to  read 
as  follows: 

“Par.  54.  Coconut  oil,  2  cents  per  pound;  cottonseed 
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oil,  6  cents  per  pound;  babassu  oil,  6  cents  per  pound; 
peanut  oil,  6  cents  per  pound;  palm  oil,  0  cents  per  pound; 
palm-kernel  oil,  3  cents  per  pound;  inedible  sesame  oil,  14 
cents  per  pound;  all  other  sesame  oil,  0  cents  per  pound; 
soybean  oil,  (3  cents  per  pound.” 

Sec.  5.  Paragraph  57  (relating  to  mixtures  of  oils) 
of  such  Act  is  amended  by  striking  out  “25  per  centum 
ad  valorem,  but  not  less  than  the  rate  applicable  to  the 
component  material  subject  to  the  highest  rate  of  duty” 
and  inserting  in  lieu  thereof  “(3  cents  per  pound”. 

Sec.  (3.  Paragraph  7(32  of  such  Act  (relating  to  duty 
on  oil-bearing  seeds  and  nuts)  is  amended  by  striking  out 
“sunflower  seed,  2  cents  per  pound”  and  inserting  in  lieu 
thereof  “sunflower  seed,  1.725  cents  per  pound”;  by  striking 
out  “soybeans,  2  cents  per  pound”  and  inserting  in  lieu 
thereof  “soybeans,  1.098  cents  per  pound”;  and  by  striking 
out  “cottonseed,  one-third  of  1  cent  per  pound”  and  insert¬ 
ing  in  lieu  thereof  “cottonseed,  1.155  cents  per  pound; 
babassu  nuts,  3.891  cents  per  pound;  copra,  3.891  cents 
per  pound;  hempseed,  1.668  cents  per  pound;  kapok  seed, 
1.326  cents  per  pound;  palm  nuts,  2.865  cents  per  pound; 
palm-nut  kernels,  2.865  cents  per  pound;  rapeseed,  2.295 
cents  per  pound;  peri  11a  seed,  2.409  cents  per  pound;  sesame 
seed,  2.8(35  cents  per  pound”. 

Sec.  7.  Paragraph  1732  of  such  Act  (relating  to  free 
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importation  of  inedible  oils)  is  amended  by  striking  out 
“palm-kernel,  rapeseed,  sunflower,  and  sesame”. 

Sec.  8.  Paragraph  1727  of  such  Act  is  amended  to  read 
as  follows: 

“Par.  1727.  Tung  nuts;  rubber  seed;  seeds  and  nuts, 
not  specially  provided  for,  when  the  oils  derived  therefrom 
are  free  of  duty.” 

Sec.  9.  Paragraph  703  of  such  Act  is  amended  by  strik¬ 
ing  out  “lard  compounds  and  lard  substitutes,  5  cents  per 
pound”  and  inserting  in  lieu  thereof  the  following:  “lard 
compounds  and  lard  substitutes,  6  cents  per  pound”. 

Sec.  10.  Paragraph  701  of  such  Act  is  amended  by 
striking  out  “tallow,  one-half  of  1  cent  per  pound”  and  in¬ 
serting  in  lieu  thereof  “tallow,  3  cents  per  pound”. 

Sec.  11.  (a)  Paragraph  730  of  such  Act  is  amended 
by  inserting  at  the  end  thereof  the  following  new  sentence: 
“Pish  scrap,  fish  meal,  marine  animal  scrap,  marine  animal 
meal  three-tenth  of  1  cent  per  pound.” 

(b)  Paragraph  1780  of  such  Act  is  amended  by  striking 
out  “fish  meal”. 

Sec.  12.  Section  2491  (d)  of  the  Internal  Revenue 
Code  (relating  to  import  tax  on  oil-bearing  seeds)  shall  not 
apply  to  any  article  imported  or  withdrawn  from  bond  for 
consumption  or  use  after  the  date  of  the  enactment  of  this 
Act. 
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Sec.  13.  (a)  Section  2470  (a)  (1)  of  the  Internal 
Revenue  Code  (relating’  to  processing  tax  on  oils)  is 
amended  by  inserting  at  the  end  thereof  the  following  new 
sentence:  “The  rate  provided  in  this  paragraph  shall  he 
0  cents  per  pound  if  the  article  is  produced  in  or  from  mate¬ 
rials  the  growth  or  production  of  the  Philippine  Islands  or 
any  other  possession  of  the  United  States.". 

(b)  The  amendment  made  by  subsection  (a)  shall  ap- 

ply  onlv  to  articles  brought  into  the  United  States  from  such 
x  ' 

1b 

possessions  after  the  date  of  enactment  of  this  Act. 

TITLE  IX 

JUTE  AXI)  JUTE  PRODUCTS 

Sec.  21.  Paragraph  1001  of  the  Tariff  Act  of  1930  is 
amended  by  inserting  “(a)  "  before  “Flax”  and  by  inserting 
at  the  end  thereof  the  following  new  subparagraph: 

"(b)  Jute,  jute  butts,  waste  bagging  of  jute,  waste 
sugar  sack  cloth  of  jute,  and  jute  waste  not  specially  pro¬ 
vided  for,  all  the  foregoing,  4  cents  per  pound.” 

Sec.  22.  Paragraph  1017  of  such  Act  is  amended  to 
read  as  follows : 

“Par.  1617.  Waste  bagging,  not  of  jute,  and  waste 
sugar  sack  cloth,  not  of  jute.” 

Sec.  23.  Paragraph  1684  of  such  Act  is  amended  by 
striking  out  “jute,  jute  butts,”. 
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Sec.  24.  Schedule  10  of  such  Act  is  amended  by  insert¬ 
ing  at  the  end  thereof  the  following  new  paragraph: 

“Par.  1024.  All  the  articles  enumerated  or  described 
in  this  schedule  (except  in  paragraph  1001  (b)  )  shall  be 
subject  to  an  additional  duty  of  5  cents  per  pound  on  the 
jute  contained  therein.” 

TITLE  X 

STARCHES 

Sec.  31.  (a)  Paragraph  83  of  such  Act  is  amended 
by  inserting  after  “Starch:”  the  following:  “Sago,  crude, 
and  sago  flour,  24  cents  per  pound;  tapioca,  tapioca  flour, 
and  cassava,  24  cents  per  pound:”. 

(b)  Paragraphs  1753  and  1781  (relating  to  free  im¬ 
portation  of  sago,  tapioca,  and  cassava)  of  such  Act  are 
repealed. 

Sec.  32.  Paragraph  84  of  such  Act  is  amended  by  in¬ 
serting  at  the  end  thereof  the  following  new  sentence: 
“Dextrines  made  from  sago  or  tapioca,  34  cents  per  pound.”. 

TITLE  XI 

GENERAL  PROVISIONS 

Sec.  41.  The  amendments  made  by  this  Act  shall  be 
effective  notwithstanding  the  terms  of  any  foreign  trade 
agreement  heretofore  or  hereafter  entered  into  under  section 
350  of  the  Tariff  Act  of  1930. 
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Sec.  42.  The  amendments  to  the  Tariff  Act  of  1930 

2  made  by  this  Act  shall  apply  to  articles  which,  after  the 

3  day  following  the  date  of  enactment  of  this  Act,  are  iin- 

4  ported  into  the  United  States  or  withdrawn  from  bond  for 

5  consumption  or  use. 


77th  CONGRESS 
1st  Session 


H.  R.  5417 


IN  THE  SENATE  OE  THE  UNITED  STATES 


September  1  (legislative  clay,  September  2),  1941 
Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Bailey  to  the  bill  (II.  K.  5417) 
to  provide  revenue,  and  for  other  purposes,  viz:  On  page 
93,  after  line  2,  insert  the  following  new  paragraph: 

1  “(11)  Jewelry. — All  articles  commonly  or  com- 

2  mercially  known  as  jewelry,  whether  real  or  imitation: 

3  pearls,  precious  and  semi-precious  stones,  and  imitations 

4  thereof;  articles  made  of,  or  ornamented,  mounted,  or 

5  fitted  with,  precious  metals  or  imitations  thereof;  watches 

6  and  clocks  and  cases  and  movements  therefor;  gold,  gold- 

7  plated,  silver,  silver-plated,  or  sterling  flatware  or  hollow 

8  ware;  opera  glasses;  lorgnettes;  marine  glasses;  field 

9  glasses,  and  binoculars:  10  per  centum.  The  tax  im- 

10  posed  by  this  paragraph  shall  not  apply  to  any  article 
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1  used  for  religious  purposes,  to  surgical  instruments,  to 

2  frames  or  mountings  for  spectacles  or  eyeglasses,  or  to  a 

3  fountain  pen  if  the  only  part  of  the  pen  which  consists 

4  of  precious  metals  is  the  point.” 

5  On  page  93,  strike  out  lines  14  to  25,  inclusive,  and 

6  page  94,  strike  out  lines  1  to  4,  inclusive. 
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77th  CONGRESS 
1st  Session 


R.  5417 


IN  THE  SENATE  OE  TIIE  UNITED  STATES 


September  4  (legislative  day,  September  2),  1941 
Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  Overton  (for  himself  and  Mr. 
Hatch)  to  the  hill  (II.  II.  5417)  to  provide  revenue,  and 
for  other  purposes,  viz:  At  the  end  of  page  32  insert  the 
following-  new  section : 

o 

1  SEC.  120.  PARTNERSHIP  INCOME. 

2  (a)  Section  181  of  the  Internal  Revenue  Code  is 

3  amended  to  read  as  follows : 

4  “SEC.  181.  PARTNERSHIP  NOT  TAXABLE. 

5  “Individuals  carrying  on  business  in  partnership  shall 

6  be  liable  for  income  tax  only  in  their  individual  capacity, 

7  and  the  managing  partner  of  the  partnership  shall  be  liable 

8  for  the  income  tax  on  the  net  income  of  the  partnership.” 
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(b)  Section  182  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“SEC.  182.  TAX  OF  PARTNERS, 

“  (a)  The  net  income  of  the  partnership  shall  be  con¬ 
sidered  as  the  income  of  the  managing  partner. 

“(b)  In  computing  the  net  income  of  the  managing 
partner,  he  shall  include — 

“  (1 )  As  a  part  of  his  short-term  capital  gains  and 
losses,  the  net  short-term  capital  gain  or  loss  of  the 
partnership. 

“(2)  As  a  part  of  his  long-term  capital  gains  or 
losses  the  net  long-term  capital  gain  or  loss  of  the  part¬ 
nership. 

“  (3)  The  ordinary  net  income  or  the  ordinary  net 
loss  of  the  partnership,  computed  as  provided  in  section 
183  (b). 

“(c)  As  used  in  this  chapter,  the  term  ‘managing  part¬ 
ner’  means  the  member  of  the  partnership  who  is  designated 
as  the  managing  partner  by  the  partnership  or,  in  the  absence 
of  such  a  designation,  the  member  who  is  so  designated  by 
the  Commissioner  of  Internal  Revenue.” 

(c)  Section  183  (c)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  the  words  “each  partner”  and  in¬ 
serting  in  lieu  thereof  “the  managing  partner”;  and  by  strik¬ 
ing  out  the  words  “of  his  distributive  portion”. 


3 


1  (d)  Section  184  of  the  Internal  Revenue  Code  is 

2  amended  by  striking  out  “the  partner”  and  inserting  in  lien 

3  thereof  “the  managing  partner”;  and  by  striking  out  the 

4  words  “his  proportionate  share  of”. 

5  (e)  Section  188  of  the  Internal  Revenue  Code  is 

6  amended  by  striking  out  the  words  “a  partner”  wherever 

7  they  appear  therein  and  inserting  in  lieu  thereof  “the  man- 

8  aging  partner”. 

9  (f)  Section  189  of  the  Internal  Revenue  Code  is 

10  amended  by  striking  out  the  words  “members  of  the  part- 

11  nership”  and  inserting  in  lieu  thereof  “managing  partner”. 
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77th  CONGRESS 
1st  Session 


H.  R.  5417 


IN  THE  SENATE  OF  THE  UNITED  STATES 


September  4  (legislative  day,  September  2),  1941 
Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENT 

Intended  to  be  proposed  by  Mr.  Adams  to  the  bill  (H.  R.  5417) 
to  provide  revenue,  and  for  other  purposes,  viz:  At  the 
proper  place,  insert  the  following: 

1  SEC.  .  DEDUCTIONS  FROM  GROSS  INCOME. 

2  Section  23  (a)  (1)  of  the  Internal  Revenue  Code  is 

3  amended  by  inserting  after  the  words  “taxable  year”  the 

4  words  “in  caring  for  and  conducting  the  business  of  the 

5  taxpayer;” 
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V  Jlesolved,  That  the  Sergeant  at  Arms  of 
the.House  be  authorized  and  directed  to  take 
such  steps  as  may  be  necessary  for  carrying 
cut  the  provision  of  these  resolutions  and 
that  the  necessary  expenses  in  connection 
therewith  be  paid  out  of  the  contingent  fund 
of  the  House. 

Resolved,  ■  That  the  Clerk  communicate 
these  resolutions  to  the  Senate  and  transmit 
a  copy  thereof  $o  the  family  of  the  deceased. 

The  resolution  was  agreed  to,  and  the 
Chair  appointed  the  following  Members 
to  serve  on  thih  funeral  committee: 
Messrs.  Sabath,  Doughton,  Treadway, 
Lea,  Woodruff  of  Michigan,  Cannon  of 
Missouri,  Taber,  Woodrum  of  Virginia, 
Johnson  of  Oklahoma,  Tarver,  Wiggles- 
worth,  Lameertson,  Ludlow,  Rich,  Dit- 
ter,  Dirksen,  Johnson  of  West  Virginia, 
Lewis,  Powers,  Scrugham,  Snyder, 
O’Neal,  Leavy,  Chenoweth,  and  Hill  of 
Colorado. 

The  SPEAKER  pro  tempore.  The 
Clerk  will  report  the  remainder  of  the 
resolution. 

The  Clerk  read  as  follows: 

Resolved,  That  as  a  further  mark  of  respect 
the  House  do  now  adjourn. 

The  resolution  was  agreed  to. 

Accordingly,  at  12  o’clock  and  40  min¬ 
utes  p.  m.,  the  House  adjourned  until 
Monday,  September  8,  1941,  at  12  o’clock 
noon. 


CONGRESSIONAL  RECORD— SENATE 


7317 


EXECUTIVE  COMMUNICATIONS,  ETC. 

Under  clause  2  of  rule  XXIV,  executive 
communications  were  taken  from  the 
Speaker’s  table  and  referred  as  follows: 

882.  A  letter  from  the  Secretary  of  War, 
transmitting  a  letter  from  the  Chief  of  En¬ 
gineers,  United  States  Army,  dated  June  20, 
1941,  submitting  a  report,  together  with  ac¬ 
companying  papers  and  illustrations,  on  a 
preliminary  examination  and  survey  of  Can¬ 
averal  Harbor,  Fla.,  authorized  by  the  River 
and  Harbor  Act  approved  August  26,  1937 
(H.  Doc.  No.  367) ;  to  the  Committee  on  Rivers 
and  Harbors  and  ordered  to  be  printed,  with 
two  illustrations. 

883.  A  letter  from  the  Acting  Secretary  of 
War,  transmitting  a  draft  of  bill  which  will 
place  under  the  jurisdiction  of  the  Chief  of 
Engineers  of  the  Army  all  construction  and 
maintenance  work  of  the  Army,  including 
construction  work  now  under  the  jurisdiction 
of  the  Quartermaster  General;  to  the  Com/' 
mittee  on  Military  Affairs. 

884.  A  letter  from  the  Archivist  of  the 

United  States,  transmitting  report  of-  the 
Archivist  of  the  United  States  on  a/list  of 
papers  relative  to  the  Treasury  Department; 
to  the  Committee  on  the  Disposition  of  Ex¬ 
ecutive  Papers.  / 

885.  A  letter  from  the  past  adjutant  gen¬ 
eral  of  the  Grand  Army  of/the  Republic, 
transmitting  the  annual  report  of  proceedings 
of  the  Seventy-fourth  Natimal  Encampment 
of  the  Grand  Army  of  the  Republic  held  at 
Springfield,  Ill.,  September  8-13,  1940  (H.  Doc. 
No.  35)  to  the  Committee  on  Military  Affairs 
and  ordered  to  be  printed,  with  illustrations. 

886.  A  communication  from  the  President 
of  the  United  Stages,  transmitting  a  proposed 
provision  making  available  $1,500,000  to  the 
Secretary  of  Agriculture  from  funds  appro¬ 
priated  by  the  Interior  Department  Appro¬ 
priation  Ac/  1942,  under  the  heading  “Water 
conservaGon  and  utility  projects”  (H.  Doc. 
No.  368  if  to  the  Committee  on  Appropriations 
and  otdered  to  be  printed. 

A  letter  from  the  Chairman  of  the 
instruction  Finance  Corporation,  trans- 
a  report  of  activities  and  expendi- 
ires  of  the  Reconstruction  Finance  Cor¬ 
poration  for  the  month  of  June  1941  (H.  Doc. 


No.  369);  to  the  Committee  on  Banking  and 
Currency  and  ordered  to  be  printed. 

888.  A  letter  from  the  Acting  Secretary  of 
Agriculture,  transmitting  a  draft  of  a  pro¬ 
posed  bill  for  the  relief  of  Joseph  Simon  and 
R.  D.  Lewis;  to  the  Committee  on  Claims. 

889.  A  letter  from  the  Acting  Secretary  of 
the  Interior,  transmitting  copies  of  legislation 
passed  by  the  Municipal  Council  of  St.  Croix; 
to  the  Committee  on  Insular  Affairs. 

8S0.  A  letter  from  the  Acting  Secretary  of 
the  Interior,  transmitting  copies  of  legisla¬ 
tion  passed  by  the  Municipal  Council  of  St. 
Thomas  and  St.  John;  to  the  Committee  on 
Insular  Affairs. 

891.  A  letter  from  the  Engineer  Commis¬ 
sioner  of  the  District  of  Columbia,  transmit¬ 
ting  the  Twenty-eighth  Annual  Report  of 
the  Public  Utilities  Commission  of  the  Dis¬ 
trict  of  Columbia;  to  the  Committee  on  the 
District  of  Columbia. 


PUBLIC  BILLS  AND  RESOLUTIONS 

Under  clause  3  of  rule  XXII,  public  bills 
and  resolutions  were  introduced  and  sev¬ 
erally  referred  as  follows: 

By  Mr.  KING: 

H.  R.  5626.  A  bill  providing  for  the  issu¬ 
ance  of  a  Sailor’s  Medal;  to  the  Committee  on  / 
Naval  Affairs  / 

By  Mr.  BURDICK:  / 

H.  J.  Res.  232.  Joint  resolution  authorizing 
the  erection  of  a  statue  of  Leif  Ericksefn  in 
the  District  of  Columbia;  to  the  Conjmittee 
on  the  Library.  / 

By  Mr.  PADDOCK: 

H.  Res.  302.  Resolution  requestfng  certain 
information  the  Secretary  of,  "the  Navy  re¬ 
lating  to  the  desirability  of, 'an  additional 
naval  academypto  the  Corpihittee  on  Naval 
Affairs  \ 

V — -/ 

PRIVATE  BILLS  AND  RESOLUTIONS 

Under  clause  1  of  rule  XXII,  private 
bills  and  resolutions  were  introduced  and 
severally  referred  as  follows: 

By  Mr.  FLANNERY: 

H.  R.  5627.  ^  bill  for  the  relief,  of  Mrs.  Ray 
Roth;  to  tije'  Committee  on  Immigration  and 
Naturalizadnon. 

By 'Mr.  SPARKMAN: 

H.  R.  5628.  A  bill  for  the  relief  of  Louis  and 
Estelj4  Thomas;  to  the  Committee  on  Claims. 

By  Mr.  VREELAND: 

H.  R.  5629  (by  request) .  A  bill  for  the  relief 
of  Peter  J.  Sweeney;  to  the  Committee  on 
/Claims. 


PETITIONS,  ETC. 

Under  clause  1  of  rule  XXII,  petitions 
and  papers  were  laid  on  the  Clerk’s  desk 
and  referred  as  follows: 

1801.  By  Mr.  KING:  Petition  of  sundry 
residents  of  the  island  of  Oahu,  T.  H.,  pro¬ 
testing  against  the  enactment  of  House  bill 
3852  and  Senate  bill  983,  to  authorize  the 
District  of  Columbia  Board  of  Barber  Exam¬ 
iners  to  establish  opening  and  closing  hours, 
and  a  day  on  which  barber  shops  shall  re¬ 
main  closed  after  an  investigation  as  to  the 
preference  of  a  majority  of  the  licensed 
barbers;  to  the  Committee  on  the  District 
of  Columbia. 

1802.  Also,  petition  of  sundry  residents  of 
the  island  of  Oahu,  T.  H.,  protesting  against 
the  enactment  of  House  bill  3852  and  Sen¬ 
ate  bill  983,  to  authorize  the  District  of  Co¬ 
lumbia  Board  of  Barber  Examiners  to  estab¬ 
lish  opening  and  closing  hours,  and  a  day 
on  which  barber  shops  shall  remain  closed 
after  an  investigation  as  to  the  preference 
of  a  majority  of  the  licensed  barbers;  to  the 
Committee  on  the  District  of  Columbia. 

1803.  By  the  SPEAKER:  Petition  of  the 
National  Association  of  Railroad  and  Utili¬ 
ties  Commissioners,  Washington,  D.  C.,  peti¬ 


tioning  consideration  of  their  resolution  with 
reference  to  reductions  in  telephone  rates  on 
telephone  messages  originating  in  training 
centers;  to  the  Committee  on  Military  Af¬ 
fairs. 

1804  Also,  petition  of  the  International 
Longshoremen’s  and  Warehousemen's  Union, 
San  Pedro,  Calif.,  petitioning  consideration 
of  their  resolution  with  reference  to  price¬ 
fixing  legislation;  to  the  Committee  on  Bank¬ 
ing  and  Currency. 

1805.  Also,  petition  of  the  Lakewood  Gene¬ 
ral  Welfare  Center,  Lakewood,  N.  J.,  peti¬ 
tioning  consideration  of  their  resolution  with 
reference  to  the  Federal  Social  Security  Act; 
to  the  Committee  on  Ways  and  Means. 

1806.  Also,  petitioh  of  the  Iowa-Nebraska 
States  Industrial  Union  Council,  Des  Moines, 
Iowa,  petitioning  consideration  of  their  res¬ 
olution  with  reference  to  an  appointment  to 
the  National  Labor  Relations  Board;  to  the 
Committee  on  Labor. 


SENATE 

Friday,  September  5,  1941 

( Legislative  day  of  Tuesday,  September 
2,  1941 ) 

The  Senate  met  at  11  o’clock  a.  m.,  on 
the  expiration  of  the  recess. 

The  Reverend  Hunter  M.  Lewis,  B.  D , 
assistant  rector,  Church  of  the  Epiphany, 
Washington,  D.  C.,  offered  the  following 
prayer : 

Almighty  God  and  Heavenly  Father, 
who  hast  created  man  for  companion¬ 
ship  with  Thee,  calling  us  Thy  children, 
that  we  might  walk  without  fear  with 
Thee:  Help  us,  we  beseech  Thee,  to  know 
Thee  as  the  true  home  of  our  spirits,  and, 
through  daily  fellowship  with  Thee,  to 
come  so  to  trust  and  love  Thee  as  our 
Father  that  our  lives  may  grow  in  power 
and  fruitfulness,  and  every  duty  to  which 
Thou  dost  lead  us  may  seem  sublime. 

By  the  might  of  Thy  Spirit,  O  Lord,  lift 
up  our  souls  to  Thy  presence,  and,  though 
we  be  tied  and  bound  by  the  limitations 
of  our  mortal  flesh,  inspire  us  with  such 
devotion  to  Thy  service,  we  beseech  Thee, 
that  we  may  fulfill  our  heavenly  calling 
in  the  doing  of  earthly  things  in  a  heav- 
manner.  We  ask  it  in  the  Name  of 
who  didst  glorify  the  commonplace 
*til  it  glowed  with  His  radiance,  Thy 
SoK  Jesus  Christ  our  Lord.  Amen. 

THE  JOURNAL 

On  request  of  Mr.  Barkley,  and  by 
unanimous  consent,  the  reading  of  the 
Journal  of*the  proceedings  of  the  calen¬ 
dar  day  of  Thursday,  September  4,  1941, 
was  dispensed  with,  and  the  Journal  was 
approved. 

CALL  OF  THE  ROLL 

Mr.  HILL, 
a  quorum. 

The  VICE  PRESIDENT. 


I  suggest  the  absence  of 


will  call  the  roll. 


X 


The  clerk 


The  Chief  Clerk  called  the  roll,  and 


the  following  Senators  answered  to  their 
names: 

Adqms 

Eilbo 

Butl<X 

Aiken 

Brewster 

Byrd 

Andrews 

Bridges 

Capper 

Austin 

Brooks 

Caraway 

Bailey 

Brown 

Clark,  Idanta 

Bankhead 

Bulow 

Clark,  Mo.  \ 

Barbour 

Bunker 

Connally  N 

Barkley 

Burton 

Danaher 
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Davis 

La  Follette 

Russell 

Downey 

Langer 

Schwartz 

'Eastland 

Lee 

Smathers 

Ellender 

Lodge 

Smith 

George 

Lucas 

Spencer 

Gerry 

McCarran 

Taft 

Gillette 

McFarland 

Thomas,  Idaho 

Green 

McNary 

Thomas,  Utah 

Guffey 

Maloney 

Tohey 

Hatch 

Murray 

Truman 

Hayden 

Nye 

TunneU 

Herring 

O'Daniel 

Tydings 

Hill 

O’Mahoney 

Vandenberg 

Holman 

Overton 

Van  Nuys 

Hughes 

Peace 

Wailgren 

Johnson,  Coio. 

Radcliffe 

Walsh 

Kilgore 

Rosier 

Wiley 

Mr.  HILL.  I  announce  that  the  Sen¬ 
ator  from  Washington  [Mr.  Bone],  the 
Senator  from  Virginia  [Mr.  Glass],  the 
Senator  from  North  Carolina  [Mr.  Reyn¬ 
olds],  and  the  Senator  from  New  York 
[Mr.  Wagner]  are  absent  from  the  Senate 
because  of  illness. 

The  Senator  from  Kentucky  [Mr. 
Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

The  Senator  from  New  Mexico  [Mr. 
Chavez],  the  Senators  from  Tennessee 
[Mr.  McKellar  and  Mr.  Stewart],  the 
Senator  from  Utah  [Mr.  Murdock],  the 
Senator  from  Florida  [Mr.  Pepper],  the 
Senator  from  Oklahoma  [Mr.  Thomas], 
and  the  Senator  from  Montana  [Mr. 
Wheeler]  are  necessarily  absent. 

The  Senator  from  New  York  [Mr. 
Mead]  is  engaged  in  holding  hearings  on 
behalf  of  the  Committee  to  Investigate 
the  National  Defense  Program. 

Mr.  AUSTIN.  The  Senator  from  Min¬ 
nesota  [Mr.  Ball],  the  Senator  from 
South  Dakota  [Mr.  Gurney],  the  Sen¬ 
ator  from  Kansas  [Mr.  Reed],  and  the 
Senator  from  Minnesota  [Mr.  Ship- 
stead]  are  necessarily  absent. 

The  Senator  from  Indiana  [Mr.  Willis] 
is  absent  because  of  an  injury. 

The  VICE  PRESIDENT.  Seventy-five 
Senators  have  answered  to  their  names. 
A  quorum  is  present. 

PETITIONS 

Petitions  were  presented  and  referred 
as  indicated: 

By  Mr  CAPPER: 

Petitions,  numerously  signed,  of  sundry 
citizens  of  Eureka,  Randall,  and  Topeka,  all  in 
the  State  of  Kansas,  praying  for  the  enact¬ 
ment  of  the  bill  (S.  860)  to  provide  for  the 
common  defense  in  relation  to  the  sale  of 
alcoholic  liquors  to  the  members  of  the  land 
and  naval  forces  of  the  United  States  and  to 
provide  for  the  suppression  of  vice  in  the 
vicinity  of  military  camps  and  naval  estab¬ 
lishments;  to  the  table. 

REPORT  OF  A  COMMITTEE 

The  following  report  of  the  Committee 
on  Agriculture  and  Forestry  was  sub¬ 
mitted: 

By  Mr.  BULOW: 

S.  Res.  159.  Resolution  authorizing  an  in¬ 
vestigation  concerning  the  improvement  and 
development  of  navigation,  irrigation,  and 
control  of  floods  on  the  Missouri  River  and 
Its  tributaries  (submitted  by  Mr.  Btjlow  on 
the  fourth  instant),  without  amendment, 
and,  under  the  rule,  referred  to  the  Com¬ 
mittee  to  Audit  and  Control  the  Contingent 
Expenses  of  the  Senate. 

BILLS  INTRODUCED 

Bills  were  introduced,  read  the  first 
time,  and,  by  unanimous  consent,  the 
second  time,  and  referred  as  follows: 


Ey  Mr.  HATCH: 

S.  1886.  A  bill  to  require  the  filing  of  an¬ 
nual  statements  by  persons  making  income- 
tax  returns,  and  by  certain  other  organiza¬ 
tions,  showing  the  amounts  of  political  con¬ 
tributions  and  expenditures  made  by  them; 
to  the  Committee  on  Privileges  and  Elections. 
By  Mr.  McC ARRAN: 

S.  1897  A  bill  providing  for  the  abolition  of 
the  office  of  coroner  and  for  the  organization 
of  the  office  of  medicai  examiner  for  the 
District  of  Columbia;  to  the  Committee  on 
the  District  of  Columbia. 

INVESTIGATION  RELATIVE  TO  WAR  PROP¬ 
AGANDA  BY  MOTION-PICTURE  AND 

RADIO  INDUSTRIES— AMENDMENT 

Mr.  NYE  (for  himself  and  Mr.  Clark 
of  Missouri)  submitted  an  amendment 
intended  to  be  proposed  by  them  to  the 
resolution  (S.  Res.  152)  authorizing  an 
investigation  of  propaganda  dissemi¬ 
nated  by  the  motion-picture  and  radio 
industries  tending  to  influence  participa¬ 
tion  of  the  United  States  in  the  present 
European  war,  which  was  referred  to  the 
Committee  on  Interstate  Commerce  and 
ordered  to  be  printed. 

STRATEGIC  AND  CRITICAL  MATERIALS 

Mr.  THOMAS  of  Utah  submitted  the 
following  resolution  (S.  Res.  161),  which 
was  referred  to  the  Committee  on  Military  j 
Affairs: 

Whereas  it  is  the  policy  of  the  National  Gov¬ 
ernment  to  increase  the  stocks  of  strategic 
and  critical  materials  with  a  view  to  pre¬ 
venting  the  dependence  cl  the  United  States ; 
upon  foreign  nations  for  supplies  of  such 
materials  in  times  of  national  emergency:  i 
Therefore  be  it 

Resolved,  That  it  is  the  sense  of  the  Sen- 
ate  that  the  Secretary  of  State,  the  Secretary  i 
of  the  Treasury,  and  the  Secretary  of  Com-  . 
merce  should  make  every  effort  to  utilize  to 
the  fullest  practicable  extent  any  powers  that  • 
they  now  possess  for  the  purpose  of  acquir¬ 
ing,  by  purchase,  exchange,  or  otherwise,  j 
stocks  of  materials  determined  to  be  stra¬ 
tegic  and  critical  materials  ii_  accordance  with  : 
the  act  of  June  7,  1939,  and  that  the  Secre-  ' 
tary  of  the  Treasury  should  determine  the 
extent  to  which  any  such  materials  may  be 
acquired  in  payment  of  the  existing  indebted¬ 
ness  of  foreign  governments  to  the  Govern¬ 
ment  of  the  United  States,  and  the  extent  to 
which  legislation  may  be  required  for  the 
purpose  of  facilitating  any  such  acquisition 
and  the  reduction  of  such  indebtedness  by 
means  of  such  acquisitions. 

ADDRESS  BY  SENATOR  CAPPER  ON 

FINANCING  OUR  DEFENSE  PROGRAM 

[Mr.  DAVIS  asked  and  obtained  leave  to 
have  printed  in  the  Record  a  radio  address 
on  the  subject  of  Financing  Our  Defense 
Program,  delivered  by  Senator  Capper  on 
August  16,  1941,  which  appears  in  the  j 

Appendix.] 

ADDRESS  BY  SENATOR  HERRING  ON  THE 

CRADLE  OF  LIBERTY  AND  ARSENAL  OF 

DEMOCRACY 

[Mr.  GUFFEY  asked  and  obtained  leave  to 
have  printed  in  the  Record  an  address  de-  i 
livered  by  Senator  Herring  before  the  League 
of  Iowa  Municipalities  at  Waterloo,  Iowa, 
on  August  20,  1941,  which  appears  in  the 
Appendix.] 

UNITED  STATES  ENTRY  INTO  THE  WAR- 
ADDRESS  BY  L.  B.  ALEXANDER 

[Mr.  BARKLEY  asked  and  obtained  leave 
to  have  printed  in  the  Record  an  address  by 
L.  B.  Alexander,  president  of  the  Kentucky 
State  Bar  Association,  delivered  in  Los  An- 


September  5 

geles,  printed  in  the  Los  Angeles  Daily  Jour¬ 
nal  of  August  18,  1941,  which  appears  in  the 
Appendix.] 

TRIBUTE  TO  THE  LATE  REPRESENTATIVE 
EDWARD  T.  TAYLOR 

[Mr.  JOHNSON  of  Colorado  asked  and 
obtained  leave  to  have  printed]1  in  the  Record 
a  tribute  to  the  late  Representative  Edward 
T.  Taylor,  of  Colorado  written  by  Horace  C. 
Carlisle,  which  appears  in  the  Appendix.] 

REVENUE  ACT  OF  1941 

The  Senate  resumed  the  consideration 
of  the  bill  (H.  R.  5417)  to  provide  reve¬ 
nue,  and  for  other  purposes. 

The  VICE  PRESIDENT.  The  ques¬ 
tion  is  on  agreeing  to  the  motion  of  the 
Senator  from  Kentucky  [Mr.  Barkley] 
to  lay  on  the  table  the  motion  of  the 
Senator  from  Illinois  [Mr.  Lucas]  to  re¬ 
consider  the  vote  whereby  the  Senate 
agreed  to  the  committee  amendment,  as 
amended,  on  page  105,  lines  1  to  10,  in¬ 
clusive,  relating  to  the  tax  on  coin-oper¬ 
ated  amusement  and  gaming  devices. 
The  motion  is  not  debatable. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  DOWNEY  obtained  the  floor. 

Mr.  TAFT.  Mr.  President,  will  the 
Senator  from  California  yield  to  me  to 
offer  an  amendment? 

Mr.  DOWNEY.  I  yield. 

Mr.  TAFT.  Mr.  President,  I  ask 
unanimous  consent  to  offer  an  amend¬ 
ment  about  which  I  think  there  will  be 
no  controversy.  I  have  discussed  it  with 
the  chairman  of  the  Committee  on  Fi¬ 
nance,  and  shall  explain  it  very  briefly. 
I  ask  unanimous  consent  to  have  it  acted 
on  now  because  of  the  fact  that  I  have 
to  leave  the  city  within  a  short  time. 
Otherwise,  I  will  not  have  opportunity 
to  present  the  amendment. 

The  VICE  PRESIDENT.  Is  there  ob¬ 
jection?  The  Chair  hears  none,  and  the 
Senator  may  offer  the  amendment. 

Mr.  TAFT.  The  amendment  which  I 
send  to  the  desk  is  designed  to  correct 
a  mistake  in  the  inheritance-tax  law. 
The  inheritance-tax  law  as  it  is  now 
framed  provides  that  no  estate  shall  be 
taxed  twice  within  5  years.  For  in¬ 
stance,  if  a  man  dies  and  leaves  his 
estate  to  his  wife,  and  then  she  dies 
within  5  years,  there  are  not  two  taxes 
imposed,  only  one  is  imposed.  But  due 
to  a  mistake  in  the  last  revenue  act,  that 
provision  did  not  apply  to  an  estate 
under  $100,000. 

This  matter  could  be  left  to  be  handled 
in  the  administrative  bill,  but,  of  course, 
people  affected  by  the  provision  are  dying 
all  the  time,  so  that  naturally  it  is  not 
advisable  to  wait  longer.  Any  other 
amendment  will  apply  to  the  year  1941, 
but,  of  course,  a  mistake  of  this  kind 
should  be  corrected  just  as  soon  as  pos¬ 
sible. 

The  amendment  was  drafted  by  the 
Treasury  Department,  and  that  Depart¬ 
ment  is  agreeable  to  it,  and  says  that  by 
all  means  the  amendment  should  be 
made.  I  have  conferred  with  the  chair¬ 
man  of  the  Committee  on  Finance,  and 
I  think  the  amendment  is  in  proper 
form,  having  been  actually  prepared  by 


1941  CONGRESSIONAL  RECORD— SENATE  7319 


the  Treasury  Department,  to  be  taken  to 
conference.  I  offer  the  amendment. 

The  VICE  PRESIDENT.  The  clerk 
will  state  the  amendment  for  the  infor¬ 
mation  of  the  Senate. 

The  Legislative  Clerk.  On  page  54, 
after  line  8,  it  is  proposed  to  insert  the 
following  new  section: 

Sec.  402.  Deduction  on  account  of  property 
previously  taxed. 

(a)  Amendments  to  Internal  Revenue 
Code.  The  Internal  Revenue  Code  is 
amended  as  follows: 

(1)  Second  sentence  of  section  812  (c). 
Internal  Revenue  Code,  following  “estate  tax 
imposed  under  this,”  strike  out  “subchap¬ 
ter,  the  Revenue  Act  of  1926  (44  Stat.  69)” 
and  insert  in  lieu  thereof  “chapter.” 

(2)  Second  sentence  of  section  861  (a)  (2), 
Internal  Revenue  Code,  following  “estate  tax 
imposed  under  this,”  strike  out  “subchapter, 
the  Revenue  Act  of  1926  (  44  Stat.  69)”  and 
insert  in  lieu  thereof  “chapter.” 

(b)  Amendments  to  Revenue  Act  of 
1926.  The  Revenue  Act  of  1926  is  amended 
as  follows: 

(1)  Second  sentence  of  section  303  (a)  (2) 
Revenue  Act  of  1926,  as  amended,  following 
“estate  tax  imposed  under,”  strike  out  “this” 
and  insert  in  lieu  thereof  “the  Revenue  Act 
of  1932.” 

(2)  Second  sentence  of  section  303  (b  (2), 
Revenue  Act  of  1926,  as  amended,  following 
“estate  tax  imposed  under,”  strike  out  “this” 
and  insert  in  lieu  thereof  “the  Revenue  Act 
of  1932.” 

(c)  Effective  dates. 

(1)  The  sections  of  the  Internal  Revenue 
Code  amended  by  subsection  (a)  shall  have 
effect  as  if  such  sections,  as  so  amended,  had 
been  enacted  in  the  Internal  Revenue  Code 
on  February  10,  1939. 

(2)  The  amendments  made  by  subsection 
(b)  shall  be  effective  with  respect  to  the 
estates  of  decedents  dying  after  the  enact¬ 
ment  of  the  Revenue  Act  of  1932. 

On  page  54,  line  9,  it  is  proposed  to 
strike  out  “402”  and  insert  “403.” 

The  VICE  PRESIDENT.  Is  there  ob¬ 
jection  to  the  present  consideration  of 
the  amendment? 

Mr.  GEORGE.  There  is  no  objection 
to  the  present  consideration  of  the 
amendment,  no  other  amendment  now 
being  pending.  The  Senator  from  Ohio 
has  accurately  and  correctly  stated  the 
facts,  and  there  is  no  objection  to  the 
amendment. 

The  VICE  PRESIDENT.  The  question 
is  on  agreeing  to  the  amendment  offered 
by  the  Senator  from  Ohio. 

The  amendment  was  agreed  to. 

TOrr  DOWNEY.  Mr.  President,  I  dis¬ 
like  to  intrude  upon  the  Senate  in  its 
consideration  of  this  important  revenue 
bill  by  a  discussion  of  any  proposal,  how¬ 
ever  important,  which  may  to  some  Sen¬ 
ators  seem  extraneous  to  the  issue  now 
being  considered  by  the  Senate.  Never¬ 
theless,  it  is  my  imperative  obligation  to 
do  that. 

Mr.  President,  I  suppose  all  of  us  in 
the  United  States  are  very,  very  un¬ 
happy  at  one  phase  of  this  crisis  that 
engulfs  the  world,  and  that  is  the  lack  of 
national  unity  in  our  foreign  relations. 
It  is  an  unfortunate  fact  that  our  people 
are  falling  jfito  at  least  two  or  three 
rather  determined  and  bitter  factions  in 
considering  what  should  be  the  program 
of  the  United  States  regarding  its  foreign 
policy./  I  can  only  utter  my  humble 
prayer  that  changing  circumstances  may 


soon  bring  all  of  us  in  this  critical  period 
back  of  some  common  foreign  policy.  I 
can  do  no  more  than  utter  that  prayer, 
but  I  do  have  the  happy  opportunity  to 
present  to  the  Senate  of  the  United 
States  a  domestic  issue  upon  which  al¬ 
most  every  American  citizen  is  in  agree¬ 
ment,  and  that  is  that  it  is  the  impera¬ 
tive  duty  of  the  Federal  Government  to 
provide  for  its  retired  and  aged  citizens 
a  more  decent  and  humane  pension  than 
is  now  being  paid  them,  ~ 

I  have  felt,  Mr.  President,  that  for 
many  years  the  common  folk  of  America 
who  produce  our  wealth,  who  constitute 
the  vast  majority  of  our  citizenry,  have 
been  critical  of  the  lagging  efforts  of 
our  governmental  representatives  to 
bring  about  a  more  adequate  pension 
system.  I  have  addressed  church  groups, 
labor  groups,  farm  groups,  and  various 
other  groups,  and  found  there  an  almost 
unanimous  sympathy  for  the  tragic  and 
sorry  plight  of  the  man  who  has  reached 
his  later  days  without  savings,  no  longer 
needed  by  industry  and  by  society.  I  have 
Relieved  that  there  was  an  overwhelming 
support  back  of  the  so-called  pension 
groups ;  and  I  am  happy,  along  with  other 
pension  advocates,  now  to  have  in  my 
possession  the  results  of  the  Gallup  poll 
taken  within  the  past  month,  showing  a 

I 'unanimity  of  opinion  upon  this  pro¬ 
foundly  ini^ortant  subject,  which  should 
stimulate  the  Congress  and  the  President 
of  the  United  States  to  prompt  and 
vigorous  action'  upon  it. 

Mr.  President,  I  ask  you  to  consider 
Chat  the  Gallup  poll  shows  that  the 
American  people  staijd  91  percent  for  a 
Federal  pension  system;  shows  that  they 
stand  almost  unanimously  for  a  pension 
payment  more  than  double  the  average 
now  being  paid  in  the  IJnited  States; 
shows  that  they  stand  almost  unani¬ 
mously  for  dropping  the  age  limit  from 
65  to  60  years.  \ 

Mr.  President,  as  we  look  over  the  field 
of  American  life,  when  we  have  the  op¬ 
portunity  to  leave  this  unhappy  Capital 
City  of  Washington,  when  we  go  out  irHo 
the  highways  and  byways  of  America,, 
among  our  people,  and  see  a  desperate, 
tragic  multitude  on  one  side  of  the  fence, 
ill-fed,  ill-housed,  and  ill-clothed,  and, 
on  the  other  side  of  the  fence,  great  fac¬ 
tories  working  at  part  capacity,  and  great 
decaying  farm  surpluses,  there  is  no 
wonder  that  from  the  hinterlands  of  this 
country  comes  the  demand  that  even  in 
this  war  crisis  we  must  for  a  while  con¬ 
centrate  upon  the  salvation  of  our  own 
people.  In  the  course  of  our  investiga¬ 
tion,  the  Special  Committee  To  Investi¬ 
gate  Old  Age  Pensions,  of  which  I  have 
the  honor  to  be  chairman,  discovered 
many,  many  important  facts.  Some  of 
our  more  conservative  editors  and  other 
conservatives  do  not  believe  that  at  this 
time  we  have  the  material  wealth  which 
enables  us  to  give  anything  more  to  the 
tragic  souls  who  are  now  trying  to  live  on 
$5,  $10,  $15,  and  $20  a  month.  But  the 
records  of  the  Department  of  Agriculture 
indicate  that  in  this  emergency  year  most 
of  our  farm' products  will  show  increased 
surpluses.  By  that  I  mean  that,  in  spite 
of  the  war  emergency  for  many — yes;  for 
most  of  our  farm  products  there  will  be 


more  surpluses  on  hand  January  1  of 
next  year  than  there  were  on  hand  Jan¬ 
uary  1  of  this  year. 

There  is  no  lack  of  milk,  meat,  vege¬ 
tables,  and  grain  and  all  the  other  staples 
of  life  to  take  care  of  our  unfortunate 
people.  There  is  no  necessity  for  a 
wealthy  nation  which  desires  the  leader¬ 
ship  of  the  world  to  allow  tens  of  mil¬ 
lions  of  its  own  people  to  exist  below  a 
subsistence  level. 

Mr.  President,  this  year  in  California 
we  will  produce  100,000  tons  of  prunes 
more  than  we  can  dispose  of.  They  will 
be  stored  or  wasted,  or  given  away 
abroad,  or  destroyed,  or  distributed 
through  governmental  subsidy,  while  all 
over  this  country  tens  of  millions  of  our 
people  lack  sufficient  food  to  nourish 
their  bodies.  I  have  cited  this  surplus 
crop  of  prunes.  Similar  examples  might 
be  given  for  many,  many  crops  almost 
everywhere  in  our  farm  States.  Our 
citizens  know  that  any  argument  that 
we  cannot  bring  greater  subsistence  to 
our  unfortunate  classes  is  absurd.  They 
know  we  have  an  abundance  of  farm  and 
factory  commodities  for  all  of  us. 

In  the  basic  figures  used  in  our  com¬ 
mittee’s  investigation  we  took  the  esti¬ 
mate  of  the  census  that  on  January  1, 
1945,  there  would  be  in  our  country 
15,000,000  people  above  60  years  of  age, 
of  whom  we  believe  10,000,000  or  two- 
thirds,  would  take  the  pension  which  is 
recommended  in  the  report  of  the  com¬ 
mittee.  Actuarial  experts  and  represent¬ 
atives  of  the  Social  Security  Board  came 
before  us  tremendously  alarmed  because 
in  1980,  when  we  will  have  a  population 
of  160,000,000,  approximately  30,000,000 
of  our  people  will  be  past  60  years  of  age. 
“Oh,  yes,”  says  the  Social  Security  Board, 
“it  is  easy  enough  to  provide  now  for  the 
10,000,000  who  need  help,  but  what  are 
you  going  to  do  in  1980  to  take  care  of  the 
30,000,000  people  past  60  years  of  age  we 
will  then  have?” 

Let  me  say  that  if  it  were  not  for  the 
governmental  controls  and  subsidies  dur¬ 
ing  this  very  year,  we  would  be  producing 
more  farm  products  than  160,000,000 
people,  and  30,000,000  people  past  60 
years  of  age,  could  possibly  use.  If  the 
Congress  of  the  United  States  within  the 
next  40  years  cannot  work  out  some  way 
io ^distribute  the  products  of  the  farmers 
to  a^ungry  population,  heaven  help  the 
American  Nation. 

An  investigation  into  the  facts  shows 
that  there  are  now  on  the  farms  of  the 
United  States  12,000,000  or  13,000,000 
workers.  We.  could  produce  an  abundant 
diet  for  all  of'our  people  with  10,000.000 
farm  workers,  as  a  matter  of  fact,  about 
9,000,000  workersv  could  supply  all  the 
farm  crops  we  are  now  producing.  The 
point  I  am  trying  to  make  is  that  right 
now  we  are  wasting  enough  of  our  re¬ 
sources  to  more  than  provide  a  bounti¬ 
ful  living  for  all  the  population  we  will 
have  40  years  from  now. 

Yes;  social-security  experts  should  be 
perturbed.  They  should  not  be  con¬ 
cerned,  however,  about  the  ability  of  our 
workers  and  farmers  and  technicians  to 
produce  a  sufficiency  for  all.  They 
should  be  concerned  that  our  Govern¬ 
ment  does  not  undertake  the  task  of  dis¬ 
tributing  to  our  people  that  which  We 
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so  bountifully  produce  and  which  so 
many  people  sadly  lack. 

Mr.  President,  we  now  have  in  the 
group  between  60  and  65  years  of  age 
many  millions  of  people  so  insecure  and 
destitute  that  they  are  a  reproach  to  the 
Congress  of  the  United  States  and  to  a 
government  which  aspires  to  world  lead¬ 
ership.  Consider,  for  example,  the  State 
in  which  the  old-age  pension  system  is 
most  inadequate. ,  In  that  State - 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield  to  me? 

Mr.  DOWNEY.  I  yield. 

Mr.  HATCH.  I  am  quite  interested  in 
what  the  Senator  from  California  is  say¬ 
ing.  I  know  that  no  person  in  the  United 
States  has  given  more  study  and  thought 
to  the  question  of  security  for  aged  people 
than  he  has,  but  I  am  wondering  about 
his  particular  amendment.  I  understand 
he  proposes  to  offer  an  amendment  to 
the  pending  bill.  Is  that  correct? 

Mr.  DOWNEY.  Yes;  that  is  correct. 

Mr.  HATCH.  My  thought  simply  is 
this:  Regardless  of  what  the  Senator 
and  his  own  committee  believe,  and  the 
study  they  have  made,  would  it  not  be 
better  for  the  Finance  Committee  to  take 
up  the  amendment  in  the  form  of  an 
independent  bill  and  study  it?  What 
does  the  Senator  think  about  that  sug¬ 
gestion? 

Mr.  DOWNEY.  Let  me  say  to  the  Sen¬ 
ator  from  New  Mexico  that  for  3  years 
I  have  been  hoping,  importuning,  and 
praying  that  the  Finance  Committee  of 
the  United  States  Senate  would  hold  one 
single  meeting  on  pensions,  but  so  far  I 
have  been  disappointed. 

Mr.  HATCH.  I  am  not  a  member  of 
the  Finance  Committee.  I  know  the 
question  involved  is  very  important  in 
the  minds  of  many  of  our  people,  but 
I  personally  would  not  care  to  vote  on 
the  amendment  at  this  time  without  the 
committee  which  is  charged  with  the  re¬ 
sponsibility  for  framing  legislation  along 
these  lines  having  considered  it. 

Mr.  BANKHEAD  rose. 

Mr.  DOWNEY.  Mr.  President,  I  will 
presently  yield  to  the  Senator  from  Ala¬ 
bama,  but  first  I  wish  to  complete  my 
reply  to  the  Senator  from  New  Mexico. 
I  hope  the  Senator  from  New  Mexico  will 
not  now  make  his  decision  final,  and  be-' 
fore  he  does  I  should  like  to  give  him  tile 
history  of  the  consideration  of  pension 
proposals  in  the  Senate  of  the  United 
States.  / 

Mr.  President,  for  2  solid  years!  had  a 
pension  proposal  pending  before  the  Fi¬ 
nance  Committee,  and  there  were  several 
other  pension  proposals  pending. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield  again  for  q,  moment? 

Mr.  DOWNEY.  Yes/ 

Mr.  HATCH.  I  observe  that  the  chair¬ 
man  of  the  Finanfce  Committee  [Mr. 
George]  is  present,  as  well  as  the  majority 
leader,  the  Senator  from  Kentucky  [Mr. 
Barkley],  and  I  think  they  can  assure 
the  Senator  from  California  that  he 
might  have  a  hearing,  if  he  would  ask 
them. 

Mr.  GEORGE.  Mr.  President,  will  the 
Senator  yield  to  me? 

Mr.  DOWNEY.  I  yield  to  the  Senator 
from  Georgia. 


Mr.  GEORGE.  I  am  sure  that  such  a 
hearing  can  be  ordered  by  the  Finance 
Committee,  and  give  the  Senator  from 
California,  who  has  been  most  diligent  in 
this  matter,  full  opportunity  to  develop 
the  facts,  and  also  to  develop  legislation. 
There  is  a  little  difficulty  about  it,  be¬ 
cause  any  real  pension  program,  such  as 
the  Senator  contemplates,  necessarily  in¬ 
volves  revenue,  will  necessarily  affect  the 
revenue,  and  so  it  is  somewhat  difficult  to 
originate  in  this  body  a  comprehensive 
and  satisfactory  pension  program  or  bill, 
unless  it  is  tacked  on  to  some  revenue 
measure  which  comes  from  the  other 
House.  But  I  can  assure  the  Senator  that 
I  will  be  very  glad  indeed  to  arrange  for 
public  hearings  if  he  desires  public  hear¬ 
ings.  At  least  I  am  sure  the  committee 
will  be  glad  to  give  him  hearings,  and 
will  permit  the  development  of  all  the 
facts  and  the  shaping  up  of  such  legisla¬ 
tion  as  may  be  found  desirable.  The  op¬ 
portunity  will  from  time  to  time  present 
itself  to  attach  the  proposal  to  some  bill 
which  deals  with  the  revenue,  which,  of 
course,  must  originate  in  the  House. 

Mr.  President,  we  are  laboring  under 
the  disability  of  not  being  able  to  con¬ 
sider  originally  a  comprehensive  system 
such  as  the  Senator  proposes,  because  it 
would  inevitably  involve  revenue,  and  the 
House,  even  if  we  should  pass  such  a  bill, 
would  probably  not  give  it  consideration, 
because  it  would  insist  upon  the  constitu¬ 
tional  right  of  the  House,  and,  of  course, 
it  becomes  its constitutional  duty  to  do 
that.  But  I  am  sure  the' Finance  Com¬ 
mittee  will  grant  the  Senator  full  hear¬ 
ings,  full  opportunity  to  be  heard,  full 
opportunity  to  framfe  legislation  within 
our  power  to  enact/ or  for  the  purpose  of 
having  it  attached  to  some  suitable  bill 
whenever  it  comes  from  the  other  House, 
though  it  might  be  a  purely  minor  reve¬ 
nue  measure  of  some  kind  or  character. 

Mr.  President,  I  myself  feel,  as  I  have 
expressed  myself  heretofore,  that  the 
Senator’s  proposal  should  receive  sep¬ 
arate  treatment  and  separate  considera¬ 
tion,  It  is  entitled  to  it,  and  if  it  should 
come  to  us  in  an  orderly  way  from  the 
House  as  a  separate  measure,  we  woula^ 
have  better  opportunity  to  give  it  the 
consideration  we  should  be  able  to  give 
to  it.  But  I  stand  ready,  so  far  as  my 
influence  with  the  committee  goes,  to  as¬ 
sure  the  Senator  from  California  that 
immediately,  or  as  soon  as  readily  may 
be,  we  will  undertake  to  provide  hearings, 
and  give  full  opportunity  to  the  Senator 
to  present  his  proposal. 

Mr.  DOWNEY.  Mr.  President,  may  I 
ask  the  distinguished  Senator  from  Geor¬ 
gia  if  he  anticipates  that  it  will  be  possi¬ 
ble  to  have  such  hearings  sometime 
between  now  and  the  1st  of  January,  and 
to  complete  them  before  that  time? 

Mr.  GEORGE.  Oh,  yes,  indeed.  I  do 
not  know  how  long  it  would  take  to  com¬ 
plete  the  hearings,  but  it  would  be  possible 
to  do  so  before  that  time. 

Mr.  DOWNEY.  It  would  not  take  us 
over  a  week  to  present  what  data  we 
would  desire  to  develop,  and  then  I  sup¬ 
pose  the  Treasury  Department  and  the 
Social  Security  Board,  as  well  as  other 
experts  and  other  groups,  would  be  heard. 
But,  so  far  as  we  are  concerned,  it  would 


take  a  very  short  time  for  us  to  present 
our  data  to  the  Finance  Committee. 

Mr.  GEORGE.  I  can  assure  the  Sen¬ 
ator  that  opportunity  can  be  given  be¬ 
tween  this  time  and  November,  or 
between  this  time  and  December,  to  be 
on  the  safe  side. 

Mr.  BARKLEY  rose. 

Mr.  DOWNEY.  Mr.  President,  I  will 
now  yield  to  the  Senator  from  Alabama, 
who  rose  previously. 

Mr.  BANKHEAD.  Mr.  President,  at 
this  point  in  the  discussion  I  wish  to  say 
that  I  have  an  amendment  which  I  in¬ 
tend  to  offer  at  the  appropriate  time, 
which  I  have  submitted  to  the  Senator 
from  California  and  the  Senator  from 
Georgia.  Because  of  its  appropriateness 
to  this  discussion  I  ask  unanimous  con¬ 
sent  that  the  clerk  read  my  proposed 
amendment  at  this  time,  and  then  I 
should  like  to  make  a  very  brief  state¬ 
ment  concerning  it. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  clerk  will  read  the  amend¬ 
ment  as  requested. 

The  legislative  clerk  read  as  follows: 

The  Ways  and  Means  Committee  of  the 
House  is  requested  to  reexamine  the  financial 
structure  of  the  social-security  laws  and  re¬ 
port  by  bill  or  otherwise,  if  found  desirable 
by  said  committee,  as  follows: 

1.  Whether  the  old-age  insurance  and  the 
old-age-assistance  plans  should  be  consoli¬ 
dated  and  unified,  and,  if  so,  how  and  under 
what  terms  and  conditions  the  two  plans 
should  be  combined. 

2.  Whether  a  Federal  old-age  pension 
should  be  provided  for  each  citizen  of  the 
United  States  and,  if  so,  in  what  amount  and 
at  what  age. 

3.  A  plan  to  finance  such  a  pension. 

4.  That  said  committee  is  requested  to 
make  its  report  by  bill  or  otherwise  to  the 
House  of  Representatives  as  early  as  it  rea¬ 
sonably  can  do  so. 

Mr.  BANKHEAD.  Mr.  President,  in 
the  first  place,  I  wish  to  commend  the 
Senator  from  California  for  the  tremen¬ 
dous  amount  of  work  which  he  has  de¬ 
voted  to  this  subject  as  chairman  of  a 
special  committee  created  by  the  Senate 
to  investigate  the  matter.  I  am  not  a 
member  of  that  committee,  but  I  have 
had  the  opportunity  to  read  the  report. 
It  is  a  most  interesting  report. 

We  are  in  this  situation:  A  large  num¬ 
ber  of  Members  of  the  Senate  would  like 
to  have  an  opportunity  to  vote  in  the 
regular,  way,  which  would  be  acceptable 
to  the  other  branch  of  Congress,  on  an 
old-age  pension  bill.  I  introduced  one 
such  bill  in  January.  We  know  the 
attitude  of  the  House  on  the  subject  of 
riders,  especially  on  questions  of  tremen¬ 
dous  importanceNsuch  as  this  subject.  I 
should  be  glad  to  have  the  hearings  pro¬ 
ceed  in  the  manner  suggested  by  the 
Senator.  Such  a  course  would  help  to 
develop  the  record.  \  am  extremely 
anxious  to  have  the  proposed  legislation 
in  such  shape  that  it  will  be  in  line  with 
the  usual  practice  and  procedure  of  the 
two  Houses. 

We  know  that  because  of  the  taxation 
feature  of  this  program  the  bill  cannot 
originate  in  the  Senate.  We  know  that 
it  must  originate  in  the  House;  and  it  is 
quite  certain  that  a  matter  of  this  im¬ 
portance,  involving  possibly  billions  of 
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Fable  II. — Illustrative  figures  on  benefits 
(paid  and  “vested”)  and  contributions  (em- 
loyee  and  employer  combined)  in  respect 
tocthose  individuals  for  whom  claims  have 
materialised  during  the  periods  indicated, 
based-  on  assumptions  developing  higher 
costs  t\pn  table  I,  with  3-percent  interest 

[Contributiomand  benefit  figures  in  billions  o(  dollarsj 


Stop  dates  of  observation 


Period  in  which 
made 


Contri- 

Bene 

Ratio 

butions 

fits 

Jan.  1,  1940-Dec.  31, 1954... 
Jan.  1,  1955-Dec.  31,  1906. 
Jan.  1,  1907-Dec.  31,  1979. 

Total. 


Jan.  1, 1940-Dec.  31,  1954... 
Jan.  1,  195.5-Dec.  31,  1966... 
Jan.  1,  1967-Dec.  31, 1979... 


Total. 


Jan.  1, 1940-Dec.  31,  1954... 

Jan.  1,  1955-Dec.  31,  1966 _ 

Jan.  1,  1967-Doc.  31,  1979... 


Total. 


Dec.  31,  I960 


‘  This  ratio  is  for  the  full  13-year  period;  for  later  indi¬ 
vidual  years  the  ratio  of  course  exceeds  71  percent; 
under  the  assumptions  used  in  this  illustration.  100  per¬ 
cent  is  reached  in  the  year  1992. 

Table  III. — Balance  sheet  of  accumulated 
(3-percent  interest)  income  and  outgo  (in¬ 
cluding  expenses  and  “vested”  benefits)  as 
of  Jan.  1,  1941 

[To  bring  the  answers  to  this  question  into  focus  with 
whole  program; 


Lower  cost 
illustration 

Higher  cost 
illustration 

1.  Benefits  paid  and 
“vested”  by 
Jan.  1.  I960 _ 

$84,  COO,  000,  CC0 

$118, 000, 000, 000 

2.  Interest  thereon  at 

3  percent  to  Jan. 

1,  1980 . . 

36, 000,  COO,  000 

45, 000, 000, 000 

8.  Total  bene- 

fits  with 

interest  on 

Jan.  1, 1980 

120, 000, 000, 000 

103, 000, 000, 000 

4.  Taxes  paid  by 

J * 

claimants  only... 

15, 000, 000, 000 

20, 000, 000, 000 

6.  Taxes  paid  by 
their  employers.. 

15, 000, 000,  C0Q 

20, 000, 000, 000 

6.  Interest  on  (4)  and 

(5)  at  3  percent 

to  Jan.  1. 1980.... 

32,  COO,  OCO,  000 

42, 000, 000, 000 

7.  Total  in- 

come  due 

to  claim- 

Jr 

ants  ’  con- 

jJ 

tributions 

000,  OCO,  000 

82, 000, 000, 000 

8.  Benefits  with  in¬ 
terest  (3) ,  excc^cl 
claimants’  etm- 
tributions  ,•  and 

interest  (Jjfby... 

58. 000, 000,  COO 

81. 000, 000,  000 

9.  Taxes  paid  by  em¬ 
ployees  not  yet 
claifhants  by 
1980 . . 

26, 000, 000,  COO 

21, 000, 000,  COO 

10.  Taxes  paid  by  the 
/employers  of  (9). 

26, 000, 000,  000 

21,  COO,  000, 000 

11,  Interest  on  (9)  and 
/  (10)  after  deduet- 

'  tag  all  adminis¬ 

trative  expenses. 

39, 000,  COO.  COO 

30, 000, 000, 000 

5 

17 

29 

35 

Percent 

\16 

23 

64 

35 

Dec.  31,  1979 

Percent 

7 

42 

16 

25 

51 

49 

50 

70 

i  71 

82 

163 

50 

Table  III — Continued 

[To  bring  Ihe  answers  to  this  question  into  focus  with 
whole  program] 


Lower  cost 
illustration 

Higher  cost 
illustration 

12.  Total  :  n  - 

come  by 
1980  a/c 
still  active 
contribu¬ 
tors _ 

$91,  OCO.  000,  000 

$78,  COO,  000, 000 

13.  Amount  in  old-age 
and  survivors 
insurance  trust 
fund  Jan.  1,1980, 
(12)  minus  (8) 
equals . . 

33, 000,  COO,  COO 

-3, 000,  COO,  000 

Exhibit  12 

Old-age  insurance 

•  Illustration  showing  the 

relation  between  contributions  paid  in  and 

benefits  received 

Assume  the  case  of  two  men  who  entered 
the  system  on  January  1,  1937,  and  who  re¬ 
main  therein  until  December  31,  1954.  As¬ 
sume  that  one  of  these  men  had  had,  over 
this  period,  an  average  monthly  wage  of  $250, 
and  that  the  other  had  had  an  average 
monthly  wage  of  $25.  Assume  that  each  man 
died  December  31,  1954,  and  that  each  left  a 
Widow  under  48  years  of  age  at  the  time  of  bis 
death.  Assume  that  each  of  these  men  also 
left  three  children,  aged  1,  3,  and  5  years; 
that ’@.11  of  the  children  survive  to  maturity, 
and  that  each  widow  lives  to  75  year$  of  age. 
Please  calculate  the  amount  of  money  which 
would  have  been  paid  in  by  each  of  these  men 
and  the  anWmt  which  would  have  been  paid 
out  to  each  naan’s  widow  and  children. 


\ 

X 

* 

.Contribu¬ 
tor  earn 
ing  $250  per 
month 

Contribu 
tor  earn¬ 
ing  $25  per 
month 

Amount  received  by  widow... 

$20, 906 

$5, 154. 00 

Amount  contributed.// _ 

1, 125 

112.50 

Excess  of  benefits  over 
contributions _ 

19, 781 

5,  041.  £0 

Proportion  of  .contributions  to 
benefits  revived  (percent).. 

5. 38 

2. 18 

- /  - - 

(Adapted  by  chairman  from  material  supplied  by  the 
Bureau  of  Research  and  Statistics  of  the  Social  Security 
Board.) 

Exhibit  13 

Old-age  insurance:  Illustration  showing  the 
relation  between  contributions  paid  in  and 
benefits  received 

Assume  2  single  men  who  entered  the  sys¬ 
tem  on  January  1,  1937,  and  who  remain 
therein  until  December  31,  1954,  when  they 
reach  the  age  of  65  years.  Assume  that  one 
of  these  men  had  had,  over  this  period,  an 
average  monthly  wage  of  $250  and  that  the 
other  had  had  an  average  monthly  wage  of  $25. 
Please  calculate  the  amount  of  money  which 
would  have  been  paid  in  by  each  of  these 
men  and  the  amount  which  would  be  paid 
out  to  each  in  benefits  if  they  lived  out 
their  normal  life  expectancy  after  65. 


Contribu¬ 

tor 

earning 
$250  per 
month 

Contribu¬ 

tor 

earning 
$25  per 
month 

Amount  received  by  single 
men. . 

$6, 950.  20 
1,125.00 

$1, 737. 80 
112.50 

Amount  contributed . 

Excess  of  benefits  over 

5, 825. 20 

1,625.30 

Proportion  of  contributions  to 
benefits  received  (percent).. 

16.19 

6.47 

(Adapted  by  chairman  from  material  supplied  by  the 
Bureau  of  Research  and  Statistics  of  the  Social  Security 
Board.) 


Exhibit  14 

Old-age  insurance:  Illustration  showing  relJ.- 
tion  between  contributions  paid  in  and 
benefits  received  / 

Assume  the  cases  of  two  married  m^n  who 
entered  the  system  on  January  1,  1937,  and 
who  remain  therein  until  December  31,  1954. 
Assume  that  one  of  these  men  had  had,  over 
this  period,  an  average  monthly  wage  of  $250 
and  that  the  other  had  had  an  average 
monthly  wage  of  $25.  Assume  that  each  man 
retires  on  December  31,  1954,  at  the  age  of  65 
years  and  that  their  wives  were  at  that  time 
likewise  65  years  of  age.  Assume  further  that 
the  two  men  live  out  their  normal  life  ex¬ 
pectancies  after  65  (11.77  years),  and  that 
their  wives  live  ou,t' their  normal  life  expect¬ 
ancies  after  65  0.2.81  years) .  Please  calcu¬ 
late  the  amount'  of  money  which  would  have 
been  paid  in  by  each  of  these  men  and  the 
amount  which  would  be  paid  out  to  each 
man  and  to  his  wife  before  and  after  his 
death. 


- — - 

i r 

Contrib¬ 
utor  earn¬ 
ing  $250 
per  month 

Contrib¬ 
utor  earn¬ 
ing  $25 
per  month 

Amount  received  by  man  and 
wife . — . — 

$10, 725.  20 

$2, 695. 80 

Amount  contributed _ 

1, 125.00 

112.50 

Excess  benefits  over 
contributions- . 

9, 600.  20 

2,  583. 30 

Proportion  of  contributions  to 
benefits  received  (percent).. 

10.  49 

4.17 

(Adapted  by  chairman  from  material  supplied  by  the 
Bureau  of  Research  and  Statistics  of  the  Social  Security 
Board.) 

Exhibit  15 

Old-age  insurance  illustration  showing  rela¬ 
tion  between  contributions  paid  in  and 
benefits  received 

Assume  the  case  of  two  men  who  entered 
the  system  on  January  1,  1937,  and  who  re¬ 
main  therein  until  their  death  on  December 
31,  1945,  when  each  was  43  years  of  age.  As¬ 
sume  that  one  of  these  men  had  had,  over 
this  period,  an  average  monthly  wage  of  $250 
and  that  the  other  had  had  an  average 
monthly  wage  of  $25.  Assume  that  each  left 
no  children  but  left  a  widow  40  years  of  age 
at  the  time  of  his  death.  Assume  that  each 
widow  survived  until  the  age  of  65  years  and 
thereafter  lived  out  her  normal  life  expec¬ 
tancy  (12.81  years).  Please  calculate  the 
amount  of  money  which  would  have  been  paid 
in  by  each  of  these  men  and  the  amount 
which  would  be  paid  out  to  each  man’s  widow. 


\ 

Contribu¬ 
tor  earn¬ 
ing  $250  per 
month 

Contribu¬ 
tor  earn¬ 
ing  $25  per 
month 

Amount  received  by  widow... 
Amount  contributed . 

$5,  288.  00 

$1, 603. 00 

360. 00 

36.00 

Excess  benefits  over 
contributions. . 

4, 92S.  00 

1,  5G7. 00 

Proportion  of  contributions  to 
benefits  received  (percent).. 

6. 81 

2.24 

(Adapted  by  chairman  from  material  supplied  by  the 
Bureau  of  Research  and  Statistics  of  the  Social  Security 
Board.) 

Exhibit  16 

Old-age  insurance  illustration  showing 
monthly  benefits  paid  to  a  single  and  to  a 
married  man  and  his  wife,  on  the  basis  of 
$250  and  $25  average  monthly  ,wage 
Assume  a  single  man  and  a  married  man 
who  have  been  in  the  system  for  18  years 
earning  average  monthly  wages  of  $250.  As¬ 
sume  that  each  man  retired  on  December  31, 
1954,  at  the  age  of  65  years  and  that  the  tnar- 
ried  man’s  wife  was  then  likewise  65  years  of 
age.  Assume  further  that  the  two  men  live 
out  their  normal  life  expectancies  after  65 
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(11.77  years),  and  that  the  wife  of  the  mar¬ 
ried  man  lives  out  her  normal  life  expectancy 
after  65  (12.81  years). 

Please  calculate  the  primary  monthly  bene¬ 
fit  which  will  be  paid  to  the  single  man :  The 
monthly  benefit  which  will  be  paid  to  the 
married  man  and  to  his  wife  while  he  is  alive, 
and  the  monthly  benefit  which  will  be  paid  to 
the  widow  of  the  married  man  after  his 
death.  Please  calculate  the  monthly  benefits 
which  will  be  paid,  as  above,  if  we  assume  a 
$25  average  monthly  wage  basis  instead  of 
$250. 


Paid  on  basis  of  $250 

monthly  wage _ 

Paid  on  basis  of  $25 
monthly  wage _ 


Monthly  benefits 

Paid  to 
single 
man 

Paid  to 
married 
man  and 

Vi  iff 

Paid  to 
widow 

$47.  20 

11. 80 

> 

$70. 80 

17.70 

\$35. 40 
'■10.00 

Note. — Adapted  by  chairman  from  material  supplii 
by  the  Bureau  of  Research  and  Statistics  of  the  Social 
Security  Board. 

Exhibit  17.  Distribution  of  workers  earning 
under  $200  per  annum  under  the  old-age 
and  survivors  insurance  program,  by  States, 
1939 


State 


Mississippi _ 

Arkansas... . 

Florida _ 

North  Dakota. . 

Idaho... . 

New  Mexico _ 

Texas _ _ _ 

South  Dakota . 

Georgia . . . 

Louisiana _ 

Kansas . 

Utah . 

Nebraska . 

Oklahoma.. . 

South  Carolina _ 

Alabama _ 

Vermont _ 

Kentucky _ 

Iowa.. _ _ 

Tennessee . 

Arizona . 

Colorado _ 

Maine _ 

Virginia _ 

North  Carolina . 

Montana _ 

Wyoming _ 

Minnesota... . 

Oregon _ _ _ 

Delaware _ 

Nevada . . . 

Washington _ 

Missouri _ 

California _ 

Maryland _ _ 

New  Hampshire. . 

Indiana . . 

Wisconsin . . 

District  of  Columbia. 

West  Virginia _ 

Michigan _ 4. 

Ohio _ _ _ 

Illinois . 

New  Jersey _ _ 

Pennsylvania _ 

Massachusetts!! _ 

New  York,-f. _ 

Rhode  Isja'nd... . . 

Connecticut _ 


Percentage 
of  total 
workers 
earning 
under  $200 
per  annum 


47 

44 

42 

40 

33 
38 
37 
37 
36 
36 
35 
35 
35 
35 

34 
33 
32 
31 
31 
31 
31 
31 
30 
30 
30 
30 
29 
27 
27 
26 
26 
26 
25 
25 
24 
23 
23 
22 
22 
22 
20 
19 
19 
18 
18 
17 
17 
17 
15 


Exhibit  18.  Old-age  and  survivors  insur¬ 
ance — Comparison  of  average  monthly  per 
capita  employee  contributions  paid  in  over 
the  period  1937-40,  with  per  capita  benefits 
paid  out  in  December  1940,  by  States, 
ranked  by  size  of  average  contribution 


Note.— There  are  no  data  available  to  show  the  per¬ 
centage  of  contributors  by  States  whose  quarterly  wage 
fe  less  than  $50. 


State 

Average 

monthly 

per 

capita 

em¬ 

ployee 

contri¬ 

butions 

(1) 

Rank 

(2) 

Per 

capita 

bene¬ 

fits 

paid 

out 

(3) 

Rank 

(4) 

Differ- 

erence 

in 

rank 

(2) -(4) 

United  States... 

$0. 371 

$0,042 

Connecticut _ 

.614 

1 

.006 

4 

-3 

New  York _ 

.592 

2 

.060 

6 

-4 

New  Jersey _ 

.546 

3 

.065 

5 

—2 

Alaska . . 

.540 

4 

.013 

49 

-45 

Illinois..  _ 

.540 

5 

.053 

10 

-5 

Rhode  Island... 

.526 

6 

.071 

2 

Michigan . 

.524 

7 

.043 

17 

-10 

Massachusetts.. 

.517 

8 

.069 

3 

+5 

District,  of  Co 

lumbia _ 

.503 

9 

.037 

22 

-13 

Delaware _ 

.486 

10 

.051 

13 

-3 

Ohio . . 

.483 

11 

.056 

9 

+2 

California . . 

.469 

12 

.050 

14 

-2 

Pennsylvania.  .. 
Nevada . . 

.469 

13 

.058 

8 

,+5 

.445 

14 

.038 

21 

-7 

Washington _ 

.394 

15 

.053 

11 

+4 

Maryland  .  .  .. 

.393 

16 

.042 

20 

/  “4 

New  Hampshire. 

.375 

17 

.079 

1 

+16 

Indians^. _ 

.375 

18 

.043 

16 

+2 

Oregon. .V _ 

.362 

19 

.047 

15 

+4 

Wisconsin^. _ 

.353 

20 

.043 

18 

+2 

IVest  Virginia— . 

.319 

21 

.042 

19 

+2 

Missouri _ i._ 

.317 

22 

.037 

24 

-2 

Vermont . '. 

.311 

23 

..060 

7 

+  16 

Maine _ 

\  .309 

24 

/.  053 

12 

+12 

Wyoming _ 

\.282 

25 , 

.031 

28 

-3 

Colorado . 

-.  278 

26 

.037 

23 

+  3, 

Minnesota _ 

.'272 

27 

.032 

27 

II 

Montana _ 

'28 

.031 

29 

-1 

Arizona _ 

.258:, 

29 

.025 

34 

-5 

Utah.. . 

.25V 

\  30 

.035 

25 

+5 

Hawaii _ 

.261 

.31 

.029 

30 

+  1 

Texas.  _ 

;^25 

32 

.020 

43 

-11 

Virginia _ 

f.  223 

33-. 

.0 

33 

211 

Florida. 

..  .  220 

34 

i  .032 

26 

+8 

Idaho _ 2 

.207 

35 

y  023 

36 

-1 

Iowa . . /. 

.205 

36 

.027 

32 

+4i 

Louisiana  . 

.200 

37 

.  022 

39 

-2. 

North  Carolina. 

.187 

38 

,021‘ 

41 

-3 

Kansas.,  jf. _ 

.186 

39 

.025 

35 

+4i 

Oklahoma . . 

Nebraf&a _ 

.185 

40 

.017 

45 

.183 

41 

.022 

40 

+1 

Tennessee . 

.183 

42 

.023 

38 

+t 

Geafgia _ 

.172 

43 

.021 

42 

+3 

Kentucky . . 

.166 

44 

.028 

31 

,  +13: 

South  Carolina.. 

.156 

45 

.019 

44 

+i 

Alabama _ 

.155 

46 

.023 

37 

+9 

ft 

New  Mexico _ 

.152 

47 

.015 

47 

South  Dakota... 

.122 

48 

.015 

46 

+1 

North  Dakota... 

.105  [ 

49 

.010 

51 

Arkansas _ 

.089 

50 

.014 

48 

+2 

Mississippi _ 

.076 

51 

.012 

50 

+11 

CONFIRMATION  OF  NOMINATION  OF 
FRANCIS  BIDDLE 


During  the  delivery  of  Mr.  Downey’s 
speech, 

Mr.  CONNALLY.  Mr.  President,  will 
the  Senator  from  California  yield  to  me 
for  a  moment  to  permit  me  to  call  up  a 
nomination? 

Mr.  DOWNEY.  Certainly;  I  am  very 
happy  to  yield. 

Mr.  CONNALLY.  Mr.  President,  I  ask 
unanimous  consent,  as  in  executive  ses¬ 
sion,  to  call  up  the  nomination  of  Mr.: 
[Francis  Biddle  as  Attorney  General. 

Mr.  McNARY.  Mr.  President,  I  am 
sure  the  nomination  is  on  the  Executive 
Calendar.  I  am  advised  that  it  is  the 
unanimous  report  of  the  committee,  and 
that  Mr.  Biddle  desires  to  leave  the  city. 


I  join  in  the  request  made  by  the 
Senator  from  Texas. 

The  VICE  PRESIDENT.  Is  there 
jection?  The  Chair  hears  none.  As  in 
executive  session,  the  nomination  will  be 
read. 

The  legislative  clerk  read  the  nomina¬ 
tion  of  Francis  Biddle,  of  Pennsylvania, 
to  be  Attorney  General  of  the  United 
States. 

The  VICE  PRESIDENT.  The  ques¬ 
tion  is,  Will  the  Senate  advise  and  con¬ 
sent  to  this  nomination? 

Mr.  CONNALLY.  Mr.  President,  I 
thank  the  Senator  from  Oregon  very 
much  for  his  courteous  cooperation. 

The  Committee  on  the  Judiciary,  after 
complete  and  full  and  final  hearings, 
voted  unanimously  for  the  confirmation 
of  the  nomination  of  Mr.  Biddle.  I  un¬ 
derstand  that  he  has  some  engagements 
that  call  him  out  of  the  city.  For  that 
reason  I  should  like  to  have  the  nomina¬ 
tion  acted  upon  now,  so  that  he  may 
take  the  oath  and  leave  on  his  trip. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  nomination  is  confirmed. 

Mr.  CONNALLY.  I  ask  unanimous 
consent  that  the  President  be  immedi¬ 
ately  notified. 

The  VICE  PRESIDENT.  Without  ob¬ 
jection,  the  President  will  be  immediately 
notified  of  the  confirmation  of  the  nomi¬ 
nation. 

After  the  conclusion  of  Mr.  Downey’s 

REVENUE  ACT  OF  1841 

The  Senate  resumed  the  consideration 
of  the  bill  (H.  R.  5417)  to  provide  reve¬ 
nue,  and  for  other  purposes. 

The  VICE  PRESIDENT.  The  ques¬ 
tion  is  on  agreeing  to  the  last  committee 
amendment  passed  over,  the  amendment 
on  page  32. 

Mr.  HATCH.  Is  that  the  community- 
property  amendment? 

The  VICE  PRESIDENT.  It  is. 

Mr.  HATCH.  I  suggest  the  absence 
of  a  quorum. 

The  VICE  PRESIDENT.  The  clerk 
will  call  the  roll. 

The  legislative  clerk  called  the  roll, 
and  the  following  Senators  answered  to 
their  names: 


Adams 

Downey 

Murray 

Aiken 

Eastland 

Nye 

Andrews 

Ellender 

O  Daniel 

Austin 

George 

O’Mahoney 

Bailey 

Gerry 

Overton 

Bankhead 

Gillette 

Peace 

Barbour 

Green 

Radcliffe 

Barkley 

Guffey 

Rosier 

Bilbo 

Hatch 

Russell 

Brewster 

Hayden 

Schwartz 

Bridges 

Herring 

Smathers 

Brooks 

Hill 

Smith 

Brown 

Holman 

Spencer 

Bulow 

Hughes 

Taft 

Bunker 

Johnson,  Colo. 

Thomas,  Idaho 

Burton 

Kilgore 

Thomas,  Utah 

Butler 

La  Follette 

To  bey 

Byrd 

Langer 

Truman 

Capper 

Lee 

Tunnell 

Caraway 

Lodge 

Tydings 

Clark,  Idaho 

Lucas 

Vandenberg 

Clark,  Mo. 

McCarran 

Van  Nuys 

Connally 

McFarland 

Wallgren 

Danaher 

McNary 

Walsh 

Davis 

Maloney 

Wiiey 
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The  VICE  PRESIDENT.  Seventy-five 
Senators  having  answered  to  their 
names,  a  quorum  is  present.  The  clerk 
will  state  the  last  committee  amend¬ 
ment  passed  over. 

The  Legislative  Clerk.  It  is  proposed 
to  insert  on  page  32,  section  119,  as 
follows: 

Sec.  119.  Community  income. 

Tlie  Internal  Revenue  Code  is  amended  by 
inserting  after  section  28  the  following  new 
section: 

“Sec.  29.  Community  income. 

“For  the  purpose  of  determining  the  in¬ 
come-tax  liability  of  any  individual: 

"(a)  Income  earned  by  each  spouse 
(whether  or  not  treated  as  community  prop¬ 
erty  under  the  State  law)  shall  be  consid¬ 
ered  as  the  income  of  the  earner  thereof. 

“(b)  Income  derived  from  property  of  the 
marital  community  (except  such  property  as 
constitutes  either  income  derived  from  the 
separate  property  of  either  spouse  or  prop¬ 
erty  acquired  therewith)  shall  be  considered 
as  the  income  of  the  spouse  who  has  the 
management  and  control  thereof  under  the 
law  of  the  jurisdiction  in  which  the  marital 
community  exists. 

“(c)  In  case  the  spouses  elect  to  file  sepa¬ 
rate  returns,  the  spouse  required  under  this 
section  to  treat  such  income  as  his  indi¬ 
vidual  income  shall  alone  be  entitled  to  the 
deductions  and  credits  allowed  under  this 
chapter  which  are  properly  allocable  to  such 
income.” 

Mr.  GEORGE.  Mr.  President,  the 
senior  Senator  from  Alabama  [Mr. 
Bankhead]  offered  an  amendment  to  the 
pending  tax  bill  with  reference  to  the 
pension  amendment  which  the  Senator 
from  California  announced  might  be  of¬ 
fered  to  the  bill  by  him  later.  I  have 
given  some  consideration  to  the  sugges¬ 
tion  contained  in  the  amendment  of  the 
senior  Senator  from  Alabama,  and  I  am 
clear  in  my  own  mind  that  the  better 
course  would  be  not  to  offer  the  amend¬ 
ment  asking  the  Ways  and  Means  Com¬ 
mittee  to  give  consideration  to  the  pend¬ 
ing  question,  but  to  proceed  with  a  hear¬ 
ing  for  the  purpose  of  developing  the 
facts  and  formulating  legislation  which 
could  be  offered  as  an  amendment  to  any 
appropriate  revenue  bill  coming  over 
from  the  House  hereafter.  So  I  express 
the  hope  that  the  Senator  from  Alabama 
might  find  it  consistent  not  to  urge  the 
amendment  which  he  suggested.  I  am 
sure  that  we  appreciate  his  purpose  and 
interest,  but  I  think  perhaps  the  other 
course  would  accomplish  better  results. 

Mr.  BANKHEAD.  Mr.  President,  I 
have  very  great  confidence  in  the  judg¬ 
ment  and  the  sincerity  of  the  chairman 
of  the  Committee  on  Finance,  the  emi¬ 
nent  Senator  from  Georgia  [Mr.  George]. 
The  thought  has  been  expressed  here 
that  the  proposed  action  might  have  a 
tendency  to  create  prejudice  at  the  other 
end  of  the  Capitol  against  the  proposal, 
and  I  do  not  wish  to  do  anything  which 
might  jeopardize  the  best  interests  of 
the  proposal.  In  view  of  the  judgment 
expressed  by  the  Senator  from  Georgia 
that  the  amendment  should  not  be  in¬ 
cluded  in  the  pending  bill,  I  shall  acqui¬ 
esce  and  follow  his  suggestion  and  not 
press  for  action  on  the  amendment. 
However,  I  wish  to  say  that  I  think  what 
has  been  done  here  today  under  the  lead¬ 


ership  of  the  junior  Senator  from  Cali¬ 
fornia  will  serve  a  most  useful  purpose. 
It  has  been  demonstrated  that  there  is 
keen  and  active  and  aggressive  interest 
in  action,  at  least,  on  an  old-age-pension 
bill.  I  think  it  has  been  clearly  mani¬ 
fested,  so  that  Members  of  the  House  will 
understand,  that  unless  some  action  is 
taken  in  that  originating  body  we  will 
feel  free  here  to  act  in  an  appropriate 
way  at  the  proper  time  by  a  rider  to 
some  other  tax  bill.  So  I  feel  that,  on 
the  whole,  we  have  made  good  progress 
today,  and  I  shall  not  offer  the  amend¬ 
ment. 

Mr.  CONNALLY.  Mr.  President,  I 
wish  to  say  to  the  Senator  from  Alabama 
[Mr.  Bankhead]  and  to  the  Senator  from 
Georgia  [Mr.  George]  that  I  also  have 
pending  a  measure  relating  to  the  Social 
Security  Act,  particularly  the  old-age- 
pension  matter,  which  I  had  expected  to 
offer  to  the  pending  bill  in  case  the  Sen¬ 
ate  considered  other  amendments  along 
that  line,  but  I  shall  not  offer  it  because 
of  the  assurances  made  by  the  Senator 
from  Georgia  that  at  some  later  time  a 
complete  hearing  may  be  had  and  that 
the  whole  question  may  be  considered.  I 
will  say  that  the  measure  which  I  had 
intended  to  introduce,  and  which  I  in¬ 
tended  to  offer  as  an  amendment  to  the 
pending  bill,  has  the  unanimous  approval 
of  the  Social  Security  Board.  It  deals 
with  what  is  known  as  the  variable  grant, 
and  relates  to  the  percentage  of  con¬ 
tribution  made  by  the  Federal  Govern¬ 
ment  to  the  various  States  for  the  pur¬ 
pose  of  paying  old-age  pensions.  It 
would  materially  help  the  weaker  States 
which  are  not  now  making  adequate  ap¬ 
propriations.  However,  I  do  not  wish  to 
press  the  matter  on  the  Senate  now,  and 
I  shall  refrain  from  offering  the  amend¬ 
ment  and  let  it  lie  over,  as  suggested 
by  the  Senator  from  Georgia. 

PERSONAL  EXPLANATION 

Mr.  AIKEN.  Mr.  President,  I  rise  to 
a  question  of  personal  privilege.  In  the 
nationally  syndicated  column  The  Wash¬ 
ington  Merry-Go-Round,  written  by 
Drew  Pearson  and  Robert  Allen,  and 
which  appeared  on  August  30  in  many 
newspapers  throughout  the  country,  it 
was  stated  that  certain  Senators  and 
Representatives  were  being  used  by  Nazi 
agents  for  the  purpose  of  selling  and  dis¬ 
tributing  anti-British  books  and  propa¬ 
ganda  material. 

It  was  charged  that  the  Flanders-Hall 
Publishing  Co.,  Scotch  Plains,  N.  J.,  had 
issued  publicity  listing  several  Senators 
and  Representatives  as  boosting  a  book 
entitled  “The  100  Families  That  Rule  the 
Empire.”  This  column  alleged  that  testi¬ 
monials  from  several  Senators  and  Rep¬ 
resentatives,  including  myself,  were  used 
to  promote  the  sale  of  this  book. 

When  I  returned  to  Washington  last 
Tuesday  I  called  Mr.  Robert  Allen  about 
this  matter,  and  he  has  since  sent  me  a 
photostat  of  the  circular  referred  to.  On 
one  side  of  it  appear  alleged  testimonials 
of  the  several  Senators  and  Representa¬ 
tives,  and  on  the  other  side  it  reads: 

A  sensation  from  coast  to  coast  *  *  • 

a  “bombshell”  in  official  Washington  *  •  • 


front  page  in  the  Herald  Tribune  *  »  » 

lengthy  columns  in  the  Sun,  the  Post,  and 
many  others.  *  *  * 

The  implication  was  that  these  news¬ 
papers,  including  the  New  York  Herald 
Tribune,  are  also  endorsing  this  book, 
which  I  doubt  very  much  is  the  case. 

The  so-called  testimonial  which  I  am 
supposed  to  have  contributed  to  this 
circular  reads  as  follows: 

I  guess  those  boys  tie  in  pretty  closely  with 
the  colonies. 

Mr.  President,  I  want  to  say  here  and 
now  that  I  never  heard  of  the  Flanders- 
Hall  Publishing  Co.  until  this  week.  I 
have  never  read  the  book  referred  to. 
I  have  no  idea  what  its  contents  may  be, 
and  I  certainly  have  never  given  any  tes¬ 
timonial  to  be  used  for  promoting  the 
sale  of  this  book  or  any  other  book  fall¬ 
ing  within  the  category  of  propaganda. 

I  am  advised  by  my  secretary  that  such 
a  book  was  brought  to  my  office  and  was 
deposited  in  the  wastebasket,  where  it 
belonged,  along  with  the  day’s  usual  sup¬ 
ply  of  propaganda  material  which  comes 
from  all  sources. 

Mr.  President,  I  do  not  attempt  to 
speak  for  the  other  Members  cf  the  Sen¬ 
ate  and  House  who  allegedly  gave  these 
testimonials.  It  would  appear  to  me  that 
practically  all,  if  not  all  of  them,  have 
been  placed  in  a  false  position,  or  what 
they  said  was  put  forth  in  a  misleading 
manner.  But  I  wish  to  say  that,  so  far 
as  I  am  concerned,  I  never  have  and 
never  expect  to  give  the  use  of  my  name 
for  promoting  any  propaganda  material 
of  this  nature. 

REVENUE  ACT  OF  1941 

The  Senate  resumed  the  consideration 
of  the  bill  (H.  R.  5417)  to  provide  reve¬ 
nue,  and  for  other  purposes. 

Mr.  CONNALLY.  Mr.  President,  a 
parliamentary  inquiry.  What  is  the 
pending  amendment? 

Tire  VICE  PRESIDENT.  The  com¬ 
mittee  amendment  on  page  32,  the 
so-called  community-property  amend¬ 
ment. 

Mr.  CONNALLY.  I  suppose  some  pro¬ 
ponent  of  the  amendment  would  like  to 
discuss  it  first.  If  net,  I  am  prepared  to 
discuss  it. 

Mr.  GEORGE.  Mr.  President,  I  dis¬ 
cussed  the  amendment  in  the  opening 
statement  which  I  made  on  the  bill,  and 
I  do  not  care  to  go  into  it  at  this  time, 
because  I  realize  that  Senators  from  the 
so-called  community-property  States  will 
desire  to  debate  this  issue.  I  reserve 
what  additional  statement  I  may  care  to 
make,  so  far  as  I  am  concerned,  until  a 
later  period  in  the  debate. 

Mr.  President,  there  is  a  possibility 
that  we  might  profitably  have  disposed 
of  other  matters  at  this  time.  I  am  not 
advised  of  any  other  pending  committee 
amendment  except  the  one  in  question. 
The  bill  has  not  been  thrown  open  to 
general  amendment  yet,  except  in  one  in¬ 
stance.  So  I  suppose  we  might  as  well 
proceed  with  the  consideration  of  this 
matter  at  this  time. 

Mr.  CONNALLY.  Mr.  President,  the 
Finance  Committee  spent  3  weeks  in 
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considering  the  bill,  2  weeks  of  which  were 
devoted  to  hearings,  and  I  apologize  to 
the  Senate  for  taking  up  any  of  its  time 
in  discussing  this  particular  amendment, 
but  this  is  the  only  place,  here  on  the 
floor  of  the  Senate,  where  we  are  able 
to  get  a  hearing.  The  Senate  Finance 
Committee — and  I  say  it  with  all  due 
respect  and  affection  for  my  associates — 
were  willing  to  hear  those  who  came  be¬ 
fore  it  on  the  question  of  bottled  drinks, 
and  admissions  to  theaters,  and  jewelry, 
and  the  percentage  of  tax  which  should 
be  paid  on  slot  machines,  but  the  com¬ 
mittee  did  not  have  any  time  which  it 
could  accord  to  the  citizens  of  eight  sov¬ 
ereign  States  when  it  came  to  a  pro¬ 
posal  to  repeal  by  indirection  the  prop¬ 
erty  laws  of  those  States.  We  could  not 
get  any  hearing  on  that  matter. 

The  Senator  from  Texas  happens  to 
be  the  only  member  of  the  Finance  Com¬ 
mittee  who  comes  from  a  community- 
property  State.  So,  like  the  boy  who 
stood  on  the  burning  deck,  I  was  the 
only  one  who  could  not  flee. 

Mr.  HATCH.  We  did  not  flee. 

Mr.  CONNALLY.  I  am  talking  about 
the  other  members  of  the  Finance  Com¬ 
mittee.  The  Senator  from  New  Mexico 
is  not  a  member  of  the  Finance  Commit¬ 
tee.  So,  Mr.  President,  I  was  alone  able 
to  beg  and  plead  with  the  committee  to 
postpone  the  matter  and  let  it  go  over 
until  the  administrative  bill  shall  be  taken 
up  this  fall,  but  those  supporting  the 
proposal  were  so  zealous,  and  they  had 
such  a  passion  for  getting  money  out  of 
our  pockets,  that  they  would  not  post¬ 
pone  the  matter  at  all.  But  when  it 
came  to  the  joint  return,  which  would 
have  affected  New  York  State,  that  rich 
State;  or  Illinois,  with  Chicago;  or  Michi¬ 
gan  and  automobile  fortunes — “Why  no; 
we  cannot  tolerate  that.  We  will  not 
tolerate  that  for  a  moment.”  The  Fi¬ 
nance  Committee  just  dismissed  that  pro¬ 
posal  and  said,  “Oh,  well,  that  matter 
can  wait  for  some  future  bill.  Putting 
everybody  in  the  same  boat,  and  having 
a  joint  return  for  a  woman’s  millions  in 
New  York,  along  with  her  husband’s  mil¬ 
lions — we  will  not  tolerate  that,  we  will 
not  think  about  considering  that  ques¬ 
tion  at  this  time.” 

As  soon  as  they  had  disposed  of  that 
matter  very  quickly  and  efficaciously  they 
called  up  for  the  attention  of  the  guillo¬ 
tine — and  the  guillotine  has  returned  to 
modern  life,  at  least  in  Paris — the  nine 
community-property  States. 

My  excuse  for  discussing  this  matter 
in  the  Senate  is  that  this  is  the  only 
place  where  we  can  obtain  a  hearing. 
The  Senator  from  Pennsylvania  [Mr. 
Davis]  knows  that,  because  he  is  a  mem¬ 
ber  of  the  Finance  Committee. 

Mr.  DAVIS.  So  is  the  Senator  from 
Texas. 

Mr.  CONNALLY.  I  am  and,  as  I  say, 
the  Senator  from  Pennsylvania  knows 
that  this  is  the  only  place  where  we  have 
had  a  hearing. 

While  I  am  looking  at  the  Senator 
from  Pennsylvania,  I  wish  to  tell  him 
that  if  he  wishes  to  tax  the  property  of 
the  women  and  poor  folks  of  my  State  in 
the  name  of  somebody  else,  it  will  not  be 
long  before  the  millionaires  of  Pitts¬ 
burgh  will  be  including  the  income  of 


their  wives  in  their  own  returns,  and 
paying  a  single  tax  on  it.  We  have  some 
votes.  That  is  not  a  threat,  but  simply 
a  little  side  remark  which  may  or  may 
not  be  considered  in  the  future. 

Mr.  President,  I  have  been  a  member 
of  the  Finance  Committee  for  12  years. 
During  that  time  I  have  been  through  a 
fight  on  this  question  every  time  a  tax 
bill  has  been  before  us.  We  used  to 
work  under  the  Republicans.  The  Re¬ 
publicans  never  imposed  such  a  tax. 
They  never  endeavored  to  do  so,  except 
as  a  sort  of  gesture.  We  argued  the 
question  with  them,  and  reasoned  it  out 
with  them.  They  saw  the  reason  of  it, 
and  abandoned  the  effort. 

But  under  the  Democratic  administra¬ 
tion  the  present  Secretary  cf  the  Treas¬ 
ury,  Mr.  Morgenthau,  from  New  York, 
has  reversed  the  public  policy  with  re¬ 
gard  to  this  matter,  and  is  out  gunning 
for  Texas,  Louisiana,  New  Mexico,  Ari¬ 
zona,  California,  Nevada,  Washington, 
Idaho,  and  Oklahoma.  Most  of  those 
States  voted  the  Democratic  ticket  in  the 
last  election.  The  theory  of  the  Secre¬ 
tary  of  the  Treasury  seems  to  be  that  if 
possible  we  should  drive  them  back  into 
the  Republican  Party  at  the  next  election. 

The  Secretary  of  the  Treasury  under¬ 
takes  to  reverse  the  policy  of  my  State, 
which  it  has  had  in  its  constitution  and 
its  statutes  for  more  than  a  hundred 
years.  While  the  present  Secretary  of 
the  Treasury  was  still  in  the  great  womb 
of  the  unborn  my  State  had  this  doctrine 
and  this  policy.  The  men  who  fought 
the  Battle  of  San  Jacinto,  before  they 
wiped  the  blood  from  their  swords,  put 
this  doctrine  into  the  Constitution  of  the 
Republic  of  Texas.  They  said,  “In  this 
republic  of  ours  we  recognize  a  marital 
partnership.  The  earnings  of  that  mari¬ 
tal  partnership  shall  belong  half  to  the 
husband  and  half  to  the  wife.” 

That  principle  went  into  the  constitu¬ 
tion  of  my  State.  When  Texas  came 
into  the  Union  it  came  with  that  clause 
in  its  constitution.  If  the  Union  did  not 
want  us  why  did  it  not  turn  us  down? 
We  did  not  surrender  our  rights.  We  did 
not  agree  to  wipe  out  our  constitution. 
We  did  not  agree  to  repeal  our  statutes 
for  the  privilege  of  giving  up  our  sover¬ 
eignty  as  a  republic  among  the  states  of 
the  world.  We  thought  that  our  consti¬ 
tution  and  our  laws  would  be  respected. 
They  have  been  respected  in  this  par¬ 
ticular  at  least  until  the  present  Secre¬ 
tary  of  the  Treasury  advocated  the  re¬ 
versal  of  the  policy. 

They  are  now  having  a  conference  in 
a  little  room,  and  before  we  can  act  on 
this  matter  we  must  obtain  the  consent 
of  some  little  fellow  in  the  Treasury  De¬ 
partment.  That  is  why  I  am  speaking 
today. 

Mr.  GEORGE.  Mr  President,  will  the 
Senator  yield? 

Mr.  CONNALLY.  I  yield. 

Mr.  GEORGE.  I  think  the  Senator  is 
speaking  entirely  out  of  order  in  making 
such  a  statement. 

Mr.  CONNALLY.  What  statement? 

Mr.  GEORGE.  The  statement  which 
the  Senator  has  just  made,  that  a  con¬ 
ference  is  now  being  held  in  a  little  room, 
and  that  we  must  obtain  the  consent  of 


some  little  fellow  in  the  Treasury  Depart¬ 
ment  before  we  can  act  on  this  matter. 

Mr.  CONNALLY.  Is  not  a  conference 
in  progress? 

Mr.  GEORGE.  Yes;  but  in  good  faith, 
because  uf  the  Senators  from  community- 
property  States,  who  are  looking  to  a  pos¬ 
sible  avoidance  of  the  issue  at  this  time 
so  as  not  to  prolong  the  debate  on  a  bill 
which  ought  to  be  passed. 

Mr.  CONNALLY.  Very  well.  I  accept 
the  Senator’s  statement. 

Mr.  GEORGE.  I  do  not  want  the  Sen¬ 
ator  to  accept  it  in  that  way. 

Mr.  CONNALLY  I  do  not  know  a 
thing  about  the  conference.  I  suppose 
the  Senator  does,  because  he  says  it  is 
going  on.  I  have  no  disposition  to  criti¬ 
cize  the  Senator.  I  am  glad  it  is  going  on, 
because  I  am  hopeful  that  it  may  result 
in  some  good. 

Mr.  GEORGE.  I  do  not  think  the  Sen¬ 
ator’s  statement  is  fair  when  by  clear 
inference  and  implication  he  suggests 
that  the  committee  and  the  Senate  are 
awaiting  a  decision  by  someone  on  the 
outside. 

Mr.  CONNALLY.  Very  well.  I  will 
withdraw  the  statement. 

Mr.  GEORGE.  I  hope  the  Senator  will. 

Mr.  CONNALLY.  I  know  we  are  wait¬ 
ing. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  jdeld? 

Mr.  CONNALLY.  I  yield. 

Mr.  HATCH.  The  statement  was 
made  by  the  Senator  from  Georgia  that 
perhaps  this  controversy  may  be  elim¬ 
inated  in  order  that  the  debate  may  not 
be  prolonged.  That  reminds  me  that  it 
has  been  suggested  to  those  of  us  who 
come  from  the  community-property 
States  that  we  have  no  right  to  prolong 
the  debate,  and  that  we  should  not  talk, 
lest  we  be  accused  of  filibustering  on  a 
very  important  measure  of  this  kind 
when  each  day  the  debate  is  prolonged 
millions  of  dollars  in  excise  taxes  are  lost. 
Of  course  the  Government  does  not  col¬ 
lect  the  taxes  so  long  as  the  debate  is 
prolonged.  We  do  not  want  to  be 
charged  with  filibustering,  if  that  is  the 
imputation  just  made. 

Mr.  GEORGE.  No,  Mr.  President.  If 
Senators  want  this  matter  to  go  straight 
through  to  a  final  issue  the  chairman  of 
the  Finance  Committee  is  ready  to  carry 
it  through.  I  have  made  no  charge  that 
there  is  any  filibuster.  In  perfect  good 
faith  I  had  a  conference  this  morning 
with  three  Senators  from  community- 
property  States  in  the  hope  that  we 
might  let  this  particular  matter  go  over 
until  a  subsequent  tax  bill  comes  before 
the  Senate. 

There  has  been  no  suggestion  of  fili¬ 
buster.  On  the  contrary,  the  frank 
statement  has  been  made  by  me  and  by 
Senators  from  the  community-property 
States  that  they  have  the  right  to  dis¬ 
cuss  the  issue  and  are  expected  to  do  so. 
Some  of  us  desire  to  bring  the  debate  to 
a  conclusion  at  the  earliest  possible  time, 
consistent  with  fair  discussion.  There 
has  been  no  suggestion  of  filibuster,  or 
any  intention  on  the  part  of  anybody  to 
filibuster. 

Mr.  HATCH.  There  has  been  no  sug¬ 
gestion  on  the  floor,  but  it  has  been  made. 
It  has  been  made  to  me. 
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Mr.  GEORGE.  Mr.  President,  I  ask 
the  Senator  to  wait  a  moment.  It  has 
not  been  made  on  this  floor. 

Mr.  HATCH.  No;  it  has  not. 

Mr.  GEORGE.  I  have  not  made  it, 
and  I  have  not  intimated  it. 

Mr.  OVERTON.  I  wish  to  say,  in  jus¬ 
tice  to  the  chairman  of  the  Finance  Com¬ 
mittee,  that  I  was  in  the  conference  this 
morning,  and  he  very  frankly  stated  to  us 
that  he  knew  the  deep  interest  the  citi¬ 
zens  of  the  several  community-property 
States  have  in  this  amendment,  and  that 
he  expected  any  or  all  Senators  who  have 
the  honor  of  representing  such  States  to 
present  to  the  Senate  a  discussion  of  the 
amendment,  and  he  did  not  feel  that  in 
doing  so  we  would  be  undertaking  any 
filibuster. 

Mr.  HATCH.  I  am  very  glad  to  have 
that  statement.  I  was  not  at  the 
conference. 

Mr.  OVERTON.  I  was,  and  I  desire  to 
say  that  the  chairman  of  the  Finance 
Committee  was  very  nice  about  it.  He 
did  not  express  any  desire  that  we 
should  withhold  any  argument  we  might 
have  to  make,  and  which  he  realized  we 
would  have  to  present  upon  the  floor.  I 
think  he  rather  expects  us  to  present  our 
views  upon  the  floor,  and  he  did  not  sug¬ 
gest  to  us  that  we  should  curtail  our 
speeches. 

It  is  true,  as  the  Senator  from  Georgia 
has  stated,  that  he  would  like  to  see  as 
prompt  a  disposition  of  the  bill  as  possi¬ 
ble,  but  he  realizes  that  this  amendment 
is  one  which  vitally  concerns  the  eight 
c  mmunity-property  States,  and  that 
each  Senator  from  each  of  the  eight 
community-property  States  is  vitally  in¬ 
terested  in  this  amendment,  is  strongly 
opposed  to  it,  and  should  have  the  oppor¬ 
tunity  of  presenting  his  views  upon  the 
floor. 

I  desire  to  say  that  the  chairman  of  the 
committee  treated  us  very  nicely  in  the 
conference  we  had.  Let  me  say  further 
that  I  realize  what  the  Senator  from  New 
Mexico  said  awhile  ago,  that  there  is  a 
rumor  of  an  intention  to  filibuster.  I 
think  I  can  speak  for  the  Senators  from 
Texas,  the  Senators  from  New  Mexico, 
the  junior  Senator  from  Louisiana,  my 
colleague,  and  the  Senators  from  Cali¬ 
fornia,  Washington,  Nevada,  Idaho,  and 
Arizona,  in  saying  that  there  is  no  inten¬ 
tion  on  the  part  of  any  of  these  Senators 
to  filibuster,  but  in  the  event  this  amend¬ 
ment  should  be  adopted  the:  do  not  pro¬ 
pose  to  go  back  to  their  States  and  have 
their  constituents  say  to  them,  “Well,  the 
Senate  forced  this  income-tax  amend¬ 
ment  on  our  people.  V/hat  have  you  to 
say  about  it?  What  fight  did  you  put 
up?”  “Well,  I  did  not  say  anything.” 

I  do  not  intend  to  be  placed  in  that 
attitude,  and  I  am  sure  the  Senator  from 
New  Mexico  does  not.  I  have  certain 
views  to  express  about  the  question. 
Louisiana  is,  I  think,  the  oldest  com¬ 
munity-property  State  in  the  Union.  We 
had  that  system  in  colonial  days.  We 
came  into  the  sisterhood  of  States  with 
that  system  of  property  ownership,  and, 
of  course,  I  desire  to  say  something  about 
it  at  the  proper  time. 

I  thank  the  Senator  for  yielding. 

Mr.  HATCH.  I  merely  desire  to  say 
that  I  did  bring  out  in  the  open  the  ques¬ 


tion  of  filibustering,  because  it  had  been 
charged — not  on  the  floor — that  we  were 
going  to  filibuster  on  a  bill  which  involved 
a  great  national  emergency.  I  think  we 
shall  discuss  the  bill.  So  far  as  I  am 
concerned,  I  think  I  can  say  in  15  min¬ 
utes  all  I  have  to  say  on  the  bill.  Other 
Senators  may  have  different  views,  but 
when  the  Congress  is  asked  to  legislate 
for  the  State  of  New  Mexico  and  to 
change  property  rights  of  the  citizens  of 
my  State  I  do  not  propose  to  be  here 
while  that  goes  on  without  saying  some 
word.  If  I  do  not  get  through  in  10 
minutes,  and  if  I  desire  to  take  20  min¬ 
utes,  or  an  hour,  or  2  hours,  I  shall  do  so. 
I  thank  the  Senator. 

Mr.  CONNALLY.  Mr.  President,  I  de¬ 
sire  to  say  to  the  Senator  from  Georgia 
particularly,  and  to  other  Senators,  that 
in  my  rather  sharp  remarks  about  the 
Treasury  I  meant  no  stricture  whatever 
on  the  Senator  from  Georgia.  I  very 
greatly  appreciate  his  attitude  and  his 
conferences.  I  am  very  happy  that  he 
is  the  chairman  of  the  Finance  Commit¬ 
tee.  I  feel  honored  in  being  able  to  serve 
under  him,  and  I  have  always  undertaken 
to  show  him  every  consideration,  as  he 
has  always  accorded  every  consideration 
to  me. 

So  far  as  I  am  concerned,  if  the  Sen¬ 
ator  from  Georgia  desires  to  postpone 
consideration  of  this  matter  to  some  fu¬ 
ture  time,  of  course,  that  will  be  entirely 
agreeable  to  the  Senator  from  Texas,  and 
I  am  sure  it  will  be  agreeable  to  all  Sen¬ 
ators  who  are  similarly  affected.  I  prob¬ 
ably  showed  a  little  heat,  but  I  was  not 
talking  about  the  Senator  from  Georgia. 
I  was  talking  about  the  time  the  Treas¬ 
ury  Department  always  gets  before  the 
committee — and  it  is  proper  that  it 
should  get  time — to  explain  its  views  on 
everything  before  us,  whereas  we  were 
not  accorded  any  opportunity  of  a  hear¬ 
ing  on  this  particular  proposal. 

Mr.  HAYDEN.  If  I  may  interrupt,  the 
Senator  is  well  aware  that  there  are  able 
lawyers  and  others  in  the  community- 
property  States  who  would  insist  upon 
appearing  before  the  Committee  on 
Finance  in  order  that  the  problem  might 
be  thoroughly  understood.  They  are  en¬ 
titled  to  a  hearing;  and  I  am  satisfied 
that  if  the  committee  heard  the  case 
completely,  the  result  would  be  as  it  has 
been  in  previous  years — the  amendment 
would  not  be  reported  from  the  com¬ 
mittee. 

Mr.  CONNALLY.  I  thank  the  Sena¬ 
tor. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield  at  that  point? 

Mr.  CONNALLY.  I  yield. 

Mr.  HATCH.  I  desire  to  say  that  I 
am  so  confident  of  the  accuracy  of  what 
the  Senator  from  Arizona  has  just  said 
that  I  feel  sure  that  if  the  Finance  Com¬ 
mittee  understood  the  community-prop¬ 
erty  law  as  it  exists  in  my  State  and  in 
his  State,  the  committee  never  would  re¬ 
port  this  amendment.  I  feel  that  way 
about  the  chairman  of  the  committee. 
I  have  such  high  regard  for  his  legal 
ability  and  his  integrity  that  I  think  that 
n  he  thoroughly  understood  the  law  as 
it  is  in  New  Mexico,  he  himself  would 
be  here  opposing  this  amendment.  I 
certainly  think  that  if  the  committee  is 
going  to  attempt  to  do  something  to  us — 


something  which  this  bill  would  do — the 
members  of  the  committee  should  afford 
us  the  opportunity  of  having  lawyers  and 
other  persons  from  our  States  appear  be¬ 
fore  it  so  that  we  might  at  least  have 
our  views  presented  to  the  committee. 

Mr.  HAYDEN.  There  are  just  two 
points  to  be  considered,  which  appeal  to 
me.  One  is  that  the  doctrine  of  com¬ 
munity  property  was  adopted  long  before 
Congress  was  enabled  by  constitutional 
amendment  to  enact  an  income-tax  law. 
In  the  part  of  the  United  States  which 
originally  belonged  to  Spain,  and  then 
to  Mexico — that  is,  California,  Nevada, 
Texas,  Arizona,  and  New  Mexico — and  in 
Louisiana,  which  came  by  way  of  France, 
under  the  Code  Napoleon  that  precedent 
was  established. 

Mr.  HATCH.  If  I  may  interrupt  the 
Senator,  the  practice  began  in  the 
twelfth  century. 

Mr.  HAYDEN.  But  the  constitutions 
of  those  States  and  all  the  laws  enacted 
in  those  States  were  enacted  long  before 
Congress  had  power  to  pass  an  income- 
tax  law;  so  that  this  is  no  newly  devised 
scheme  to  evade  the  law. 

Mr.  McCARRAN.  Mr.  President,  will 
the  Senator  yield  there? 

Mr.  HAYDEN.  Yes. 

Mr.  McCARRAN.  Let  me  say,  in  ad¬ 
dition  to  what  the  Senator  has  just  said, 
that  the  community-property  laws, 
which  originally  were  fundamental  in 
the  constitutions  of  the  States  carved 
out  of  the  territory  referred  to,  were 
approved  in  the  first  instance,  and  the 
enabling  acts  passed  by  the  Congress 
of  the  United  States  contained  this  spe¬ 
cial  provision  with  respect  to  each  of 
the  constitutions  of  the  respective  States 
referred  to.  In  other  words,  there  were 
in  these  organic  laws  provisions  regard¬ 
ing  community  property,  and  Congress 
acquiesced  in  those  provisions. 

Mr.  HAYDEN.  The  other  point  is 
that  the  Supreme  Court  of  the  United 
States  in  numerous  decisions  has  held 
that  the  taxpayer  who  owns  the  property 
should  pay  the  tax.  There  is  no  question 
about  who  owns  community  property;  it 
belongs  one-half  to  the  husband  and  one- 
half  to  the  wife.  That  very  issue  has 
been  passed  upon  by  our  Supreme  Court; 
and  my  judgment  is  that  if  this  tax  is 
enacted,  and  if  it  is  taken  to  the  Supreme 
Court,  the  net  effect  will  be  that  it  will 
have  to  be  refunded  with  interest  at  6 
percent.  It  will  not  stick  if  the  Supreme 
Court  of  the  United  States  is  in  any  man¬ 
ner  bound  by  its  numerous  precedents. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield  there? 

Mr.  HAYDEN.  I  yield. 

Mr.  HATCH.  The  Senator  refers  to 
the  ownership  of  income.  This  bill  does 
not. 

Mr.  HAYDEN.  I  understand  that,  but 
the  Supreme  Court  has  decided  that  he 
who  owns  the  property  shall  pay  the  tax. 

Mr.  HATCH.  No;  but  the  bill  starts  a 
brand-new  theory.  Ownership  is  not  in¬ 
volved.  It  does  not  make  any  difference 
who  owns  the  income;  this  bill  says  that 
in  the  community-property  States  the 
one  who  earns  the  income  shall  pay  the 
tax. 

Mr.  HAYDEN.  That  does  not  conform 
to  the  decisions  of  the  Supreme  Court  in 
numerous  instances. 


CONGRESSIONAL  RECORD— SENATE  September  5 


7340 

Mr.  HATCH.  Who  earns  the  Sena¬ 
tor’s  income?  I  will  withdraw  that  ques¬ 
tion  for  fear  it  might  embarrass  the 
Senator. 

Mr.  HAYDEN.  I  hope  the  Senator 
will. 

Mr.  HATCH.  I  say  it  is  a  brand-new 
theory  of  taxation.  I  do  not  think  any 
committee  ever  before  devised  a  scheme 
which  eliminated  the  question  of  owner¬ 
ship  altogether  and  provided  that  who¬ 
ever  earns  the  income  must  pay  the  tax. 
I  thank  the  Senator  from  Texas. 

Mr.  CONNALLY.  Mr.  President,  I 
shall  be  glad  to  yield  if  the  Senator  de¬ 
sires  to  proceed  further. 

On  the  point  that  is  suggested  by  the 
Senator  from  Arizona  and  the  Senator 
from  New  Mexico,  this  bill  undertakes 
to  say  that,  no  matter  if  the  wife  does 
own  half  the  community  income  and  the 
husband  owns  the  other  half,  he  shall 
pay  a  tax  on  all  of  it. 

Mr.  HATCH.  No,  no;  the  bill  does  not 
say  that.  It  says  the  person  who  earns 
the  income  must  pay  the  tax. 

Mr.  CONNALLY.  That  is  the  theory 
of  the  Senator,  that  the  husband  is  to 
be  taxed  not  only  for  his  interest  in  the 
income  but  also  for  his  wife’s  interest  in 
the  income.  The  Supreme  Court  of  the 
United  States  has  passed  on  this  ques¬ 
tion;  it  passed  on  it  in  a  case  from  Wis¬ 
consin,  which  is  not  a  community-prop¬ 
erty  State. 

Mr.  HATCH.  May  I  interrupt  the 
Senator  again? 

Mr.  CONNALLY.  I  am  glad  to  yield. 

Mr.  HATCH.  There  is  another  rule 
which  is  laid  down  which  is  a  little  dif¬ 
ferent.  It  is  this: 

(b)  Income  derived  from  property  of  the 
marital  community  (except  such  property  as 
constitutes  either  income  derived  from  the 
separate  property  of  either  spouse  or  property 
acquired  therewith)  shall  be  considered  as 
the  income  of  the  spouse  who  has  the  man¬ 
agement  and  control  thereof  under  the  law 
of  the  jurisdiction  in  which  the  marital  com¬ 
munity  exists. 

So  that  is  another  test  which  is  laid 
down.  It  is  not  a  question  of  ownership 
but  a  question  of  who  has  the  manage¬ 
ment  and  control. 

Mr.  CONNALLY.  I  thank  the  Sena¬ 
tor.  I  was  going  to  suggest  that  the 
Supreme  Court  of  the  United  States  in 
a  number  of  cases  has  held  that  the 
Senator  from  New  Mexico  cannot  be 
taxed  for  the  income  of  somebody  else, 
nor  can  the  income  tax  of  the  Senator 
from  New  Mexico  be  measured  by  com¬ 
paring  it  or  adopting  as  a  standard  some¬ 
body  else’s  income. 

Mr.  HATCH.  If  the  Senator  will  yield 
further,  I  merely  wish  to  illustrate  what 
complications  the  Internal  Revenue  Bu¬ 
reau  will  have  with  this  sort  of  language 
in  a  tax  bill.  There  are  certain  instances 
under  the  laws  of  New  Mexico  when  the 
wife  becomes  the  head  of  the  community 
and  has  the  management  and  control 
thereof.  In  those  cases,  then,  the  wife 
will  pay  on  the  entire  return.  Who  is 
going  to  determine  who  earns  the  in¬ 
come?  Who  is  going  to  determine  who 
is  the  manager  and  person  in  control  of 
the  community  property?  Is  some  agent 
from  Washington  going  out  into  my  State 
and  look  at  me  and  say,  “I  do  not  think 


you  earned  that  income” — and  I  doubt  it 
myself  many  times — “I  think  your  wife 
earned  it.”  These  thoughts  keep  coming 
to  my  mind,  and  I  can  hardly  refrain 
from  expressing  them. 

Mr.  CONNALLY.  I  am  always  de¬ 
lighted  to  meet  a  mind  so  fertile  as  that 
of  the  Senator  from  New  Mexico,  who 
can  advance  new  suggestions  and  new 
ideas  which  would  never  occur  to  some 
of  us  who  lead  more  prosaic  lives. 

Mr.  McPARLAND.  Mr.  President, 
will  the  Senator  yield? 

Mr.  CONNALLY.  I  yield. 

Mr.  McFARLAND.  Inasmuch  as  the 
question  of  who  earns  the  income  is  being 
discussed  I  should  like  to  know  who  would 
make  the  return  in  case  of  a  man  living 
on  a  farm  who  goes  out  in  the  morning 
and  works  in  the  field  while  the  wife 
works  at  home,  takes  care  of  the  children 
and  the  chickens  and  takes  the  butter 
and  eggs  off  to  town  and  sells  them.  Who 
is  going  to  make  the  return  then?  They 
are  both  working  on  the  farm;  they  are 
in  partnership  according  to  the  laws  of 
Texas,  Arizona,  and  other  States.  Who 
will  make  the  return  under  this  proposed 
law? 

Mr.  CONNALLY.  I  will  say  to  the  Sen¬ 
ator  from  Arizona  I  hope  we  will  never 
have  to  determine  that  question,  but  if 
this  amendment  should  be  adopted,  I  be¬ 
lieve  that  some  clerk  in  a  department  in 
Washington  would  decide  who  is  the  man¬ 
ager  of  the  chicken  farm  or  ranch  in 
Arizona. 

Mr.  McFARLAND.  How  is  it  going  to 
be  possible  to  separate  the  returns  from 
chickens  and  those  from  cows  and  make 
a  separate  return  for  each?  The  wife 
takes  care  of  the  chickens  and  the  hus¬ 
band  takes  care  of  the  cows.  Is  the  in¬ 
come  to  be  combined  or  how  is  it  going 
to  be  done? 

Mr.  CONNALLY.  I  can  only  speak  of 
the  purpose  of  this  amendment.  The 
purpose  of  this  amendment  is  to  throw 
both  incomes  into  one  income  so  that  a 
higher  rate  of  tax  will  be  obtained.  To 
be  frank,  that  is  what  is  being  sought. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield  further? 

Mr.  CONNALLY.  I  yield. 

Mr.  HATCH.  I  should  like  to  ask  the 
Senator  a  question.  He  has  already 
mentioned  the  fact  that  the  committee 
has  very  jealously  guarded  the  income 
from  the  separate  estate  of  the  married 
woman  in  the  States  of  New  York,  Penn¬ 
sylvania,  and  other  States.  The  com¬ 
mittee  says  that  is  her  separate  property, 
so  she  may  file  a  separate  return.  That 
situation  has  been  taken  care  of  very 
nicely,  but  in  the  Senator’s  State  and  in 
my  State  the  wife’s  part  of  the  com¬ 
munity  property  is  just  as  much  her 
separate  estate  as  is  the  income  of  the 
married  woman  in  New  York  from  her 
separate  property.  Is  not  that  correct? 

Mr.  CONNALLY.  Yes. 

Mr.  HATCH.  So  we  have  in  the  other 
States  a  special  favor.  Much  is  said 
about  our  receiving  special  favors,  but 
the  married  women  in  those  States  may 
make  their  own  separate  returns  as  to 
their  separate  property.  In  my  State, 
however,  they  cannot  do  that,  because 
the  honorable  Committee  on  Finance  of 
the  Senate  of  the  United  States  says 


there  must  be  a  different  rule  in  the 
community-property  States  than  in  other 
States  of  the  Union. 

Mr.  OVERTON  and  Mr.  McCARRAN 
addressed  the  Chair. 

Mr.  CONNALLY.  I  wish  to  say  a 
word  further,  and  I  shall  be  glad  to 
yield.  Let  me  say  to  the  Senator  from 
New  Mexico  that  the  Treasury  has  com¬ 
plained  to  the  committee — I  do  not 
know  how  strong  the  complaints  were — 
that  in  other  States  men  of  great  for¬ 
tune  have  voluntarily  transferred  to 
their  wives  half  their  property;  the 
wives  have  then  made  separate  returns, 
and  the  husbands  have  made  separate 
returns.  The  Treasury  have  complained 
at  that  and  wanted  something  done  in 
this  bill  to  penalize  them  for  doing  that, 
but,  of  course,  in  those  cases  where  the 
income  has  been  divided  in  that  fashion 
the  situation  cannot  be  corrected  retro¬ 
actively  now,  as  I  see  it.  But  that  is 
what  has  happened  in  many  States.  A 
rich  man  says,  “I  will  give  my  wife  half 
my  property  and  thereby  get  a  reduction 
in  my  income  tax.”  That  can  happen  in 
the  case  of  a  separate  estate,  but  it  can¬ 
not  happen  under  this  amendment  in 
any  State  which  is  a  community-prop¬ 
erty  State,  because,  regardless  of  what 
happens  to  the  income  after  it  is  received, 
if  it  is  community  income,  under  this  bill 
it  has  got  to  pay  under  a  single  return. 

Furthermore,  let  me  point  out  that 
a  prosperous  man  in  New  Mexico — 
and  there  are  many  of  them  in  New 
Mexico - 

Mr.  HATCH.  Not  so  many. 

Mr.  CONNALLY.  Might  make  a  mil¬ 
lion  dollars,  and  half  of  that  million 
dollars  would  belong  to  his  wife. 

Mr.  HATCH.  And  it  is  absolutely  her 
property.  It  becomes  a  vested  interest 
in  her. 

Mr.  CONNALLY.  That  is  correct. 
Here  is  what  the  Supreme  Court  says:  It 
agrees  with  the  Senator  from  New  Mex¬ 
ico,  as  I  am  sure  it  often  does. 

The  Supreme  Court  of  the  United 
States,  in  Hopkins,  Collector,  v.  Bacon 
(282  U.  S.),  held  that  the  wife’s  income 
in  the  community  amounted  to  “a  pres¬ 
ent” — not  a  future,  not  a  contingent,  but 
a  present — “vested  interest  equal  and 
equivalent  to  that  of  her  husband.” 

So  the  moment  it  is  earned,  under  the 
Supreme  Court  decision,  it  vests  directly 
in  the  wife.  But  let  me  carry  the  illus¬ 
tration  further. 

This  man  in  New  Mexico  makes  a  mil¬ 
lion  dollars  in  community — he  and  his 
wife.  Immediately  upon  the  acquisition 
of  that  million  dollars,  half  of  it  belongs 
to  his  wife.  The  other  half  belongs  to 
him.  They  move  to  the  State  of  New 
York  and  take  their  money  with  them. 
The  moment  they  cross  the  boundary  of 
New  York  and  acquire  residence  she  can 
return  her  income  from  her  half  in  a 
separate  return;  he  can  return  his  in¬ 
come  in  a  separate  return;  but  if  they 
remain  in  New  Mexico  they  have  to  make 
one  return  and  pay  on  an  income  from 
a  million  dollars. 

That  is  what  this  amendment  proposes 
to  do.  That  is  what  it  will  do.  That  is 
what  it  does  do.  That  is  what,  by  the 
grace  of  God,  I  hope  it  will  not  do. 
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Mr.  OVERTON.  Mr.  President,  will 
the  Senator  yield? 

Mr.  CONNALLY.  I  yield. 

Mr.  OVERTON.  In  that  connection, 
talking  about  the  absurd  conclusions  to 
which  this  Senate  amendment  leads,  let 
me  give  an  illustration  or  two. 

Under  the  law  of  the  community-prop¬ 
erty  States  the  ’ncorne  of  each  spouse 
falls  into  the  community. 

Mr.  CONNALLY.  That  is  correct. 

Mr.  OVERTON.  Under  subsection  (a) 
of  the  pending  amendment  the  Federal 
Government  says,  “No;  in  spite  of  what 
the  law  of  your  State  says,  we  are  not 
going  to  treat  the  income  as  community 
income.  It  is  going  to  be  separate  in¬ 
come;  and  if  the  wife  is  earning  $3,000 
it  does  not,  for  Federal  income  taxation, 
go  into  the  common  pot,  although  it  is 
in  reality  community  income.  We  are 
going  to  disregard  the  State  law,  and  the 
wife  must  make  a  separate  return  and 
pay  a  tax  on  it.” 

Now,  I  desire  to  go  a  step  further. 
Then  we  go  to  subsection  (b)  of  the 
amendment.  The  wife  has  earned  $3,000. 
The  Federal  Government  has  collected 
a  tax  from  her  on  that  amount  as  her 
separate  income.  She  invests  the  $3,000 
in  revenue-producing  property.  Under 
the  law  of  the  community-property  States 
the  capital  invested  by  the  wife,  earned 
by  her  during  her  marriage,  is  commu¬ 
nity  property,  and  the  revenue  from  it 
falls  into  the  community.  The  Federal 
Government  does  not  say,  “We  will  col¬ 
lect  a  tax  from  you  on  the  returns  of 
this  earned  money  that  you  invested  in 
property,”  but  it  says,  “We  are  going  to 
treat  this  investment,  made  by  you  out 
of  ycur  own  earnings,  as  community 
property.  The  husband  is  the  head  and 
master.  We  will  add  the  income  from 
your  investments  to  his  separate  income, 
and  he  will  have  to  pay  a  tax  upon  the 
total.” 

One  moment  the  Federal  Government, 
under  this  amendment,  absolutely  dis¬ 
regards  and  ignores  the  State  law  of  own¬ 
ership;  and  the  next  moment  it  picks  it 
u;  and  says,  “We  are  going  to  recognize 
the  State  law”;  and  why?  Because  it 
adds  more  and  more  to  the  amount  that 
has  to  be  paid  by  the  taxpayer. 

Not  only  that,  if  the  Senator  will  par¬ 
don  me  for  going  a  little  bit  further,  let 
me  show  how  unjust  and  unreasonable 
the  Senate  committee  amendment  is. 

Mr.  CONNALLY.  I  am  very  glad  to 
hear  the  Senator. 

Mr.  OVERTON.  I  say  this  with  all  due 
respect  to  the  Senate  Finance  Committee, 
for  whose  members  we  all  entertain  the 
highest  regard,  and,  I  may  add,  with  all 
due  respect  to  the  Treasury  Department. 

Mr.  CONNALLY.  All  due  respect. 
[Laughter.] 

Mr.  OVERTON.  Yes;  with  all  due  re¬ 
spect. 

The  husband  is  making,  say,  $5,000  a 
year.  He  invests  that  money  in  property 
bought  in  his  own  name.  In  the  com¬ 
mon-lav/  States  it  becomes  his  property; 
but  in  the  community-property  States, 
when  he  buys  the  property,  even  in  his 
own  name,  it  falls  into  the  community. 
One-half  belongs  to  the  wife  and  the 
other  half  to  the  husband. 


The  wife  dies.  The  husband  has  a 
million  dollars’  worth  of  property  that 
he  has  accumulated  cut  of  his  earnings 
during  marriage.  In  the  common-law 
States,  if  the  wife  dies,  the  husband’s 
ownership  is  not  interfered  with.  But, 
under  the  Federal  inheritance-tax  law 
Uncle  Sam  says  to  the  husband,  “One- 
half  of  that  property  standing  in  your 
name  was  bought  during  the  marriage, 
and  one-half  belongs  to  your  wife.  Her 
estate  must  pay  an  inheritance  tax  upon 
that  property  acquired  by  you;  we  are 
going  to  collect  a  Federal  inheritance 
tax.”  The  State  will,  also,  collect  a  State 
inheritance  tax  upon  it. 

Now  let  us  go  further.  If  the  wife  wills 
to  the  husband  her  half  interest  in  the 
property  which  was  acquired  in  his 
name — which  would  be  his  in  a  non-com¬ 
munity-property  law  State — if  the  wife 
wills  it  to  her  husband  then  before  the 
husband  can  take  possession  of  it,  under 
the  Federal  inheritance-tax  lav;  he  will 
have  to  pay  an  inheritance  tax  upon 
$500, GOO,  which  would  be  one-half  of  the 
million  dollars’  worth  of  property  that 
had  been  bought  in  his  name  and  out  of 
his  own  earnings  during  the  existence  of 
the  marital  partnership. 

Do  you  not  see  to  what  absurdities  this 
amendment  carries  the  whole  principle 
of  community-property  rights? 

When  the  Federal  Government  under¬ 
takes  to  ignore  the  local  State  laws  of 
title  and  ownership,  and  applies  varying 
rules  of  taxation,  income  and  inheritance, 
it  does  what  leads  to  confused  thinking 
and  hopeless  confusion. 

Mr.  McCARRAN.  Mr.  President,  will 
the  Senator  yield? 

Mr.  CONNALLY.  I  will  yield  in  a  mo¬ 
ment.  Let  me  suggest  to  the  Senator 
from  Louisiana  that  in  the  non-commu¬ 
nity-property  States,  when  a  man  gives 
his  wife  property  he  gets  an  exemption 
of  $40,000  before  any  possibility  of  a 
gift  tax  attaches;  but  in  the  community- 
property  States,  if  that  $40,000  is  a  part 
of  the  community,  full  tax  must  be  paid 
on  it  under  this  amendment. 

I  now  yield  to  the  Senator  from  Ne¬ 
vada. 

Mr.  McCARRAN.  Mr.  President,  I 
wanted  to  draw  to  the  attention  of  the 
able  Senator  from  Louisiana  and  the  able 
Senator  from  Texas  a  further  thought, 
and  that  is  that  in  a  community- prop¬ 
erty  State  the  husband  cannot  divest 
himself  by  will  or  bequest  or  devise  of 
one-half  of  the  property  acquired  during 
coverture.  He  can  dispose  by  testa¬ 
mentary  disposition  of  only  the  one-half 
which  the  law  says  belongs  to  him.  The 
other  half,  however  much  he  may  at¬ 
tempt  to  dispose'  of  the  property  by  testa¬ 
mentary  disposition,  nevertheless  re¬ 
mains  the  property  of  the  wife,  to  be 
disposed  of  by  her  as  she  may  see  fit. 

Mr.  McFARLAND.  Mr.  President,  will 
the  Senator  yield? 

Mr.  CONNALLY.  I  yield  to  the  Sena¬ 
tor  from  Arizona. 

Mr.  McFARLAND.  The  particular 
prevision  I  had  in  mind  a  few  moments 
ago,  when  I  referred  to  raising  chickens 
and  pigs  and  cattle  on  the  farm,  was 
subsection  (a)  of  section  29  under  “com¬ 
munity  income,”  which  states  that — 


Income  earned  by  each  spouse  (whether  or 
not  treated  as  community  property  under 
the  State  law)  shall  be  considered  as  the 
income  of  the  earner  thereof. 

Under  our  laws  and  under  the  laws  of 
Texas,  the  income  belongs  half  to  the 
wife  and  half  to  the  husband  but,  re¬ 
gardless  of  our  law,  this  amendment 
would  say  that  it  shall  be  treated  as  the 
property  of  whichever  one  earned  it,  re¬ 
gardless  of  our  laws.  Then  the  amend¬ 
ment  goes  on  to  say  that — 

Income  derived  from  property  of  the  mari¬ 
tal  community  (except  such  property  as 
constitutes  either  income  derived  from  the 
separate  property  of  either  spouse  or  prop¬ 
erty  acquired  therewith)  shall  be  considered 
as  the  income  of  the  spouse  who  has  the 
management  and  control  thereof  under  the 
law  of  the  jurisdiction  in  which  the  marital 
community  exists. 

It  is  my  contention  that  these  pro¬ 
visions  were  put  in  the  bill  to  get  around 
our  community-property  laws,  but  they 
have  not  been  made  broad  enough,  be¬ 
cause  they  do  not  cover  the  situation  of 
the  wife  who  takes  care  of  chickens  and 
sells  the  chickens  and  gets  a  little  money, 
and  the  man  who  takes  care  of  pigs. 
Who  is  to  make  the  return? 

Mr.  CONNALLY  Let  me  say  to  the 
Senator  that  of  course  the  intent  of  the 
amendment  is  that  in  that  case  they 
will  tax  all  of  that  income  on  the  theory 
that  the  husband  is  the  manager  and  in 
control  and  charge.  That  is  the  purpose. 

Mr.  McFARLAND  But  subdivision 
(a)  says  that  whichever  one  earns  it  pays. 

Mr.  CONNALLY.  I  understand. 

Mr.  McFARLAND  The  wife  certainly 
earns  the  income  when  she  takes  care  of 
the  chickens  and  sells  them. 

Mr.  CONNALLY.  However  the  theory 
of  the  amendment  is  that  the  husband, 
being  in  most  States  the  legal  head  of  the 
family,  will  pay  the  tax  not  only  on  his 
half  of  the  community  property,  but  on 
his  wife’s  half.  That  is  the  purpose  of 
the  amendment. 

Mr.  McFARLAND  I  understand  the 
purpose  of  the  amendment  is  to  compel 
a  joint  return. 

Mr.  CONNALLY.  That  is  correct. 

Mr.  McFARLAND  But  I  say  the  pro¬ 
vision  is  not  well  written,  that  it  is  not 
complete,  and  cannot  be  made  complete 
to  meet  the  situation  where  the  law’s  of 
a  state  provide  that  the  property  belongs 
half  to  the  husband  and  half  to  the  wife. 
We  in  Arizona  in  a  way  followed  Texas. 
We  were  the  last  State  to  be  admitted  to 
the  Union.  We  regard  the  husband  and 
wife  as  partners.  I  get  along  just  a  little 
better  by  treating  my  wife  as  a  partner. 
Some,  perhaps  the  Secretary  of  the  Treas¬ 
ury,  may  want  to  go  back  to  the  old  com¬ 
mon-law  rule,  under  which  the  husband 
and  wife  are  one,  and  the  husband  is  the 
one.  But  I  find  that  I  get  along  a  iittle 
better  by  treating  my  wife  as  a  partner. 
Those  of  us  from  the  community-prop¬ 
erty  States  recognize  that  principle,  and 
all  we  ask  is  that  our  State  laws  be  not 
interfered  with,  that  our  laws  be  re¬ 
spected,  just  as  the  laws  in  the  noncom¬ 
munity-property  States  have  been  re¬ 
spected.  That  is  my  contention,  and  I 
say  an  attempt  has  been  made  here  to 
get  around  our  law,  but  it  has  not  been 
made  complete. 
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Mr.  CONNALLY.  I  thank  the  Senator 
from  Arizona.  He  has  made  a  very  en¬ 
lightening  statement,  which  will  be  help¬ 
ful. 

The  Senator  from  Louisiana  [Mr.  Over-, 
ton]  in  his  well-chosen  remarks  a  little 
while  ago,  adverted  to  the  origin  of  the 
doctrine  of  community-property  theories. 
Louisiana,  of  course,  belonged  to  France, 
but  it  also  at  one  time  belonged  to  Spain. 
Can  the  Senator  inform  us  as  to  whether 
or  not  in  the  instant  case  of  Louisiana 
that  doctrine  was  adopted  from  the 
Spanish  law,  or  from  the  French  law? 
Both  being  Latin,  I  suppose  the  law  may 
have  been  the  same.  I  do  not  know. 

Mr.  OVERTON.  The  community-prop¬ 
erty  law  originated  in  Spain  quite  a  num¬ 
ber  of  centuries  ago.  My  recollection 
was  that  it  was  in  the  seventh  century, 
but  the  Senator  from  New  Mexico  said 
it  was  the  twelfth  century.  At  any  rate, 
centuries  ago  the  policy  of  the  com¬ 
munity-property  system  was  adopted  in 
Spain.  The  French  adopted  the  com¬ 
munity-property  system  of  the  Spaniards. 
At  one  time  the  State  of  Louisiana  was 
under  French  domination,  then  under 
Spanish  domination  for  a  while,  then 
back  under  French  domination.  It  adopt¬ 
ed  the  community-property  system; 
what  we  know  as  the  community  of 
acquetes  and  gains,  and  what  is  common¬ 
ly  known  as  the  marital  partnership, 
from  the  French  law,  under  the  Code  of 
Napoleon,  which  in  turn  got  its  inspira¬ 
tion  from  the  Spanish  law.  So  that  long 
before  the  State  of  Louisiana  was  ad¬ 
mitted  into  the  Union  we  had  the  marital 
partnership,  back  in  the  old  colonial  days. 
Long  before  the  United  States  effected 
the  Louisiana  Purchase  we  had  the  mari¬ 
tal  partnership.  Long  before  the  embat¬ 
tled  farmers  fired  the  shot  heard  round 
the  world,  long  before  the  Declaration 
of  Independence  was  written,  we  had  the 
marital  partnership.  It  is  embedded  in 
our  tenure  of  property — real,  personal, 
and  mixed.  In  my  opinion,  the  State  of 
Louisiana  would  not  surrender  that 
method  of  acquisition,  and  ownership, 
and  tenure  of  property  under  any  cir¬ 
cumstances.  It  has  worked  most  satis¬ 
factorily. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  permit  a  remark? 

Mr.  OVERTON.  I  yield. 

Mr.  HATCH.  It  is  the  most  progres¬ 
sive  system  and  the  fairest  system  that 
has  been  devised. 

Mr.  OVERTON.  It  is  the  most  pro¬ 
gressive  system  and  the  fairest  system, 
and  I  will  state  why  I  think  so.  It  is 
because  it  recognizes  the  wife  as  a  co¬ 
partner  of  the  husband.  It  recognizes 
the  wife  as  a  helpmeet  to  the  husband. 

Mr.  HATCH.  I  wish  to  make  this  dis¬ 
tinction.  I  agree  wholeheartedly  with 
the  Senator,  of  course,  that  it  is  a  fair 
system.  It  comes  from  the  Spanish  law. 
The  common  law  puts  the  married 
woman  in  what  class? 

Mr.  OVERTON.  Originally  married 
women  were  recognized  only  as  chattels; 
but  they  have  gradually  progressed. 

Mr.  HATCH.  As  to  property  rights, 
the  wife  was  placed  in  the  same  class 
with  incompetents,  minors,  and  I  think 
it  said  insane  persons.  Is  that  correct? 

Mr.  OVERTON.  That  is  correct. 


Mr.  HATCH.  That  is  the  common  law. 
That  is  the  difference.  In  our  States  we 
say  that  the  wife  is  the  full  partner,  and 
we  have  removed  the  disabilities  which 
apply  to  married  women  under  the  com¬ 
mon  law. 

Mr.  CONNALLY.  Let  me  suggest  to 
the  Senator  this  question,  Was  it  not  true 
that  under  the  common  law  a  wife  who 
possessed  property  and  chattels  and  es¬ 
tates  prior  to  her  marriage,  upon  mar¬ 
riage  had  to  turn  over  that  property  and 
the  husband  became  not  only  the  posses¬ 
sor  of  her  person,  but  of  her  property? 
And  did  not  the  law  further  provide  that 
he  had  a  right  to  whip  her  whenever  he 
desired,  provided  he  did  not  use  a  switch 
larger  than  his  thumb?  That  is  the  old 
common  law. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  CONNALLY.  I  yield. 

Mr.  HATCH.  Because  we  have  been 
progressive,  because  we  did  recognize  the 
rights  of  the  wife  to  be  equal  with  those 
of  the  husband,  now  it  is  proposed  that 
v/e  pay  a  penalty  for  that  fairness.  Is 
not  that  correct? 

Mr.  OVERTON.  That  is  what  is  pro  ¬ 
posed. 

Mr.  HUGHES.  Mr.  President,  will  the 
Senator  yield  to  me  to  ask  the  Senator 
from  New  Mexico  a  question? 

Mr.  CONNALLY.  I  yield. 

Mr.  HUGHES.  I  have  a  document  be¬ 
fore  me  which  makes  this  statement  as 
to  New  Mexico; 

In  New  Mexico  when  the  husband  dies  he 
may  leave  his  one-half  of  the  community 
property  to  whomever  he  pleases,  but  on 
the  other  hand,  unless  a  wife  outlives  her 
husband,  it  is  a  general  rule  that  she  cannot 
leave  a  dollar  of  her  half  to  anyone,  not 
even  to  her  own  children. 

Is  that  correct? 

Mr.  HATCH.  I  wish  to  say  to  the  Sen¬ 
ator  from  Delaware  that  he  has  pointed 
out  one  of  the  defects  in  the  system  in 
New  Mexico,  which  does  give  the  hus¬ 
band  a  little  more  right  than  it  gives  the 
wife.  But  we  are  so  far  ahead  of  Dela¬ 
ware  that  I  do  not  think  the  Senator 
should  point  out  that  slight  defect. 
[Laughter.] 

Mr.  OVERTON.  Let  me  make  this 
observation:  So  far  as  Louisiana  is  con¬ 
cerned,  the  wife  has  a  vested  interest  in 
one-half  of  the  property  acquired  during 
marriage,  whether  it  is  acquired  in  her 
name  or  in  her  husband’s  name,  and 
upon  her  death  her  one-half  interest  goes 
to  her  heirs  at  law,  or  to  her  legatees 
under  her  last  will  and  testament,  and 
her  husband  can  do  nothing  about  it. 

Mr.  HUGHES.  Let  me  say  to  the 
Senator  from  New  Mexico  that  he  is 
a  little  unjust  to  Delaware.  [Laughter.] 

Mr.  HATCH.  I  withdraw  the  remark 
I  made. 

Mr.  HUGHES.  Woman  has  been 
emancipated  in  Delaware  to  a  very  great 
extent.  A  woman  can  hold  property, 
she  can  engage  in  business,  she  can  also 
make  a  will,  which  the  Senator’s  State 
does  not  permit. 

Mr.  HATCH.  She  can  make  a  will  in 
my  State.  In  Delaware  she  could  file 
her  separate  return  as  to  her  separate 
property  under  the  amendment  pending, 


but  under  the  amendment  she  could  not 
do  so  in  New  Mexico. 

Mr.  HUGHES.  But  a  husband  cannot 
bequeath  his  property  without  his  wife 
joining  him. 

Mr.  HATCH.  He  cannot  in  New  Mex¬ 
ico,  either. 

Mr.  HUGHES.  In  some  of  the  com¬ 
munity-property  States  he  can. 

Mr.  HATCH.  I  doubt  that.  I  doubt 
that  there  is  any  State  in  the  Union 
where  the  husband  can  convey  the  com¬ 
munity  property  without  the  consent  of 
the  wife.  That  is  what  the  Senator  from 
Delaware  said  could  be  done. 

Mr.  HUGHES.  In  the  same  document 
from  which  I  have  read  it  is  stated,  refer¬ 
ring  to  California: 

Although  California  passed  a  law  in  191 7 
requiring  the  signature  of  the  wife  to  a  sale 
of  community  real  estate,  the  courts  hold 
that  the  1917  enactment  does  not  prevent  a 
husband  from  now  conveying  without  his 
wife’s  consent  such  real  estate  as  was  ac¬ 
quired  before  1917,  or  after  1917,  if  paid  for 
with  community  money  previously  earned. 

So,  California  has  a  different  rule  from 
that  of  the  other  of  the  community-prop¬ 
erty-law  States. 

Mr.  HATCH.  Mr.  President,  I  know 
nothing  about  the  California  laws. 

Mr.  OVERTON.  Mr.  President,  I  may 
make  the  observation  that  under  the 
California  statute,  however,  a  husband 
cannot  dispose  of  the  property  in  fraud 
of  the  wife’s  rights,  and  he  cannot  in 
any  way  jeopardize  the  interests  of  the 
wife  in  and  to  her  moiety  of  the  com¬ 
munity  property.  So,  that  if  in  Cali¬ 
fornia  a  husband  disposes  of  the  prop¬ 
erty,  one-half  of  the  avails  of  the  sale 
belongs  to  the  wife  and  one-half  to  the 
husband. 

Mr.  HUGHES.  When  we  speak  of 
progress,  and  all  that  kind  of  thing,  I  may 
say  that  in  the  State  of  Delaware  the 
husband  cannot  deed  over  his  property, 
individual  or  otherwise,  unless  the  wife 
joins  in  the  deed. 

Mr.  OVERTON.  Whether  it  is  a  sep¬ 
arate  property  or  not? 

Mr.  HUGHES.  It  does  not  make  any 
difference.  Nor  can  the  husband  put  a 
mortgage  on  the  property  unless  the  wife 
joins  with  him  in  doing  so. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  from  Texas  yield  to  me? 

Mr.  CONNALLY.  I  yield. 

Mr.  HATCH.  I  desire  to  propound  an 
inquiry  to  the  Senator  from  Delaware, 
for  he  is  a  very  able  lawyer,  and  I  know 
he  understands  the  law  of  partnership. 
He  has  attempted  to  criticize  the  Cali¬ 
fornia  law  because  the  husband  can  con¬ 
vey  property  of  the  community.  He  sees 
that  as  a  some  sort  of  a  vicious  practice. 
But  I  will  ask  him  this  question :  Cannot 
one  partner  convey  the  property  of  the 
partnership,  and  can  he  not  bind  the 
partnership? 

Mr.  HUGHES.  Yes.  Because  of  the 
fact  that  one  partner  could  do  that  thing 
is  the  reason  why  we  in  Delaware  came 
very  near  abandoning  the  partnership 
arrangement,  and  took  to  incorporating 
businesses,  and  so  forth. 

Mr.  HATCH.  The  Senator  from  South 
Carolina  [Mr.  Smith]  has  just  observed 
under  his  breath  that  the  conclusion  of 
the  whole  matter,  so  far  as  this  com- 
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mittee  amendment  is  concerned,  is  “Do 
not  have  a  wife.”  [Laughter.]  I  am 
very  serious  about  that.  The  committee 
imposes  a  penalty  upon  the  marital  rela¬ 
tionship.  The  committee  imposes  a  pen¬ 
alty  which  does  not  apply  to  the  other 
kind  of  partnership. 

Mr.  SMITH.  That  is  correct. 

Mr.  DOWNED .  Mr.  President,  will  the 
Senator  from  Texas  yield  to  me? 

Mr.  CONNALLY.  I  yield. 

Mr.  DOWNEY.  I  desire  to  make  a 
brief  statement  directed  largely  to  the 
chairman  of  the  Finance  Committee  [Mr. 
George]  concerning  the  increased  tax  on 
wine,  which  is  one  of  the  most  important 
commodities  produced  in  our  State.  The 
Senate  Finance  Committee  very  markedly 
increased  the  rate  on  wine  over  that  fixed 
by  the  House  Ways  and  Means  Commit¬ 
tee,  in  fact  the  Finance  Committee  in¬ 
creased  the  rate  so  much  that  it  resulted 
in  an  average  increase  of  100  percentage 
rate  on  wine.  I  personally  believe  the 
committee  increased  it  to  such  an  extent 
that  it  will  be  a  serious  burden  upon  our 
grape  growers,  who  are  just  beginning  to 
see  daylight  ahead,  and  to  such  an  extent 
that  it  might  defeat  the  very  purpose  of 
the  tax  bill  that  is  the  raising  of  addi¬ 
tional  revenue. 

Mr  President,  I  am  not  now  going  to 
raise  any  issue  upon  this  particular  ques¬ 
tion  upon  the  floor  of  the  Senate.  I 
merely  appeal  to  the  distinguished  chair¬ 
man  of  the  Finance  Committee  carefully 
to  consider  the  rights  and  equities  of  our 
grape  growers  upon  this  particular  issue. 
The  matter  will  come  up  in  conference. 
We  believe  that  the  rate  fixed  in  the 
House  was  a  reasonable  and  fair  one. 
We  hope  it  will  be  accepted  by  our 
conferees.  Our  30,000  grape  growers 
would  cheerfully  pay  that,  or  any  other 
reasonable  amount,  but  I  should  like  to 
point  out  to  the  distinguished  chairman 
that  the  increased  rate  on  wine  went  far 
beyond  the  increase  upon  any  other  com¬ 
modity.  Indeed  there  is  no  other  com¬ 
modity  in  which  the  increase  was  any¬ 
where  near  equal  to  the  increase  on  wines. 
As  I  have  said  to  the  chairman  of  the 
committee,  I  do  not  desire  to  burden  him 
at  this  time  with  any  further  argument. 
I  am  merely  appealing  to  him  that  the 
whole  question  again  be  carefully  con¬ 
sidered  when  the  issue  is  considered  by 
conferees  of  the  House  and  the  Senate. 

Mr.  GEORGE.  Mr.  President,  the 
question  will  be  in  conference  as  between 
the  tax  rates  fixed  by  the  Senate  and  the 
tax  rates  fixed  by  the  House  bill,  and  I 
can  assure  the  Senator  from  California 
that  the  matter  will  be  given  considera¬ 
tion,  and  it  will  be  very  carefully  consid¬ 
ered,  I  have  no  doubt.  The  House  con¬ 
ferees  very  likely  will  insist  very  strongly 
on  the  House  rates,  and  the  whole  ques¬ 
tion  can  be  examined  in  conference  in 
the  light  of  all  the  facts  brought  before 
the  conferees. 

Mr.  DOWNEY.  I  thank  the  Senator 
from  Georgia  very  much.  Now  I  thank 
the  distinguished  Senator  from  Texas, 
who  has  allowed  me  for  a  brief  time  to 
intrude  upon  his  argument.  I  wish  to 
state  that  I  enthusiastically  approve  the 
very  able  argument  that  he  has  been 
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making  upon  the  community-property 
tax. 

Mr.  CONNALLY.  I  thank  the  Senator. 

Mr.  DOWNEY.  I  join  with  him  in  ap¬ 
pealing  to  the  Senate  carefully  to  con¬ 
sider  this  question  which  has  been  raised 
here.  The  rights  of  the  people  of  Cali¬ 
fornia,  I  believe,  are  identical  with  the 
rights  of  the  people  of  Texas,  and  I  hope 
the  Senate  will  support  the  position  taken 
by  the  Senator  from  Texas. 

Mr.  CONNALLY.  I  thank  the  Senator 
from  California  for  his  very  generous  re¬ 
marks.  I  may  add  at  this  point  that 
California  and  Texas  historically  have 
some  very  intimate  relationships.  Cali¬ 
fornia  was  still  slumbering  in  the  bosom 
of  Mexico  when,  as  the  result  of  the  ad¬ 
mission  of  Texas  into  the  Union,  the 
Mexican  War  was  provoked  in  1846  to 
1848,  and  one  of  the  results  of  that  suc¬ 
cessful  war  won  by  the  United  States  was 
the  treaty  of  Guadalupe  Hidalgo,  which 
resulted  in  bringing  California  under  the 
jurisdiction  of  the  Federal  Government, 
and  later  in  1850,  as  I  recall,  it  was  incor¬ 
porated  into  the  Union  as  a  State. 

Mr.  President,  I  rejoice  to  strike  hands 
across  the  space  which  lies  between  us, 
with  the  Senator  from  California,  a  rep¬ 
resentative  of  the  great  State  which 
Texas  had  some  small  part  in  bringing 
into  the  Union.  I  am  glad  that  he  recip¬ 
rocates  those  sentiments  of  ours,  and  that 
we  have  adopted  and  retained  all  these 
years  the  very  beneficent  and  progressive 
recognition  of  the  rights  of  wives  and 
womanhood.  We  believe  that  a  woman 
who  is  worthy  to  bear  our  sons  is  worthy 
to  have  half  the  revenue  produced  by 
our  hands.  I  am  glad  to  share  with  Cali¬ 
fornia  that  progressive,  forward-looking, 
and,  I  almost  said  altruistic,  doctrine  giv¬ 
ing  to  the  women  half  of  the  earnings  of 
the  marital  partnership. 

Mr.  DOWNEY.  Mr.  President,  will  the 
Senator  again  yield  to  me? 

Mr.  CONNALLY.  I  yield. 

Mr.  DOWNEY.  I  wish  to  express  my 
appreciation  of  the  courteous  remarks 
made  by  the  distinguished  Senator  from 
Texas.  I  realize  well  that  the  .genesis  of 
our  State  is  closely  connected  with  the 
historical  development  of  the  great  State 
of  Texas.  We  are  proud  and  happy  that 
we  have  developed  as  one  of  the  Com¬ 
monwealths  of  the  United  States  as  the 
result  of  the  movement  initiated  by  the 
great  State  of  Texas.  I  might  also  say 
that  hundreds  of  thousands  of  our  most 
sturdy  sons  are  descendants  of  one-time 
residents  of  Texas  who  left  that  beautiful 
empire  to  go  to  the  even  more  marvelous 
State  of  California. 

Mr.  CONNALLY.  I  thank  the  Sena¬ 
tor.  If  I  have  any  criticism  to  make  of 
his  remarks,  it  is  that  he  referred  to 
thousands  of  our  sons.  He  meant,  of 
course,  to  include  the  daughters. 

Mr.  DOWNEY.  That  is  correct. 

Mr.  CONNALLY.  We  have  not  only 
sent  many  sturdy  sons,  but  we  have  sent 
to  the  stages  of  Hollywood  many  attrac¬ 
tive  women  from  our  State  who  have 
lifted  the  standards  of  the  stage  away 
beyond  former  levels. 

Mr.  GEORGE.  Mr.  President,  will  the 
Senator  yield? 


The  PRESIDING  OFFICER  (Mr.  Kil¬ 
gore  in  the  chair).  Does  the  Senator 
from  Texas  yield  to  the  Senator  from 
Georgia? 

Mr.  CONNALLY.  I  yield. 

Mr.  GEORGE.  I  myself  have  not  been 
able  to  meet  with  the  Finance  Commit¬ 
tee,  and,  of  course,  would  not  disturb  the 
Senator  from  Texas,  who  was  addressing 
the  Senate.  However,  a  majority  of  the 
committee  has  considered  this  matter, 
and  has  considered  postponing  this  par¬ 
ticular  amendment - 

Mr.  CONNALLY.  The  Senator  means 
taking  it  out  of  the  bill.  We  could  not 
very  well  postpone  it. 

Mr.  GEORGE.  Yes.  I  mean  elimi¬ 
nating  it  from  the  bill. 

I  take  it  that,  as  the  Senator  from 
Texas  said  in  the  beginning  of  his  ad¬ 
dress,  Senators  who  oppose  the  amend¬ 
ment  would  offer  no  objection  to  its  elim¬ 
ination,  with  the  understanding  that  in 
the  administrative  or  any  other  tax  bill 
which  may  come  before  us  a  hearing  will 
be  had  on  this  question,  and  the  com¬ 
mittee  will  again  consider  whether  it  will 
report  favorably  to  the  Senate  the  so- 
called  community-property  income  tax. 

The  committe  has  decided  that  in  the 
interest  of  expeditious  action  upon  the 
bill,  and  without  any  criticism  of  Sena¬ 
tors  from  community-property  States, 
but  in  full  recognition  of  the  fact  that 
Senators  from  those  States  have  the  right 
to  present  their  case  to  the  Senate  and  to 
the  country,  the  committee  is  willing  to 
eliminate  this  particular  recommenda¬ 
tion  from  the  pending  bill  and  will  ex¬ 
pect,  after  hearings,  again  to  consider 
whether  it  shall  be  brought  to  the  Senate 
in  some  subsequent  bill. 

That  is  all  I  have  to  say.  I  hope  the 
Senator  realizes,  as  I  am  sure  he  does, 
that  the  Finance  Committee  has  no  dis¬ 
position  not  to  grant  hearings.  This 
matter  has  been  the  subject  of  frequent 
and  long  discussion  before  the  Ways  and 
Means  Committee  and  the  Finance  Com¬ 
mittee.  I  think  at  one  time  a  similar 
bill  passed  the  House  and  was  defeated 
in  the  Senate.  I  know  that  during  my 
period  of  service  such  a  bill  was  once  re¬ 
ported  to  the  Senate  but  was  defeated 
in  the  Senate.  In  view  of  those  circum¬ 
stances  we  thought  that  the  committee 
had  fair  knowledge  of  the  facts  and  could 
present  the  matter  to  the  Senate  for  dis¬ 
cussion. 

There  is  no  disposition  whatever  to 
lodge  the  slightest  criticism  against  Sen¬ 
ators  from  community-property  States; 
and  I  feel  certain  that  if,  after  hearing, 
the  committee  again  reports  this  amend¬ 
ment  on  a  subsequent  bill  the  matter  will 
then  be  debated  in  the  Senate.  If  that 
should  happen,  the  Senate  would  have 
some  opportunity  to  express  itself  on  the 
merits  of  the  proposal. 

Mr.  BARKLEY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  CONNALLY.  I  yield. 

Mr.  BARKLEY.  Inasmuch  as  the  Sen¬ 
ator  from  Georgia  did  not  leave  the 
Chamber,  as  he  has  already  explained, 
he  asked  me  to  get  together  as  many 
members  of  the  Finance  Committee  as 
could  be  reached  on  short  notice.  A 
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majority  of  the  membership  of  the  com¬ 
mittee,  without  regard  to  party,  assem¬ 
bled  and  considered  this  matter. 

I  think  it  is  due  the  committee  to  say 
that  in  reaching  the  conclusion  that, 
under  all  the  circumstances,  this  matter 
should  be  eliminated  from  the  bill  and 
the  consideration  of  it  postponed  until 
the  next  tax  bill  comes  before  us  the 
committee  members  did  not  wish  to  be 
understood  as  changing  their  views  on 
the  fundamental  question  involved  in  the 
amendment. 

Mr.  CONNALLY.  Mr.  President,  I 
hope  the  Senator  will  not  be  ungracious. 

Mr.  BARKLEY.  I  am  not  trying  to 
be;  but  I  think  it  is  due  the  members  of 
the  Finance  Committee  to  say  that  they 
have  taken  this  attitude  from  a  desire  to 
be  fair  to  the  Senators  and  the  people  of 
the  States  involved.  I  do  not  think  there 
was  any  desire  on  the  part  of  the  Fi¬ 
nance  Committee  to  do  otherwise,  even 
when  it  considered  the  matter  the  other 
day.  The  Senator  from  Texas,  who  now 
occupies  the  floor,  made  a  more  able  ar¬ 
gument  before  the  committee  against  the 
amendment  than  could  all  the  lawyers 
in  Texas  who  might  be  brought  here  to 
discuss  it.  No  one  in  Texas  could  make 
an  abler  argument  against  it  than  the 
Senator  made  before  the  committee. 

Mr.  CONNALLY.  I  thank  the  Senator. 
The  elimination  of  the  amendment  would 
not  benefit  the  Senator  from  Texas.  I 
am  a  single  man. 

Mr.  BARKLEY.  I  understand  that. 
I  would  not,  even  by  inference,  attribute 
to  the  Senator  from  Texas  any  personal 
motive  in  his  attitude. 

It  is  true  that  the  House  of  Represent¬ 
atives  passed  such  a  bill  in  1921.  The 
Senate  committee  reported  a  similar 
measure  in  1934,  and  it  was  defeated  in 
the  Senate.  So  the  subject  has  been  be¬ 
fore  the  Congress  for  a  long  time.  How¬ 
ever,  the  membership  of  committees 
changes,  and  it  is  difficult  to  expect  new 
members  of  a  committee  in  either  House 
to  go  back  and  dig  up  dusty  hearings 
held  years  ago  on  a  subject  that  is  now 
before  the  committee  or  before  the  Sen¬ 
ate,  and  read  them. 

In  order  to  be  fair,  and  not  to  have 
even  the  appearance  of  unfairness  to  the 
community-property  States,  even  the 
majority  of  the  members  who  voted  for 
the  amendment  in  the  committee  felt 
that  it  was  fair  to  eliminate  it  from  this 
bill  with  the  understanding,  as  the  Sena¬ 
tor  from  Georgia  has  said,  that  either  in 
connection  with  the  administrative 
bill — which  we  think  is  on  its  way — or 
some  other  revenue  bill,  which  must 
originate  in  the  House,  the  Senate  com¬ 
mittee  reserves  the  right  to  go  into  the 
matter  in  full  hearings  and  then  reach 
its  determination  at  that  time  as  to  what 
should  be  done. 

Mr.  CONNALLY.  I  thank  the  Sen¬ 
ator  from  Georgia  and  the  Senator  from 
Kentucky  for  their  statements.  How¬ 
ever,  I  wish  to  say  that  they  qualify  the 
matter  by  saying  that  Senators  on  the 
Finance  Committee  have  not  changed 
their  minds.  Let  me  say  that  we  have 
not  changed  our  minds  and  do  not  expect 
to  change  our  minds.  Senator:  say  that 
the  amendment  may  be  eliminated  with 
the  understanding  that  a  certain  thing 
will  be  done.  I  am  not  agreeing  to  any 


understanding.  That  is  up  to  the  ma¬ 
jority  of  the  Finance  Committee.  The 
majority  of  the  Finance  Committee  can 
consider  this  matter  whenever  it  wishes 
to  do  so.  I  do  not  wish  to  be  put  in  the 
position  of  voluntarily  agreeing  to  be 
assassinated.  [Laughter.]  I  want  it  to 
be  involuntary. 

Mr.  BARKLEY.  I  appreciate  that.  I 
think  the  Senator  from  Texas  will  agree 
that,  in  view  of  the  vote  on  this  matter 
in  the  committee  on  two  or  three  differ¬ 
ent  occasions  in  connection  with  this  bill, 
the  members  who  are  now  willing  to 
eliminate  the  amendment  ought  not  to 
be  put  in  the  attitude  of  having  aban¬ 
doned  their  position. 

Mr.  CONNALLY.  No.  That  is  “good 
stuff.”  The  newspapers  will  note  it. 
That  is  the  Japanese  doctrine  of  saving 
face.  It  is  all  right.  I  am  trying  to 
save  mine.  What  I  meant  was  that 
whenever  a  majority  of  the  Finance  Com¬ 
mittee  wishes  to  do  so  it  can  take  the 
matter  up.  We  cannot  complain.  I 
shall  not  complain,  because  that  is  the 
right  of  the  committee.  On  the  other 
hand,  I  wish  to  make  it  clear  that  we 
reserve  the  right,  when  and  if  the  mat¬ 
ter  comes  up  in  another  form,  to  resist 
it  and  oppose  it  by  all  proper  means.  I 
think  the  Senator  will  accord  me  that 
privilege. 

Mr.  BARKLEY.  Of  course.  Let  me 
say  to  the  Senator  from  Texas  that  no 
member  of  the  Finance  Committee  who 
voted  to  eliminate  the  amendment  ex¬ 
pected  the  Senator  from  Texas  or 
other  Senators  from  community-prop¬ 
erty  States  to  change  their  attitude  on 

Mr.  CONNALLY.  With  that  state¬ 
ment,  I  am  perfectly  agreeable  to  the 
elimination  of  the  amendment  from  the 
bill  so  that  we  may  pass  the  bill  and  go 
home. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  commit¬ 
tee  amendment  on  page  32,  beginning  in 
line  4. 

The  amendment  was  rejected. 

Mr.  MqC ARRAN  subsequently  said:  I 
ask  unanimous  consent  to  have  inserted 
in  the  Record,  immediately  following  the 
statement  of  the  chairman  of  the  Com¬ 
mittee  on  Finance  with  respect  to  the 
then-pending  amendment  on  commu¬ 
nity-property  income,  a  statement  of  the 
law  on  the  subject. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

CONSTITUTIONAL  AND  LEGAL  ASPECTS 

1.  The  committee  amendment  on  page  32 
(sec.  119  of  the  bill)  will  be  clearly  held 
unconstitutional  under  the  fourteenth 
amendment  to  the  Constitution  for  the  fol¬ 
lowing  reasons: 

A.  The  laws  of  the  State  courts  are  final 
as  to  property  rights,  and  these  alone  shall 
determine  the  ownership  of  property,  rights 
attaching  thereto,  etc.  ( Blair  v.  Commis¬ 
sioner  (300  U.  S.  5);  Spindle  v.  Shreve  (111 
XJ.  S.  542);  Uterhart  v.  United  States  (240 
U.  S.  598);  Poe  v.  Seaborn  (282  U.  S.  101); 
Freuler  v.  Helvering  (291  U.  S.  35) .) 

(a)  In  Blair  v.  Commissioner  the  Supreme 
Court  cites  with  approval  the  foregoing  cases, 
and  in  referring  to  the  question  of  owner¬ 
ship  of  property,  beneficial  interest  therein, 
etc.,  states  that:  “The  decision  of  the  State 
court  upon  these  questions  is  final.” 

B.  The  sixteenth  amendment  confers  on 
the  Federal  Government  the  right  to  tax 
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income  without  regard  to  geographic  popu¬ 
lation. 

(a)  That  income  taxable  has  been  consist¬ 
ently  held  to  be  a  tangible  increment,  or  the 
beneficial  interest  therein,  ownership  of  the 
“thing,"  or  ownership  of  the  beneficial  in¬ 
terest  being  the  determining  factor  on  who 
shall  pay  the  tax. 

C.  The  Supreme  Court  has  held  in  a  long 
line  of  cases  that  the  wife’s  vested  interest 
in  and  to  one-half  of  the  community  in¬ 
crement  to  the  marital  relation  in  com¬ 
munity-property  States  is  property  in  the 
constitutional  sense,  and  that  she  cannot  be 
divested  of  that  property  without  compen¬ 
sation  by  reason  of  the  fourteenth  amend¬ 
ment.  (Warburton  v.  White  (176  U.  S.  484); 
Arnett  v.  Read  (220  U.  S.  311);  Buchser  v. 
Buchser  (231  U.  S.  157).) 

(a)  Moreover,  in  the  so-called  income-tax 
cases  dealing  with  community  property,  de¬ 
cided  in  1930,  the  Supreme  Court  clearly 
establishes  that  ownership  of  the  income  is 
the  basis  of  assessment  under  the  sixteenth 
amendment,  and  that  such  ownership  is  de¬ 
termined  by  local  State  laws.  (Poe  v.  Sea¬ 
born  (282  U.  S.  101);  Goodell  v.  Koch  (282 
U.  S.  118);  Hopkins  v.  Bacon  (282  U.  S.  122); 
Bender  v.  Pfaff  (282  U  S.  127).) 

1.  In  all  these  cases  the  decision  is  rested 
on  the  ground  that  only  one-half  of  the 
community  income  belongs  to  the  husband, 
the  other  half  being  his  wife’s,  and  therefore 
the  husband  cannot  be  taxed  on  the  income 
of  the  wife. 

2.  In  that  connection,  consider  the  case  of 
Hoeper  v.  Tax  Commission  of  Wisconsin  (284 
U.  S.  206) .  That  case  involved  a  Wisconsin, 
statute  providing  that  the  husband  or  head 
of  the  family  should  add  the  income  of  his 
wife  and  each  child  under  18  years  to  that 
of  his  own  before  computing  his  income  tax 
to  the  State  of  Wisconsin. 

3.  In  holding  this  statute  unconstitutional 
(1931)  the  Supreme  Court,  speaking  through 
Mr.  Justice  Roberts,  said: 

“Since,  then,  in  law  and  in  fact,  the  wife’s 
income  is  in  the  fullest  degree  her  separate 
property  and  in  no  sense  that  of  her  husband, 
the  question  presented  is  whether  the  State 
has  power  by  an  income-tax  law  to  measure 
his  tax,  not  by  his  own  income  but,  in  part, 
by  that  of  another.” 

“We  have  no  doubt  that,  because  of  the 
fundamental  conceptions  which  underlie  our 
system,  any  attempt  by  a  State  to  measure 
the  tax  on  one  person’s  property  or  income 
by  reference  to  the  property  or  income  of 
another  is  contrary  to  due  process  of  law  as 
guaranteed  by  the  fourteenth  amendment. 
That  which  is  not  in  fact  the  taxpayer’s  in¬ 
come  cannot  be  made  such  by  calling  it 
income.” 

4.  And,  in  Heiner  v.  Donnan  (285  U.  S. 
312),  dealing  with  a  gift  tax,  the  Supreme 
Court  states  that  a  course  of  action  pro¬ 
hibited  to  the  States  by  the  fourteenth 
amendment  is  prohibited  to  the  Federal  Gov¬ 
ernment  by  the  fifth  amendment. 

The  Hoeper  case  is  emphatic  and  is  in  line 
with  other  cases  cited  that  there  is  a  con¬ 
stitutional  barrier  to  the  enactment  of  a 
Federal  law  which  would  join  together  and 
tax  as  a  unit  incomes  which,  under  State  law, 
are  owned  by  the  husband  and  by  the  wife. 

D.  But  it  is  said  by  the  committee,  and 
expressed  in  the  bill,  that  because  the  hus¬ 
band  in  community  States  controls  or  man¬ 
ages  the  community  property,  he  is  prac¬ 
tically  the  owner  thereof,  and  therefore  sub¬ 
ject  to  tax  as  the  owner. 

1.  There  is  no  doubt  of  ownership — one- 
half  being  in  the  wife  ab  initio. 

2.  Therefore,  the  committee  is  not  content 
to  declare  management  and  control  by  the 
husband  equivalent  to  ownership,  but  even 
more — it  is  asserted  that  for  Federal  income- 
tax  purposes  management  and  control  by 
the  husband  shall  be  superior  to  ownership 
by  the  wife. 

3.  Yet,  in  Warburton  v.  White,  the  Supreme 
Court  held  that  the  management  and  control 
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In  community  States  given  by  statute  to 
the  husband,  is  not  a  property  right  vested 
in  the  husband  and  can  be  taken  from  him 
without  compensation  notwithstanding  the 
fourteenth  amendment. 

4.  Thus  the  committee  is  seeking  to  base 
an  income  tax  upon  something  which  the 
Supreme  Court  has  held  is  not  property — and 
at  the  same  time  the  committee  proposes  to 
disregard  something  which  the  Supreme 
Court  has  said  is  property,  namely,  the  vested 
right  of  the  wife  in  and  to  one-half  of  the 
community  property. 

E.  In  legal  contemplation  the  vested  right 
Of  the  wife  in  and  to  one-half  of  the  com¬ 
munity  property  is  as  inviolate  as  the  separate 
property  of  the  wife  in  the  so-called  common- 
law  non-community-property  States. 

(a)  In  non-community-property  States  the 
separate  property  of  the  wife  is  not  now,  and 
will  not  be  taxed  to  the  husband  even  though 
he  have  exclusive  management  and  control 
over  that  property. 

(b)  Contrasted  to  this  fact  it  is  now  con¬ 
tended  by  the  committee,  however,  that  be¬ 
cause  the  husband  in  community  States  ex¬ 
ercises  control  or  management  over  the  wife’s 
one-half  of  the  community  property  he 
should  therefore  be  taxed  on  her  property. 

(c)  It  therefore  develops  that  the  commit¬ 
tee  wants  to  tax  the  husband  in  community 
States  on  income  which  belongs  to  his  wife, 
by  treating  that  income  as  if  it  were  his — 
notwithstanding  the  fact  that  (1)  he  cannot 
dispose  of  it  in  fraud  of  his  wife's  property 
rights,  even  though  he  wants  to;  (2)  he  can¬ 
not  spend  it  to  improve  his  separate  property 
if  he  wants  to;  (3)  he  cannot  use  it  to  pay 
his  separate  debts  if  he  wants  to;  (4)  he  has 
no  right  or  power  to  have  it  descend  to  his 
heirs;  (5)  if  he  is  a  bad  manager  or  careless, 
he  may  lose  the  administration  of  it  by  court 
order;  (6)  he  will  automatically  lose  the  ad¬ 
ministration  of  it  upon  divorce  or  death  of 
his  wife;  (7)  when  he  loses  the  administra¬ 
tion  of  it  he  must  deliver  all  such  property 
to  his  wife’s  heirs;  (8)  and,  in  many  com¬ 
munity  States,  if  it  is  willed  to  him  by  the 
wife,  he  takes  it  not  as  owner  but  by  in¬ 
heritance,  and  is  therefore  compelled  to  pay 
both  a  State  inheritance  tax  and  a  Federal 
estate  tax  for  the  privilege  of  receiving  it. 

1.  Where  the  husband  may  do  none  of 
these  things  in  community  States,  he  may 
do  all  of  them  in  common-law  States  with 
respect  to  income  acquired  during  the  mari¬ 
tal  relation  because  he  is  by  State  law  in 
those  States  the  owner  in  fact  of  such 
property. 

F.  The  effect  of  community  property  law 
in  eight  States  adhering  to  the  community 
system  is  to  create  an  involuntary  partner¬ 
ship.  This  partnership  comes  into  being  by 
operation  of  law  upon  the  taking  of  the 
marital  vows. 

(a)  In  some  21  States,  husband  and  wife 
are  permitted  to  incorporate,  or  form  a 
voluntary  partnership,  under  which  the  wife 
as  copartner  is  entitled  to  one-half  of  the 
earnings  thereof  and  on  which  the  husband, 
as  other  copartner,  may  not  be  taxed  for 
income  purposes. 

(b)  The  proposed  section  119  of  the  pend¬ 
ing  bill  would  therefore  require  the  husband 
to  pay  an  income  tax  on  the  earnings  of  his 
copartner,  notwithstanding  that  such  part¬ 
nership  is  involuntary  on  his  part;  whereas 
in  noncommunity  States,  even  though  hus¬ 
band  and  wife  form  a  voluntary  partnership 
with  intent  to  defraud  the  Federal  Govern¬ 
ment  of  income  tax,  the  husband  Is  not  re¬ 
quired  to  pay  an  income  tax  on  the  earnings 
of  his  copartner. 

(c)  Thus,  it  is  seen  that  contrary  to  the 
expression  of  the  committee  that  this  provi¬ 
sion  will  equalize  taxes  in  all  States  of  the 
Union,  section  119  is  but  another  attempt 
to  discriminate  against  the  community  prop¬ 
erty  States  and  if  enacted,  will  place  a  burden 
on  these  8  States  that  is  not,  and  will  not  be 
also  placed  on  the  other  40  common-law 
States,  so-called. 


Mr.  LA  FOLLETTE  subsequently  said: 
Mr.  President,  with  all  this  material  go¬ 
ing  into  the  Record  in  opposition  to  the 
amendment,  I  ask  unanimous  consent  to 
have  inserted  in  the  Record  the  portion 
of  the  majority  committee  report  on  the 
subject  of  community-property  income, 
together  with  the  tables.  I  think  the 
existing  situation  with  reference  to  com¬ 
munity-property  taxation  constitutes  one 
of  the  greatest  injustices  in  the  whole 
tax  structure.  It  has  existed  for  27  years, 
and  should  be  fought  out  and  eliminated 
now.  I  had  intended  to  speak  at  some 
length  in  favor  of  the  ccmmittee’s  posi¬ 
tion  on  the  taxation  of  community-prop¬ 
erty  income;  but  I  am  refraining  from 
doing  so.  I  do  not  desire  to  violate  the 
habit  of  the  Senate  of  not  debating  mat¬ 
ters  after  they  are  settled.  However,  I 
do  desire  to  make  at  least  a  feeble  gasp 
of  expression  of  sentiment  in  favor  of 
the  position  of  the  majority  of  the  com¬ 
mittee.  So  I  ask  unanimous  consent  that 
that  portion  of  the  majority  report  of  the 
committee  dealing  with  community  prop¬ 
erty,  including  the  tables,  may  be  inserted 
in  the  Record  following  the  discussion  of 
that  subject  this  afternoon. 

There  being  no  objection,  the  excerpt 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

4.  Community  income:  Ever  since  the  ad¬ 
vent  of  the  income  tax,  the  disparity  in  the 
taxation  of  income  in  the  community-prop¬ 
erty  States  as  compared  with  that  in  the  non¬ 
community-property  States  has  caused  con¬ 
siderable  concern.  This  situation  has  become 
more  accentuated  as  the  graduated  surtax 
rates  have  been  increased  from  time  to  time. 
Married  persons  in  the  community-property 
States  under  existing  law  are  able  to  effect 
substantial  tax  savings  as  compared  with 
married  persons  in  the  other  States.  Reme¬ 
dies  for  this  inequitable  situation  have  been 
frequently  recommended  to  the  Congress  by 
the  Treasury  Department  and  by  various 
other  tax  experts.  With  the  substantial  in¬ 
creases  in  the  surtax  rates  contained  in  the 
bill,  these  inequities  become  more  apparent 
and  their  termination  more  desirable. 

Consequently,  your  committee  bill  pro¬ 
vides  a  method  whereby  taxpayers  in  com¬ 
munity-property  States  are  placed  on  a  parity 
with  all  other  taxpayers  and  will  pay  the 
same  amount  of  tax  as  do  individuals  simi¬ 
larly  situated  in  the  non-community-prop¬ 
erty  States. 

The  following  tables  shows  the  Federal 
income-tax  benefits  which  accrue  to  the 
earner  of  income  in  a  community-property 
State  as  compared  with  the  earner  of  income 
in  a  non-community-property  State; 

Tax  on  specified  earned  net  incomes 


Earned  net  incomes 

Tax 

under 

Finance 

Com¬ 

mittee 

bill 

Tax  if 
equally 
divided 
between 
husband 
and  wife 

Tax  sav¬ 
ings  in 
com¬ 
munity- 
property 
States 

$3,500 . 

$186 

249 

$186 

234 

$4,000 . 

$15 

$5,000 . 

375 

330 

45 

$0,000 . 

521 

441 

80 

$7,000 . 

687 

567 

120 

$8,000 . 

873 

693 

180 

$9,000 . 

1,079 

819 

260 

$10,000 . 

1,  305 

905 

340 

$12,000 . 

1,817 

1,  297 

520 

$15,000. . 

2,739 

1,  855 

884 

$18,000 . 

3,819 

2, 493 

1,320 

$20,000 . 

4,  614 
6,864 

2,985 

1,629 

$25,000 . 

4,  355 

2,509 

$30,000 . 

9,  339 

5,  988 

3,  351 

$50,000 . 

20,  439 

14,  448 

5,991 

$60,000 . 

26,  509 

19,  443 

7, 066 

$80,000 . 

39,  294 

30, 153 

9, 141 

$100,000 . 

52,  704 

41,763 

10,  941 

$150,000.. . 

87, 189 

72,  973 

14,216 

$2.50,000 . 

157,  659 

140,913 

16,  746 

$500,000 . 

345, 084 

316, 383 

28,701 
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Earned  net  Incomes 

Tax 

under 

Finance 

Com¬ 

mittee 

biU 

Taz  if 
equally 
divided 
between 
husband 
and  wife 

Tax  sav¬ 
ings  in 
com¬ 
munity- 
property 
States 

$750,000. . 

537, 569 
732, 564 

1,  522,  539 

501, 823 
691, 308 
1, 466, 278 
3, 846,  248 

35, 746 

$1, (XX), 000 . 

41,  246 

$2,000,000 . 

56,261 

$5,000,000 . 

3, 922,  524 

76,276 

It  will  be  noted  that  an  individual  with  a 
net  income  of  $10,000  saves  $340  Federal  tax 
solely  by  reason  of  being  a  resident  of  a  com¬ 
munity-property  State.  An  individual  with 
an  income  of  $5,000  saves  $45.  An  individual 
with  an  income  of  $30,000  saves  $3,351,  and 
an  individual  with  an  income  of  $500,000 
saves  $28,701. 

There  are  only  a  few  persons  in  the  com¬ 
munity-property  States  who  derive  any  Fed¬ 
eral  tax  benefit  out  of  the  community-prop¬ 
erty  system.  This  is  shown  by  the  following 
tables : 


Returns  filed  in  community-property  States 
in  1938 


Total 
number 
of  returns 

Com¬ 

munity- 

property 

returns 

Percent 
of  total 

Arizona _ 

20,  447 

713 

3. 49 

California.. . 

523,  696 

22, 859 

4.  36 

Idaho . . . 

13,  223 

411 

3.11 

Louisiana _ 

59,  019 

3,776 

6.40 

Nevada . 

8,969 

339 

3.  78 

New  Mexico _ 

13,690 

608 

4.44 

Texas . 

205,254 

13,  375 

6.52 

Washington  1 _ 

106,  472 

3,336 

3. 13 

Total . 

950,  770 

45, 417 

4.78 

1  Includes  Alaska. 


Net  income  shown  on  returns  filed  in  com * 
munity -property  States,  1938 


State 

Total  net 
Income,  all 
returns 

Net  income, 
community- 
property 
returns 

Percent 
of  total 

Arizona _ 

$56,  359, 000 

$6, 832, 000 

12.12 

California _ 

1,  569,  974,  000 

274,  429,  000 

17. 48 

Idaho. . 

34, 180, 000 

3,  489,  000 

10.21 

Louisiana _ 

191,541,000 

43,  137,  000 

22.  62 

Nevada.. . 

27,  989,  000 

3,  712,  000 

13.  26 

New  Mexico... 

39,211,000 

5,  472,  000 

10.  50 

Texas . 

683, 096, 000 

162,  973, 000 

23.86 

Washington 

275,061,000 

30,  775, 000 

11. 19 

Total _ 

2, 877, 411, 000 

630, 819, 000 

18. 45 

1  Includes  Alaska. 


Source:  Statistics  of  Income  1938. 

Comparison  of  number  of  community -prop¬ 
erty  returns  filed  in  1938  by  net-income 
classes  to  total  number  of  returns  filed  in 
the  8  community -property  States 


Net-income  class 

Total 
number 
of  re¬ 
turns 
filed 

Com¬ 

munity- 

property 

returns 

Percent 
com¬ 
munity- 
property 
returns 
to  total 
returns 

Under  $5,000 _ ....... 

858, 882 

0 

$5,000  to  $10,000. . 

69,  789 

30,  534 

43. 75 

$10,000  to  $15,000 . 

10, 907 

7,384 

67.70 

$15,000  to  $25,000 . 

6, 461 

4, 381 

67. 81 

$25,000  to  $50,000. . 

3,  487 

2,331 

66. 85 

$50,000  to  $100,000 . 

969 

636 

65. 63 

Over  $100,000 . 

275 

151 

54.91 

Total . 

950,  770 

45,  417 

4.78 

Source:  Statistics  of  Income,  1938. 


Not  only  does  this  tax  saving  benefit  only 
a  few  individuals  in  the  community-property 
States,  but,  as  shown  by  the  following  table, 
less  than  1  percent  of  the  total  returns  filed 
in  the  country  represent  community-prop¬ 
erty  returns. 
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Individual  returns  with  net  income  (excluding  fiduciary  returns),  1938,  by  sex  and  family 
relationship;  number  of  returns,  net  income,  and  percentages 


Family  relationship 

Returns 

Net  ineome 

Number 

Percent 
of  total 

Amount 
(thousands 
of  dollars) 

Percent 
of  total 

Joint  returns  of  husbands,  wives,  and  dependent  ehildren,  and  re¬ 
turns  of  cither  husband  or  wife  when  no  other  return  is  filed . 

Separate  returns  of  husbands  and  wives: 

lien _ _ _ 

2, 866,  026 

152,  654 

153. 143 

395,  073 

210. 143 

1,  418,  3S5 
909,  935 
45,  417 

46.60 

2. 48 

2.49 

6.42 

3.42 

23.00 
14.  79 
.74 

10,  001,  384 

1,  593,  939 
693,  027 

1,  040,  372 
472,  994 

2,611, 197 

1,  717, 196 
530,  819 

53.  60 

8.51 
3.  71 

5.58 

2.53 

13. 99 
9.  20 
2.85 

Women _ _ _ _ _ _ _ _ 

Heads  of  families: 

Single  men  and  married  men  not  living  with  wives . .  . 

Single  women  and  married  women  not  living  with  husbands _ 

Not  heads  of  families: 

Single  men  and  married  men  not  living  with  wives . 

Single  women  and  married  women  not  living  with  hnshanris 
Community-property  returns . . . . 

Total,  individual  returns  with  net  ineome 

6, 150,  776 

100.  00 

18,  660,  929 

100.  00 

Source:  Statistics  of  Income,  1938. 

Mr.  ADAMS.  Let  me  ask  the  Senator 
from  Georgia  if  it  is  agreeable  to  him 
for  me  to  submit  at  this  time  the  amend¬ 
ment  I  proposed  to  offer  yesterday. 

Mr.  GEORGE.  Mr.  President,  it  is 
agreeable  to  me  to  have  the  amendment 
considered  at  this  time,  I  will  say  to  the 
Senator  from  Colorado. 

I  should  like  to  renew  the  statement 
I  made,  that  the  Senator’s  amendment  is 
an  administrative  matter  and,  the  com¬ 
mittee  having  decided  not  to  incorporate 
such  matters  in  the  bill,  it  is  very  doubt¬ 
ful  whether  the  House  or  the  House  con¬ 
ferees  would  be  disposed  to  consider  an 
administrative  measure  or  amendment 
about  which  there  might  not  be  any  real 
dispute  or  controversy. 

Mr.  ADAMS.  I  will  say  to  the  Senator 
that  of  course  I  have  such  abounding 
confidence  in  the  ability  and  persuasive¬ 
ness  of  the  chairman  of  the  Finance 
Committee  and  the  chairman  of  the  con¬ 
ference  committee  that  I  feel  quite  sure 
that  a  meritorious  amendment  will  be  re¬ 
tained.  But  of  course  whatever  hazard 
there  is  in  that  has  to  be  taken. 

Mr.  GEORGE.  I  do  not  desire  to  be 
put  in  the  attitude  of  rejecting  or  oppos¬ 
ing  all  administrative  amendments,  if  I 
consent  as  chairman  of  the  committee  to 
consider  any  of  them;  but  the  Senator 
has  a  right  to  offer  the  amendment,  and 
I  frankly  say  that  the  amendment  is 
meritorious.  I  am  advised  and  believe 
that  the  Treasury  Department  itself 
would  desire  to  correct  the  particular 
condition  covered  by  the  amendment 
which  arises  by  reason  of  Supreme  Court 
decisions.  But  I  had  hoped  that  it 
might  be  passed  over  until  we  come  to 
the  consideration  of  an  appropriate  bill. 

If  the  Senator  desires  to  offer  it,  of 
course  it  may  be  offered  at  this  time. 

Mr.  ADAMS.  I  submit  the  amend¬ 
ment,  which  I  send  to  the  desk  and  ask 
to  have  stated. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Legislative  Clerk.  At  the  proper 
place  in  the  bill  it  is  proposed  to  insert 
the  following; 

Sec.  — .  Deductions  from  gross  income. 

Section  23  (a)  (1)  of  the  Internal  Revenue 
Code  is  amended  by  inserting  after  the  words 
“taxable  year’’  the  words  “in  caring  for  and 
conducting  the  business  of  the  taxpayer.” 

Mr.  ADAMS.  Mr.  President,  a  very 
brief  word  in  explanation.  As  the  law 
stands  it  provides  for  the  deduction,  in 
ascertaining  net  revenue,  of— and  I 
quote: 


All  the  ordinary  and  necessary  expenses 
paid  or  incurred  during  the  taxable  year  in 
carrying  on  any  trade  or  business. 

The  Supreme  Court,  in  at  least  two 
cases — one,  the  case  of  United  States  v. 
Pyne  (61  Sup.  Ct.  894),  which  is  a  very 
recent  case;  and  in  a  prior  case,  Higgins 
v.  Commissioner  (312  U.  S.  212) — held 
that  such  deductions  were  limited  to  ex¬ 
penses  incurred  in  a  somewhat  narrow 
definition  of  doing  business.  They  ex¬ 
cluded  from  deduction  any  expenses  in¬ 
curred  by  an  executor,  for  instance,  in 
conserving  the  business  of  the  estate,  in 
the  payment  of  attorneys’  fees,  and  in 
protecting  the  estate.  They  excluded  the 
expenses  paid  by  a  man  whose  property 
consisted  of  bonds  and  stocks  and  real 
estate.  He  may  have  employed  people  to 
look  after  his  investments,  to  collect  his 
dividends  and  coupons,  to  make  cut  his 
income-tax  returns;  but  the  Court  held 
that  that  was  not  the  carrying  on  of  a 
business. 

Under  the  law  as  it  stands  a  man  of 
whom  we  heard  yesterday,  in  a  Western 
State,  who  was  the  proprietor  of  an  es¬ 
tablishment  with  a  large  supply  of  slot 
machines,  could  employ  operators  and 
collectors  and  could  deduct  the  expenses 
of  their  employment,  while,  on  the  other 
hand,  a  widow  whose  funds  consisted  of 
bonds  and  securities,  who  was  buying  de¬ 
fense  bonds,  and  who  had  to  employ  a 
bookkeeper,  could  not  deduct  the  ex¬ 
penses  incident  to  having  her  business 
looked  after,  because  it  was  her  personal 
business. 

What  I  have  sought  to  do  by  this 
amendment  is  to  correct  what  I  think  is 
an  obvious  error,  and  to  propose  what 
the  Senator  from  Georgia  says  is  a  meri¬ 
torious  suggestion,  so  that  there  may  be 
deducted  the  bona  fide,  legitimate,  and 
necessary  expenses  incurred  by  anyone 
in  conserving  his  own  business  affairs, 
even  though  he  be  not  engaged  in  a  par¬ 
ticular  line  of  business.  That  is  to  say, 
if  he  has  stocks,  if  he  has  bonds,  and  if 
he  requires  the  employment  of  a  clerk  in 
an  office  he  certainly  is  as  much  entitled 
to  a  deduction  for  such  expenses  as  is  the 
other  man  who  is  trafficking  in  stocks. 
So  the  amendment  simply  would  add  the 
right  to  deduct  expenses  necessary  to 
the  conserving  of  the  individual  business 
affairs  of  the  taxpayer. 

Mr.  GEORGE.  Mr.  President,  as  I 
have  already  stated,  I  think  the  amend¬ 
ment  is  a  proper  amendment  and  is 
meritorious,  and  I  am  perfectly  willing 
to  accept  it, 


The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  of  the  Senator  from  Colorado 
[Mr.  Adams]. 

The  amendment  was  agreed  to. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
offer  an  amendment  on  page  109,  in  line 
11.  I  propose  to  strike  out  the  entire 
line,  which  reads  as  follows: 

“(1)  Motor  vehicles — $5. 

This  provision  was  in  the  bill  as  it  came 
from  the  House  and  was  retained  by  the 
Finance  Committee.  It  imposes  a  flat  $5 
tax  on  the  user  of  every  automobile. 

In  my  opinion,  this  bill  is  already 
loaded  down  with  regressive  taxes  which 
violate  the  sound  principle  of  ability  to 
pay;  but  this  is  the  most  regressive  and 
most  unjustified  single  item  in  the  bill. 

In  the  United  States  there  are 
32,000,000  motor  vehicles.  The  annual 
revenue  yield  from  this  tax,  assuming 
complete  collection,  will  be  $160,000,000. 

As  I  have  said,  I  regard  this  as  one 
of  the  most  regressive  taxes  ever  pro¬ 
posed  to  be  imposed  upon  a  long-suffer¬ 
ing  people,  because  this  proposal,  Mr. 
President,  has  absolutely  no  relation  to 
the  ability  of  the  taxpayer  to  carry  the 
burden;  it  has  absolutely  no  relation  to 
the  value  of  the  article  that  is  to  be 
taxed  nor  the  degree  of  use.  A  jalopy 
5,  6,  or  7  years  old,  worth  $15  and  driven 
only  500  miles  a  year,  will  pay  exactly 
the  same  $5  tax  as  a  long-nosed,  spe¬ 
cially  constructed,  Le  Baron-bodied  Cad¬ 
illac.  Mr.  President,  if  Senators  can  de¬ 
fend  that,  let  them  take  it  home  and 
discuss  it  with  the  taxpayers  of  their 
States.  I  venture  there  will  be  much 
to  explain  when  the  people  of  the  coun¬ 
try  finally  understand  the  job  that  has 
been  done  in  this  and  other  provisions 
of  the  bill. 

Approximately  $135,000,000  of  the 
$160,000,000  revenue  under  this  tax  will 
come  from  the  27,000,000  passenger  motor 
vehicles,  and  about  $25,000,000  from  the 
5,000,000  motor  trucks. 

Let  the  farmer  of  Vermont  or  any 
other  State  get  behind  a  double  or  triple 
hooked-up  truck  job  while  driving  his 
jalopy  to  market;  let  him  realize  that 
the  Congress  of  the  United  States  has 
“soaked”  him  $5  for  the  privilege  of 
running  his  Ford,  or  whatever  other  kind 
of  car  he  uses  to  travel  back  and  forth 
to  the  community  where  he  does  busi¬ 
ness;  let  him  realize  the  truck  pays  only 
the  same  $5  tax;  and  then  try  to  justify 
that  when  you  get  home,  if  you  can. 

Mr.  TOBEY.  Mr.  President,  will  the 
Senator  yield? 

Mr.  LA  FOLLETTE.  I  yield. 

Mr.  TOBEY.  I  will  tell  the  Senator 
what  the  farmer  will  say.  He  will  say, 
“There  ain’t  no  justice.” 

Mr.  LA  FOLLETTE.  He  is  going  to 
say  that  over  and  over  again  as  to  almost 
every  one  of  the  taxes  imposed  by  this 
bill;  and  especially  will  that  be  true  when 
he  finds  out  that  most  of  the  money 
taken  out  of  his  pocket  will  be  used  to 
help  bloody  Joe  Stalin. 

Mr.  President,  how  does  this  tax  on 
automobiles  in  the  pending  bill  compare 
v/ith  State  registration  fees?  The  Fed¬ 
eral  Works  Agency  of  the  Public  Works 
Administration  has  published  the  follow¬ 
ing  statistics  for  the  calendar  year  1939: 

The  State  governments  for  that  year 
collected  a  total — mark  this  figure — of 
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$353,000,000  from  registration  fees,  of 
which  $236,000,000  came  from  registra¬ 
tion  fees  on  passenger  vehicles  and  $117,- 
000,000  from  the  registration  fees  on 
trucks.  In  effect,  therefore,  the  pro¬ 
posed  tax  increases  the  registration  fees 
on  cars  of  all  makes  and  models  com¬ 
bined  by  an  average  of  57.2  percent,  and 
on  trucks  by  21.3  percent.  Of  course,  it 
should  be  noted  that  an  average  percent¬ 
age  increase  of  57.2  percent  on  all  cars 
does  not  indicate  the  real  burden  on  the 
smaller  and  cheaper  motor  vehicles,  for 
most  of  the  States  use  a  graduated  scale 
for  motor-vehicle  registration.  My  own 
State  imposes  very  high  fees  for  auto¬ 
motive  registration,  but,  at  least,  it  recog¬ 
nizes  the  principle  that  the  smaller  car 
should  not  be  required  to  pay  as  great  a 
tax  as  the  larger  car.  By  the  same 
token  we  have  applied  the  same  principle 
of  taxation  to  the  utilization  of  our  high¬ 
ways  for  motortruck  transportation.  A 
similar  policy  prevails  in  most  of  the 
States;  but  the  Federal  Government  now 
proposes  a  flat  fee,  a  flat  tax,  which  has 
no  relationship  to  the  size  of  the  car  or 
the  value  thereof,  or  to  the  size  of  the 
truck  or  the  tonnage  thereof.  Actually, 
the  increase  on  certain  smaller  vehicles 
paying  the  lowest  registration  fee  and  on 
certain  special  classifications  provided  in 
some  States,  such  as  farm  vehicles,  is 
more  than  a  100-percent  increase.  That 
applies  to  the  States  which  recognize  that 
the  farmer  has  been  in  a  desperate  situ¬ 
ation  and  have  reduced  the  registration 
fee  or  relieved  him  of  the  necessity  of 
paying  a  license  fee  on  the  truck  used 
in  hauling  his  products  to  market.  This 
bill,  of  course,  makes  no  such  exception. 

A  detailed  tabulation  of  the  Public 
Roads  Administration  shows  that  the 
States  of  Arizona,  California,  Colorado, 
Georgia,  Idaho,  Kansas,  Massachusetts, 
Montana,  Nebraska,  Nevada,  North  Da¬ 
kota,  Oregon,  South  Carolina,  Utah, 
Washington,  and  Wyoming,  will,  in  ef¬ 
fect,  have  large  percentage  increases, 
due  to  this  tax.  because  the  registration 
fees  in  those  States  are  comparatively 
low. 

I  believe,  Mr.  President,  without  any 
invidious  comparison  intended,  that  the 
proposed  tax  is  comparable  to  a  poll  tax. 
It  is  probably  more  regressive  than  any 
other  major  tax  in  our  entire  tax  struc¬ 
ture,  Federal,  State,  or  local,  because  ap¬ 
proximately  55  percent  of  all  the  auto¬ 
mobiles  are  owned  by  persons  earning 
less  than  $30  a  week. 

I  base  that  statement  on  the  published 
data  of  the  American  Automobile  Asso¬ 
ciation,  and,  insofar  as  I  have  been  able 
to  ascertain,  there  is  no  reason  to  ques¬ 
tion  their  approximate  accuracy.  Even 
under  a  sales  tax,  a  general  Federal  sales 
tax,  this  group,  that  is,  the  group  earn¬ 
ing  $30  a  week  or  less,  would  pay  only 
37  percent  of  the  total  burden.  That 
statement  is  based  on  one  of  the  T.  N.  E. 
C.  monographs  on  taxation  No.  3,  en¬ 
titled  “Who  Pays  the  Taxes?”  So,  what 
we  are  really  proposing  to  do,  Mr. 
President,  by  this  tax  is  to  take  from  a 
group  in  the  United  States  that  earns  $30 
a  week  or  less  55  percent  of  the  $160,000,- 
000  which  is  to  be  raised  by  this  tax  or  13 
percent  more  than  would  be  taken  if  a 
general  sales  tax  were  imposed  to  yield 
the  same  amount  of  revenue. 

Let  me  not  be  misunderstood.  I  am 
not  in  favor  of  a  sales  tax.  I  have 


fought  a  sales  tax  in  season  and  out, 
ever  since  I  have  been  a  Member  of  this 
body,  and  I  intend  to  continue  to  do  so 
as  long  as  I  am  a  Member  of  it  but  I  am 
simply  pointing  out  that  the  incidence 
of  this  tax  will  hit  hardest  those  who 
are  in  the  lower-income  groups,  and 
more  so  than  a  sales  tax. 

Now  let  me  return  for  a  moment  to 
the  yearbook  of  the  Automobile  Manu¬ 
facturers’  Association  in  relation  to  this 
tax  and  its  impact  upon  the  farmers  of 
the  country. 

According  to  the  yearbook  of  the  Au¬ 
tomobile  Manufacturers’  Association,  41.2 
percent  of  all  motor  vehicles  are  regis¬ 
tered  in  farms  and  villages  under  2,500 
in  population.  According  to  surveys 
made  by  this  trade  association,  65  per¬ 
cent  of  the  mileage  traveled  by  these 
automobile  owners  on  the  farms  and  in 
small  villages  is  done  for  business  pur¬ 
poses — a  much  larger  percentage  than 
is  the  case  with  the  average  urban 
driver.  Generally,  too,  as  we  all  know, 
because  of  the  economic  conditions 
which  have  prevailed  upon  the  farms  of 
the  country  ever  since  the  last  mad  ad¬ 
venture  in  Europe,  the  farmer  has  the 
eldest  and  cheapest  motor  vehicle,  on 
which  many  of  the  States  allow  special 
and  lower  registration  fees,  but  which, 
under  the  proposal  in  this  bill,  would  be 
taxed  at  the  same  rate  as  the  super- 
motor-vehicle  freight  van. 

Mr.  President,  it  is  an  erroneous  con¬ 
ception  to  impose  this  tax  on  the  theory 
that  the  utilization  of  motor  vehicles  in 
the  United  States  in  the  year  1941  is  for 
the  purpose  of  pleasure  or  luxurious 
transportation.  The  contrary  is  true.  I 
assert  without  fear  of  successful  contra¬ 
diction  that  the  motor  vehicle  has  be¬ 
come  a  highly  essential  vehicle  of  trans¬ 
portation. 

Take  the  case  of  the  city  of  Washing¬ 
ton,  for  example;  What  do  you  think 
would  happen  to  the  functioning  of  the 
Federal  Government  if  the  use  of  private 
automobiles  for  the  purpose  of  transport¬ 
ing  Government  workers  back  and  forth 
from  their  offices  to  their  homes  were 
completely  stopped?  The  Government 
would  be  paralyzed.  It  would  be  scram¬ 
bled  even  more  than  the  defense  program 
is  scrambling  it. 

Apply  that  situation  to  any  urban  com¬ 
munity  in  the  United  States.  Take  the 
case  of  the  city  of  Cleveland,  for  example, 
which  has  a  development  along  the  lake 
shore.  It  is  a  long  city.  It  has  had  ex¬ 
cellent  public  transportation;  but  I  ven¬ 
ture  the  assertion  that  if  the  people  who 
work  in  the  offices  and  factories  and 
stores  and  other  economic  enterprises  in 
the  city  of  Cleveland,  Ohio,  were  debarred 
from  the  use  of  their  automobiles,  the  en¬ 
tire  economy  of  the  city  would  be  seriously 
impaired,  because  public  transportation 
could  not  possibly  expand  to  take  care  of 
the  actual  going  to  and  from  work  of  the 
people  who  work  in  that  community;  and 
that  is  true  in  every  community  in  the 
United  States. 

So,  Mr.  President,  this  tax  cannot  be 
justified  on  the  ground  that  it  is  designed 
to  tax  luxuries. 

Furthermore,  I  ask  Senators  to  pause 
and  consider  what  is  likely  to  happen  if 
we  acknowledge  the  principle  that  the 
Federal  Government  may  impose  a  use 
tax.  If  we  may  put  a  $5  tax  on  the  use 


of  automobiles  in  the  United  States  under 
Federal  law,  we  may  put  a  $25  tax  on  it. 
If  we  may  put  a  $5  tax  on  a  motor  ve¬ 
hicle,  we  may  put  a  $5  tax  on  a  farmer’s 
tractor;  we  may  put  a  $5  tax  on  a  house¬ 
wife’s  sewing  machine. 

Mr.  President,  I  do  not  wish  to  take 
any  further  time.  I  think  it  has  been 
amply  demonstrated  in  all  the  hearings 
before  both  the  House  Ways  and  Means 
Committee  and  the  Senate  Finance  Com¬ 
mittee  that  the  users  of  automobiles, 
motor  vehicles,  and  trucks,  are  probably 
the  highest-taxed  group  in  the  United 
States,  if  we  take  into  account  all  the 
taxes  they  are  required  to  pay.  But  if 
it  were  desired  to  obtain  more  revenue 
from  the  same  general  source,  then  an 
increase  in  the  excise  tax  on  new  auto¬ 
mobiles  would  certainly  be  a  much  more 
justifiable  tax  than  is  this,  although  I 
wish  it  to  be  understood  that  I  am  not 
advocating  such  an  increase. 

Everyone  knows  that  there  is  to  be  a 
drastic  curtailment  of  the  production  of 
automobiles  and  other  motor  vehicles  in 
this  country.  It  is  generally  accepted 
that  the  curtailment  will  be  somewhere 
around  50  percent;  and  if  the  slide-rule 
artists  get  busy  here  some  Saturday  night 
we  may  wake  up  to  find  out  that  it  is  to 
be  75  percent.  Eut,  in  any  case,  it  is 
perfectly  obvious  that  the  supply  of  new 
automobiles  will  be  inadequate  to  meet 
the  demand.  This  inevitably  will  result 
in  an  increase  in  price  unless  some  way 
is  found,  which  has  not  yet  been  enacted, 
to  prevent  it.  Undoubtedly  there  will  be 
enough  consumers  to  meet  this  increased 
price,  so  that,  whatever  the  output,  it  will 
be  taken  off  the  market,  even  with  an 
increased  excise  tax.  Therefore,  with  an 
increased  excise  tax,  the  Federal  Govern¬ 
ment  at  least  would  be  getting  some 
benefit  from  the  increased  price  which 
the  consumer  inevitably  will  have  to  pay 
for  his  automobile  in  any  case. 

Mr.  President,  I  desire  to  sum  up: 

First  of  all,  this  is  a  regressive  tax. 
It  has  absolutely  nothing  to  do  with  abil¬ 
ity  to  pay. 

Secondly,  this  tax  is  not  justified,  be¬ 
cause  it  falls  upon  a  type  of  vehicle  which 
is  absolutely  essential  to  the  functioning 
of  our  economy. 

Thirdly,  it  is  not  justified,  because  this 
particular  group  cf  taxpayers,  namely, 
the  users  of  motor  vehicles  in  the  United 
States,  are  already  tremendously  bur¬ 
dened. 

The  motor-vehicle  users  of  the  United 
States  now  pay  out  $353,000,000  a  year 
in  registration  fees.  This  $5  use  tax, 
will  cost  them  $160,000,000  additional. 

Mr.  President,  there  is  one  other  point 
I  desire  to  make.  Much  has  been  said 
about  the  unfortunate  diversion  by  the 
States  of  gas  taxes  which  were  primarily 
intended  for  the  purpose  of  building  and 
maintaining  highways.  There  has  been 
criticism  that  the  Federal  Government 
is  now  in  the  business  of  diverting  part 
of  the  gas  tax.  originally  applied  for  the 
purpose  of  making  road  appropriations, 
to  general  Treasury  expenditure  pur¬ 
poses.  I  call  attention  to  the  fact  that 
here  is  another  $160,000,000  which  is  to 
be  taken  out  of  the  long-suffering  users 
of  motor  vehicles  in  the  United  States 
and  diverted  for  general  purposes. 

Finally,  I  wish  to  quote  briefly  from 
Mr.  Sullivan,  the  Assistant  Secretary  oi 
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the  Treasury,  on  the  cost  of  collecting 
this  tax: 

The  proposed  tax  must  be  collected  from 
32,000,000  taxpayers  located  throughout  every 
State  and  county  In  the  country.  This 
would  require  an  additional  personnel  in  the 
Bureau  of  Internal  Revenue  of  at  least  3,800 
new  employees. 

I  hasten  to  add  they  are  all  under  civil 
service,  because  I  do  not  desire  to  hurt 
the  amendment. 

The  administrative  cost  is  estimated  to 
be  $9,600,000,  or  approximately  $6  per  $100 
of  tax  collected,  which  is  more  than  five 
times  the  average  cost  of  collecting  other 
excise  taxes. 

Mr.  President,  I  ask  for  the  yeas  and 
nays  on  my  amendment. 

The  yeas  and  nays  were  ordered. 

Mr.  GEORGE.  Mr.  President,  in  the 
first  place,  the  amendment  does  not  ap¬ 
ply  to  any  automobiles  owned  by  the 
Government  or  the  States  or  the  munic¬ 
ipalities.  No  publicly  owned  automobile 
would  be  affected. 

In  the  second  place,  reliable  statistics 
indicate  that  about  18.8  percent  of  the 
passenger  cars  are  owned  by  persons 
whose  incomes  are  under  $1,000;  51.8  per¬ 
cent,  cumulative,  are  owned  by  those 
whose  incomes  are  under  $2,000;  74.3 
percent  are  owned  by  those  with  incomes 
are  under  $3,000;  91.4  percent  are  owned 
by  those  whose  incomes  are  under  $5,000, 
and  so  on. 

The  House  inserted  this  provision  in 
the  tax  bill.  The  Senate  Finance  Com¬ 
mittee  approved  it  without  amendment, 
and  the  House  evidently  inserted  the  pro¬ 
vision  because  of  a  conflict  between  other 
taxes  which  were  suggested.  In  other 
words,  the  House  had  the  choice,  and  I 
say  very  frankly  the  Senate  now  has 
the  choice  of  increasing  the  tax  on  gaso¬ 
line  if  if  does  not  want  this  tax,  because 
the  elimination  of  this  tax  will  reduce 
the  amount  to  be  raised  by  the  bill  to 
less  than  $3,500,000,000;  and  I,  as  chair¬ 
man  of  the  Committee  on  Finance,  would 
not  want  to  do  that,  and  I  am  satisfied 
that  the  committee  as  a  committee  would 
not  desire  to  see  that  result. 

The  automobile  users  in  my  State  went 
into  this  question  with  some  care — I  do 
not  know  whether  a  like  inquiry  has 
been  made  in  other  States— and  they 
found  on  careful  consideration  that  the 
owner  of  an  average  passenger  car  would 
pay  more  than  $5  a  year  through  a  simple 
increase  of  one-half  cent  per  gallon  on 
gasoline.  They  therefore  said,  “We  will 
support  this  tax.”  In  my  judgment,  they 
reached  a  very  sane  conclusion,  because, 
say  what  we  please  about  it,  the  person 
who  is  able  to  own  an  automobile  is  able 
to  pay  some  tax,  and  this  tax  is  on  the 
average  less  than  would  be  required 
through  an  increase  of  half  a  cent  per 
gallon  on  gasoline. 

The  House  Committee  on  Ways  and 
Means  and  the  Finance  Committee  were 
of  the  opinion  that  it  was  not  desirable 
to  increase  the  Federal  gasoline  tax  by  a 
cent  or  by  half  a  cent.  One-half  a  cent 
increase  on  gasoline  would  produce  about 
$128,000,000 — nearly  as  much  as  the  tax 
under  discussion.  The  House  also 
thought  it  was  not  wise  or  advisable  to 
increase  the  manufacturer’s  sales  tax  on 
automobiles  beyond  7  percent.  Finally, 
it  was  recommended  that  it  be  increased 
to  15  percent,  but  the  House  fixed  the 


tax  on  the  manufacturer’s  selling  price 
at  only  7  percent,  which  is  double  the 
present  rate.  So  the  committee,  having 
found  a  tax  which  may  be  objectionable 
when  looked  at  alone,  in  considering  the 
problem  of  attempting  to  raise  an 
amount  of  money  which  will  safeguard 
the  integrity  of  the  Treasury  of  the 
United  States,  is  called  upon  to  pass 
merely  upon  the  tax  from  the  standpoint 
of  every  criticism  which  can  be  aimed 
against  it. 

Of  course,  this  would  be  a  hard  tax  on 
some  people,  it  is  true,  but  so  would  it  be 
hard  to  impose  a  tax  of  15  percent  on 
the  manufacturer’s  selling  price  of  every 
automobile  in  this  country.  Fifteen  per¬ 
cent  on  a  $1,000  car  would  be  $150.  The 
House  thought  it  better  to  put  a  tax  of 
$70  on  a  $1,000  car.  The  House  thought 
it  wise  not  to  tax  gasoline  any  further, 
not  to  increase  the  tax  even  by  one-half 
cent,  because  very  much  is  involved  in 
the  gasoline  tax.  State  securities  and 
bonds  have  been  issued  upon  the  amor¬ 
tized  value  of  the  gas  tax  by  certain 
States.  The  gas  tax  alone  in  my  State 
produces  some  $24,000,000  a  year.  It  is 
essential  to  the  State  not  to  restrict 
further  by  additional  taxes  the  use  of 
things  from  which  the  State  itself  derives 
revenue. 

Every  man  who  is  able  to  own  a  car  is 
able  to  pay  a  tax,  and  the  House  fixed  this 
tax  at  $5.  It  is  true  it  is  applicable  to  any 
kind  of  a  car,  but  the  bill  contemplates 
that  it  must  be  a  motor  vehicle  used  on 
the  highways  of  the  country  and  ex¬ 
pressly  excepts  from  its  operation  pub¬ 
licly  owned  cars. 

There  is  the  problem.  I  can  stand  here 
and  offer  amendments  proposing  other 
taxes  in  the  various  categories  and  Sen¬ 
ators  can  have  the  privilege  of  choosing 
between  them.  If  they  do  not  want  this 
one,  I  will  offer  others  until  we  see 
whether  we  are  willing  to  meet  the  acid 
test  of  making  good  the  enormous  ap¬ 
propriations  we  have  made  in  the  name 
of  national  defense,  proclaiming  that  we 
were  glad  to  make  such  appropriations. 

Mr.  President,  if  the  yeas  and  nays 
were  not  ordered  on  the  amendment,  I 
ask  for  the  yeas  and  nays. 

The  PRESIDING  OFFICER.  The 
yeas  and  nays  have  been  ordered. 

Mr.  GEORGE.  Very  well. 

Mr.  DANAHER.  Mr.  President,  in  the 
first  place,  I  should  like  to  associate  my¬ 
self  of  record  with  what  I  deem  to  be 
the  excellent  argument  of  the  Senator 
from  Wisconsin  [Mr.  LaFolletteI  ap¬ 
plicable  to  the  pending  question.  I  am 
in  agreement  with  him  implicitly.  But 
there  is  a  further  question,  if  I  may  take 
the  time  of  the  Senate  for  a  few  moments 
to  point  out  what  we  are  asked  to  do. 
Imposing  a  use  tax  is  invading  a  field 
which  as  a  matter  of  policy  is  taking  us 
back  to  a  program  which  was  rejected  in 
this  country  when  Jefferson  became 
President.  The  name  of  Jefferson  may 
not  have  the  significance  in  these  days 
that  it  once  had,  when  many  of  those 
who  went  to  the  polls  every  4  years 
thought  they  were  still  voting  for  him, 
but  the  fact  remains  that  between  1794 
and  the  time  of  Jefferson’s  accession  to 
the  Presidency  we  had  this  kind  of  a  tax, 
but  it  did  not  apply  then  to  farm  vehicles, 
it  applied  only  to  carriages.  When  Jef¬ 
ferson  became  President  the  use  tax  on 


carriages  was  repealed.  There  was  no 
similar  tax  until  1815,  when  in  an  effort 
to  meet  the  burden  of  the  cost  of  the 
War  of  1812,  use  taxes  were  again  im¬ 
posed,  only  to  be  repealed  in  1817. 

Mr.  President,  here  is  where  the  vice 
arises,  now,  as  then,  for  with  the  con¬ 
stant  and  ever  increasing  encroachment 
of  the  Federal  Government  into  the  field 
of  taxation  open  to  the  States,  in  a  search 
for  revenue,  a  tax  was  placed  not  only 
on  the  use  of  carriages  but  on  silver  serv¬ 
ice,  and  taxes  were  placed  on  other  items 
of  personal  property  of  individuals  within 
the  States;  in  other  words,  it  was  claimed 
that  there  was  a  use  of  various  objects 
of  refinement  and  culture  and  civilization 
to  which  a  tax  would  adhere,  and  that 
the  Federal  Government  had  the  right  to 
pursue  within  the  State  and  to  the  indi¬ 
vidual  the  source  of  that  tax,  and  to  take 
from  the  people  a  tax  based  on  use  and 
proportionate,  it  was  said,  to  their  ability 
to  pay  on  the  items  which  they  were  able 
to  own,  and  hence  to  use. 

Mr.  President,  the  Senator  from  Wis¬ 
consin  has  very  ably  observed  that  if  we 
can  put  a  tax  of  $5  on  the  use  of  an 
automobile  this  year,  we  can  make  it  $20 
next  year;  we  can  make  it  $50  or  $100 
thereafter.  You  can  put  such  a  tax  on 
the  use  of  every  single  object  of  furniture, 
if  you  please,  or  every  type  of  equipment, 
within  the  home,  or  elsewhere. 

The  question  involved  here  is  not  sim¬ 
ply  a  matter  of  getting  $160,000,000. 
The  question  is  one  of  policy,  whether 
the  Congress  is  to  pursue  objects  of  per¬ 
sonal  property  within  the  States,  items 
of  personal  property,  which  are  already 
on  the  rate  lists  of  the  States  and  subject 
to  tax  there. 

Mr.  President,  just  so  soon  as  we  em¬ 
bark  upon  that  course  as  a  matter  of  pol¬ 
icy,  for  the  first  time  in  124  years,  just 
so  surely  will  we  gradually  decrease  the 
sources  cf  the  revenue  open  to  the  States. 
In  turn  this  will  cause  a  greater  depend¬ 
ence  by  the  States  upon  the  Central  Gov¬ 
ernment,  and  cause  the  States  for  their 
part  to  lock  to  the  Central  Government 
to  maintain  their  services,  the  more 
surely  because  the  Federal  Government 
will  be  said  to  possess  this  broader  tax 
base,  this  broader  taxing  power  as  a 
source  for  the  maintenance  of  State: 
services. 

Mr.  President,  if  this  principle  shall  be 
applied  it  will  result  in  gradually  extend¬ 
ing  the  tax  to  the  use  of  personal  objects 
other  than  automobiles.  In  principle,  as 
Federal  taxing  power  increases,  the  tend¬ 
ency  will  be  to  reduce  the  States  to  the 
status  of  mere  counties,  if  you  choose,  in 
the  Central  Government,  which  will  be¬ 
come  all-powerful  by  virtue  of  its  posses¬ 
sion  of  the  power  to  apply  this  principle. 
Indeed,  it  can  be  carried  to  the  length 
of  destroying  the  use  of  the  object  taxed. 

Mr.  President,  this  tax  is  not  merely  a 
tax  unequal  in  application,  it  is  not 
merely  a  tax  which,  it  can  be  argued,  vio¬ 
lates  the  first  article  of  the  Constitution. 
It  is  not  merely  a  tax  which  applies  un¬ 
evenly  to  the  poor  as  distinguished  from 
the  rich  and  the  respective  ability  to  pay. 
There  is  a  deeper  question  of  principle 
involved  here.  It  is  that  to  which  I  re¬ 
fer,  and  it  is  whether  Congress  is  now 
going  to  stand  for  the  adoption  of  a  pol¬ 
icy  which  will  invade  the  State  lines,  and 
attach  a  tax  upon  the  use  of  personal 
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property  within  the  State.  That  is  the 
question  which  is  involved  here,  with  all 
the  consequences  attendant  upon  that 
result. 

I  respectfully  suggest  that  if  it  had  to 
be  an  excise  tax  on  gasoline,  or  any 
other  item  properly  subject  to  such  an 
excise  tax,  it  would  be  far  better  than 
to  seek  merely  a  source  of  revenue,  as  is 
said  of  this  particular  item.  What  I  say 
applies  alike  to  a  tax  on  the  use  of  an 
amusement  machine.  It  applies  alike  to 
a  tax  on  the  use  of  the  motorboat. 

Mr.  President,  do  you  not  see  that  the 
moment  we  approve  an  attempt  to  attach 
a  tax  upon  the  use  of  articles  of  personal 
property  there  is  no  limit  whatever  to 
the  lengths  to  which  the  Federal  Gov¬ 
ernment  can  go  to  tax  the  last  object  of 
personal  property  of  individuals  within 
the  States? 

I  respectfully  commend  to  the  atten¬ 
tion  of  the  Senate  the  seriousness  of  the 
question  of  policy  and  principle  thus  in¬ 
volved.  I  believe  that  the  argument  and 
the  offer  of  amendment  made  by  the 
Senator  from  Wisconsin  is  just  and 
sound,  and  I  am  glad  to  associate  myself 
with  what  he  has  said.  For  the  reasons 
advanced  by  him,  as  well  as  those  I  have 
mentioned  and  upon  which  I  will  not 
further  elaborate,  I  believe  the  amend¬ 
ment  should  be  adopted  and  that  use 
taxes  should  be  stricken  from  the  bill. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
wish  to  say  one  word  in  conclusion.  The 
Senator  from  Georgia  [Mr.  George]  has 
stated  that  the  question  involved,  if  the 
amendment  shall  prevail,  is  the  problem 
of  finding  some  other  tax.  So  far  as  I 
am  concerned,  there  is  not  any  tax  in  the 
bill,  or  one  that  has  been  proposed,  that 
is  worse  in  principle  or  application  than 
the  one  now  under  consideration. 

Furthermore,  I  should  like  to  point  out 
that  the  Senate,  by  more  than  a  2-to-l 
vote,  on  yesterday  refused  to  raise  the 
rate  on  estates,  which  would  have  pro¬ 
duced  $202,000,000,  considerably  more 
than  the  provision  now  in  question  will 
produce. 

I  also  wish  to  point  out  that,  over  my 
protest,  a  majority  of  the  Finance  Com¬ 
mittee  agreed  to  abandon  the  fight  on 
taxation  of  community-property  income. 
When  that  item  was  eliminated  practi¬ 
cally  by  unanimous  consent — I  think  I 
was  the  only  one  who  voted  against  it  on 
the  viva  voce  vote,  or,  if  not  the  only  one, 
at  least  there  were  only  a  few  who  voted 
against  it — about  $50,000,000  in  revenue 
was  cut  out  of  the  bill,  and  no  one  rose 
to  say  that  we  had  to  consider  what  kind 
of  taxation  should  be  imposed  in  order  to 
take  its  place. 

Mr.  President,  I  think  my  record  will 
show  that  through  all  the  years  I  have 
been  a  Member  o'  this  body,  and  a  mem¬ 
ber  of  the  Finance  Committee,  I  have 
fought  as  hard  as  anyone  to  obtain  in¬ 
creased  revenue  for  the  Government,  but 
there  is  a  point  beyond  which  the  Senate 
and  the  House  and  the  Treasury  Depart¬ 
ment  should  not  go  in  imposing  taxes 
which  violate  all  sound  principles  of  tax¬ 
ation  and  all  principles  of  equity  and  of 
justice.  We  certainly  have  not  reached 
that  point. 

We  have  turned  down  the  Treasury’s 
recommendations  on  excess  profits.  We 
have  turned  down  the  Treasury’s  recom¬ 
mendation  on  the  taxation  of  estates. 


We  have  turned  down  the  Treasury’s  rec¬ 
ommendations  with  respect  to  depletion 
allowances  for  taxation  purposes.  We 
have  now  turned  down  the  Treasury’s 
recommendation  for  taxation  on  com¬ 
munity  property.  The  House  of  Repre¬ 
sentatives  turned  down  the  Treasury’s 
recommendation  on  joint  returns. 

If  we  are  going  to  turn  down  all  the 
proposals  which  are  based  on  sound  prin¬ 
ciples  of  taxation,  which  are  based  on 
the  principle  of  ability  to  pay,  if  we  are 
going  to  close  our  eyes  to  the  justice  of 
the  matter,  of  course,  ultimately  we  will 
be  driven  to  the  imposition  of  such  taxes 
as  these.  But  let  me  say  to  my  colleagues 
in  the  Senate,  in  all  sincerity  and  with 
no  design  to  reflect  upon  anyone,  that 
when  the  people  of  this  country  find  out 
what  kind  of  a  tax  bill  the  Congress  has 
imposed  upon  them.  Members  of  Con¬ 
gress  are  going  to  hear  from  them,  and 
the  sooner  the  better,  so  far  as  the  main¬ 
tenance  of  the  Republic  is  concerned. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  of  the  Senator  from  Wisconsin 
[Mr.  La  Follette]  on  page  105,  to  strike 
out  line  11.  On  this  question  the  yeas 
and  nays  have  been  ordered.  The  clerk 
will  call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  DAVIS  (when  his  name  was 
called).  I  have  a  general  pair  with  the 
junior  Senator  from  Kentucky  [Mr. 
Chandler].  I  do  not  know  how  he  would 
vote.  I  transfer  my  pair  to  the  senior 
Senator  from  Ohio  [Mr.  Taft],  who  I  am 
advised  would  vote  as  I  shall  vote. 
Therefore  I  am  at  liberty  to  vote.  I  vote 
“yea.” 

Mr.  McNARY  (when  his  name  was 
called) .  I  have  a  pair  with  the  senior 
Senator  from  Tennessee  [Mr.  McKel- 
lar].  I  transfer  that  pair  to  the  junior 
Senator  from  South  Dakota  [Mr.  Gur¬ 
ney],  and  will  vote.  I  vote  “yea.” 

The  roll  call  was  concluded. 

Mr.  HOLMAN.  I  have  a  general  pair 
with  the  junior  Senator  from  Tennessee 
[Mr.  Stewart],  I  understand  that  if  he 
were  present  and  voting  he  would  vote 
“nay.”  If  I  were  at  liberty  to  vote  I 
should  vote  “yea.” 

Mr.  THOMAS  of  Utah  (after  having 
voted  in  the  negative).  I  have  a  pair 
with  the  senior  Senator  from  New  Hamp¬ 
shire  [Mr.  Bridges]  .  I  transfer  that  pair 
to  the  senior  Senator  from  Oklahoma 
[Mr.  Thomas]  and  allow  my  vote  to 
stand. 

Mr.  HILL.  I  announce  that  the  Sen¬ 
ator  from  Washington  [Mr.  Bone],  the 
Senator  from  Virginia  [Mr.  Glass],  the 
Senator  from  North  Carolina  [Mr.  Reyn¬ 
olds],  and  the  Senator  from  New  York 
[Mr.  Wagner]  are  absent  from  the  Sen¬ 
ate  because  of  illness. 

The  Senator  from  Kentucky  [Mr. 
Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

The  Senator  from  Mississippi  [Mr. 
Bilbo],  the  Senators  from  Missouri  [Mr. 
Clark  and  Mr.  Truman],  the  Senator 
from  Georgia  [Mr.  Russell],  and  the 
Senator  from  New  Jersey  [Mr.  Smathers] 
are  detained  on  business  in  various  Gov¬ 
ernment  departments. 

The  Senator  from  New  Mexico  [Mr. 
Chavez],  the  Senators  from  Tennessee 
[Mr.  McKellar  and  Mr.  Stewart],  the 


Senator  from  New  York  [Mr.  Mead],  the 
Senator  from  Utah  [Mr.  Murdock],  the 
Senator  from  Florida  [Mr.  Pepper],  the 
Senator  from  Oklahoma  [Mr.  Thomas], 
and  the  Senator  from  Montana  [Mr. 
Wheeler]  are  necessarily  absent. 

Mr.  AUSTIN.  I  announce  the  follow¬ 
ing  general  pairs: 

The  Senator  from  Minnesota  [Mr. 
Shipstead]  with  the  Senator  from  Vir¬ 
ginia  [Mr.  Glass]  ; 

The  Senator  from  Minnesota  [Mr. 
Ball]  with  the  Senator  from  Missouri 
[Mr.  Truman]  ; 

The  Senator  from  Indiana  [Mr.  Wil¬ 
lis]  with  the  Senator  from  New  Mexico 
[Mr.  Chavez]  ;  and 

The  Senator  from  Kansas  [Mr.  Reed] 
with  the  Senator  from  New  Jersey  [Mr. 
Smathers]. 

The  result  was  announced — yeas  32, 
nays,  35,  as  follows: 

yeas— 32 


Aiken 

Downey 

Nye 

Brewster 

Eastland 

O  Daniel 

Brooks 

Gillette 

O’Mahoney 

Bulow 

Kilgore 

Peace 

Bunker 

La  Follette 

Rosier 

Burton 

Langer 

Schwartz 

Butler 

Lodge 

Thomas,  Idaho 

Capper 

McCarran 

Tobey 

Clark,  Idaho 

McNary 

Wallgren 

Danaher 

Maloney 

Wiley 

Davis 

Murray 

NAYS— 35 

Adams 

George 

McFarland 

Andrews 

Gerry 

Overton 

Austin 

Green 

Radcliffe 

Bailey 

Guffey 

Smith 

Bankhead 

Hatch 

Spencer 

Barbour 

Hayden 

Thomas,  Utah 

Barkley 

Herring 

Tunnell 

Brown 

Hill 

Tydings 

Byrd 

Hughes 

Vandenberg 

Caraway 

Johnson,  Colo. 

Van  N  uys 

Connally 

Lee 

Walsh 

Ellender 

Lucas 

NOT  VOTING— 

-29 

Ball 

Johnson,  Calif. 

Smathers 

Bilbo 

McKellar 

Stewart 

Bone 

Mead 

Taft 

Bridges 

Murdock 

Thomas,  Okla. 

Chandler 

Norris 

Truman 

Chavez 

Pepper 

Wagner 

Clark,  Mo. 

Reed 

Wheeler 

Glass 

Reynolds 

White 

Gurney 

Russell 

Willis 

Holman 

Shipstead 

So  Mr.  La  Follette’s  amendment  was 
rejected. 

Mr.  BUTLER.  Mr.  President,  on  be¬ 
half  of  the  Senator  from  Alabama  [Mr. 
Bankhead],  the  Senator  from  Mississippi 
[Mr.  Eastland],  and  myself,  I  offer  the 
amendment  which  I  send  to  the  desk 
and  ask  to  have  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Nebraska  will  be  stated. 

The  Chief  Clerk.  At  the  proper  place 
in  the  bill  it  is  proposed  to  insert  the 
following: 

Title  VIII 

FATS,  OILS,  AND  GREASES 

Section  1.  Paragraph  1  of  the  Tariff  Act  of 
1930  is  amended  by  inserting  at  the  end 
thereof  the  following:  “Fatty  acids  and  salts 
derived  from  one  or  more  of  the  oils  named 
in  paragraph  53  or  54,  from  inedible  animal 
oils,  fats,  and  greases,  not  specially  provided 
for,  from  fish  and  marine  animal  oils,  not 
specially  provided  for;  all  the  foregoing,  6 
cents  per  pound.” 

Sec.  2.  Paragraph  52  of  such  act  is  amended 
to  read  as  follows: 

“Par.  52.  Oils,  animal  and  fish:  Sod,  5  cents 
per  gallon;  herring  and  menhaden,  3  cents 
per  gallon;  whale  and  seal,  6  cents  per  gal¬ 
lon;  sperm,  crude,  10  cents  per  gallon;  sperm, 
refined  or  otherwise  processed,  14  cents  per 
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gallon;  spermaceti  was,  6  cents  per  pound; 
shark  oil  and  shark-liver  oil,  including  oil 
produced  from  sharks  known  as  dogfish,  10 
percent  ad  valorem;  edible  animal  oils,  fats, 
and  greases,  3  cents  per  pound;  wool  grease 
containing  more  than  2  percent  of  free  fatty 
acids,  one-half  cent  per  pound;  containing 
2  percent  or  less  of  free  fatty  acids  and  not 
suitable  for  medicinal  use,  1  cent  per  pound; 
suitable  for  medicinal  use,  including  adeps 
lanas,  hydrous  or  anhydrous,  3  cents  per 
pound;  all  other  animal  and  fish  oils,  fats, 
and  greases  not  specially  provided  for,  3  cents 
per  pound.” 

Sec.  3.  Paragraph  53  (relating  to  duty  on 
seed  oils)  of  such  act  is  amended  by  striking 
out  “rapeseed,  6  cents  per  gallon”  and  in¬ 
serting  in  lieu  thereof  ‘‘rapeseed,  iy2  cents 
per  pound;  kapok  seed,  1  y2  cents  per  pound; 
perilia  seed,  1  y2  cents  per  pound;  sunflower 
seed,  iy2  cents  per  pound;  corn  oil,  6  cents 
per  pound.” 

Sec.  4.  Paragraph  54  of  such  act  is  amended 
to  read  as  follows: 

‘‘Pah  54.  Coconut  oil,  2  cents  per  pound; 
cottonseed  oil,  6  cents  per  pound;  babassu 
oil,  6  cents  per  pound;  peanut  oil,  6  cents  per 
pound;  palm  oil,  6  cents  per  pound;  palm- 
kernel  oil,  3  cents  per  pound;  inedible  sesame 
oil,  iy2  cents  per  pound;  all  other  sesame 
oil,  6  cents  per  pound;  soybean  oil,  6  cents 
per  pound.” 

Sec.  5.  Paragraph  57  (relating  to  mixtures 
of  oils)  of  such  act  is  amended  by  striking 
out  ‘‘25  percent  ad  valorem,  but  not  less  than 
the  rate  applicable  to  the  component  material 
subject  to  the  highest  rate  of  duty”  and  in¬ 
serting  in  lieu  thereof  “6  cents  per  pound.” 

Sec.  6.  Paragraph  762  of  such  act  (relating 
to  duty  on  oil-bearing  seeds  and  nuts)  is 
amended  by  striking  out  “sunflower  seed,  2 
cents  per  pound”  and  inserting  in  lieu  thereof 
“sunflower  seed,  1.725  cents  per  pound”;  by 
striking  out  “soybeans,  2  cents  per  pound” 
and  inserting  in  lieu  thereof  “soybeans,  1.098 
cents  per  pound”;  and  by  striking  out  “cot¬ 
tonseed,  one-third  of  1  cent  per  pound’-  and 
Inserting  in  lieu  thereof  “cottonseed,  1.155 
cents  per  pound;  babassu  nuts,  3.891  cents 
per  pound;  copra,  3.891  cents  per  pound; 
hempseed,  1.668  cents  per  pound;  kapok  seed, 
1.326  cents  per  pound;  palm  nuts,  2.865  cents 
per  pound;  palm-nut  kernels,  2.865  cents  per 
pound;  rapeseed,  2.295  cents  per  pound; 
perilia  seed,  2.409  cents  per  pound;  sesame 
seed,  2.865  cents  per  pound.” 

Sec.  7.  Paragraph  1732  of  such  act  (relating 
to  free  importation  of  inedible  oils)  is 
amended  by  striking  out  “palm-kernel,  rape- 
seed,  sunflower,  and  sesame.” 

Sec.  8.  Paragraph  1727  of  such  act  is 
amended  to  read  as  follows: 

“Par.  1727.  Tung  nuts;  rubber  seed;  seeds 
and  nuts,  not  specially  provided  for,  when 
the  oils  derived  therefrom  are  free  of  duty.” 

Sec.  9.  Paragraph  703  of  such  act  is  amended 
by  striking  out  “lard  compounds  and  lard 
substitutes,  5  cents  per  pound”  and  insert¬ 
ing  in  lieu  thereof  the  following:  “lard  com¬ 
pounds  and  lard  substitutes,  6  cents  per 
pound.” 

Sec.  10.  Paragraph  701  of  such  act  is 
amended  by  striking  out  “tallow,  one-half  of 
1  cent  per  pcund”  and  inserting  in  lieu 
thereof  “tallow,  3  cents  per  pound.” 

Sec.  11.  (a)  Paragraph  730  of  such  act  is 
amended  by  inserting  at  the  end  thereof  the 
following  new  sentence:  “Pish  scrap,  fish 
meal,  marine  animal  scrap,  marine  animal 
meal,  three-tenths  of  1  cent  per  pound.” 

(b)  Paragraph  1780  of  such  act  is  amended 
by  striking  out  “fish  meal.” 

Sec.  12.  Section  2491  (d)  of  the  Internal 
Revenue  Cede  (relating  to  import  tax  on  oil¬ 
bearing  seeds)  shall  not  apply  to  any  article 
imported  or  withdrawn  from  bond  for  con¬ 
sumption  or  use  after  the  date  of  the  enact¬ 
ment  of  this  act. 

Sec.  13.  (a)  Section  2470  (a)  (1)  of  the 
Internal  Revenue  Code  (relating  to  process¬ 
ing  tax  on  oils)  is  amended  by  inserting  at 
the  end  thereof  the  following  new  sentence: 
“The  rate  provided  in  this  paragraph  shall 
be  6  cents  per  pound  if  the  article  is  pro¬ 


duced  in  or  from  materials  the  growth  or 
production  of  the  Philippine  Islands  or  any 
other  possession  of  the  United  States.” 

(b)  The  amendment  made  by  subsection 
(a)  shall  apply  only  to  articles  brought  into 
the  United  States  from  such  possessions  after 
the  date  of  enactment  of  this  act. 

Title  IX 

JUTE  AND  JUTE  PRODUCTS 

Sec.  21.  Paragraph  1001  of  the  Tariff  Act 
of  1930  is  amended  by  inserting  “(a)”  before 
“Flax”  and  by  inserting  at  the  end  thereof 
the  following  new  subparagraph: 

“(b)  Jute,  jute  butts,  waste  bagging  of 
jute,  waste  sugar  sack  cloth  of  jute,  and  jute 
waste  not  specially  provided  for,  all  the  fore¬ 
going,  4  cents  per  pound.” 

Sec.  22.  Paragraph  1617  of  such  act  is 
amended  to  read  as  follows: 

“Par.  1617.  Waste  bagging,  not  of  jute,  and 
waste  sugar  sack  cloth,  not  of  jute.” 

Sec.  23.  Paragraph  1684  of  such  act  is 
amended  by  striking  out  “jute,  jute  butts.” 

Sec.  24.  Schedule  10  of  such  act  is  amended 
by  inserting  at  the  end  thereof  the  following 
new  paragraph; 

“Par.  1024.  All  the  articles  enumerated  or 
described  in  this  schedule  (except  in  para¬ 
graph  1001  (b) )  shall  be  subject  to  an  addi¬ 
tional  duty  of  5  cents  per  pound  on  the  jute 
contained  therein.” 

Title  X 
starches 

Sec.  31.  (a)  Paragraph  83  of  such  act  is 
amended  by  inserting  after  “Starch:”  the 
following:  “Sago,  crude,  and  sago  flour,  2 y2 
cents  per  pound;  tapicoa,  tapicoa  flour,  and 
cassava,  2 y2  cents  per  pound.” 

(b)  Paragraphs  1753  and  1781  (relating  to 
free  importation  cf  sago,  tapicra,  and  cassava) 
of  such  act  are  repealed. 

Sec.  32.  Paragraph  84  of  such  act  is  amend¬ 
ed  by  inserting  at  the  end  thereof  the  fol¬ 
lowing  new  sentence:  “Dextrines  made  from 
sago  or  tapioca,  3  y2  cents  per  pound.” 

Title  XI 

GENERAL  PROVISIONS 

Sec.  41.  The  amendments  made  by  this  act 
shall  be  effective  notwithstanding  the  terms 
of  any  foreign  trade  agreement  heretofore 
or  hereafter  entered  into  under  section  350 
of  the  Tariff  Act  of  1930. 

Sec.  42.  The  amendments  to  the  Tariff  Act 
of  1930  made  by  this  act  shall  apply  to  articles 
which,  after  the  day  following  the  date  of 
enactment  of  this  act,  are  imported  into  the 
United  States  or  withdrawn  from  bond  for 
consumption  or  use. 

Mr.  BUTLER.  Mr.  President,  by  rea¬ 
son  of  the  action  of  the  Finance  Com¬ 
mittee,  as  announced  by  the  chairman 
of  the  committee,  there  was  removed 
from  the  bill  this  afternoon  one  item 
which  it  is  estimated  would  produce  ap¬ 
proximately  $50,000,000  or  $60,000,000  of 
revenue.  The  amendment  which  I  have 
offered  would  restore  approximately  that 
amount  to  the  bill. 

The  amendment  submitted  by  me  for 
myself,  the  Senator  from  Alabama  [Mr. 
Bankhead],  and  the  Senator  from  Missis¬ 
sippi  [Mr.  Eastland]  is  an  attempt  to 
provide  or  increase  protection  of  certain 
branches  of  American  agriculture  against 
competitive  imports  from  tropical  coun¬ 
tries,  to  stimulate  production  of  depend¬ 
able  supplies  of  certain  foods  and  raw 
materials  within  our  own  boundaries,  and 
to  raise  revenue  to  meet  the  increased 
costs  of  our  defense  program.  By  the 
terms  of  this  amendment  duties  are 
levied  against  four  main  groups  of  com¬ 
modities,  namely,  oils  and  fats,  jute  and 
jute  products,  tropical  starches,  and  fish 
and  marine-animal  scrap  and  meal.  In 
addition,  the  amendment  attempts  to 
systematize  the  rather  complicated  and 


patchwork  set  of  protective  devices 
against  foreign  fats  and  oils  by  bringing 
existing  duties  and  excises  together  into 
a  somewhat  more  orderly  arrangement. 

The  fats-and-oils  section  of  this 
amendment  may  seem  complicated,  al¬ 
though  the  net  result  of  the  changes  pro¬ 
posed  is  to  bring  about  a  simplification. 
Legislation  embodying  these  provisions 
has  been  under  consideration  in  the 
House  since  April,  and  the  rates  have 
been  rather  carefully  worked  out  and 
checked  by  tariff  experts.  Briefly,  this 
title  would  bring  the  combined  duty,  plus 
excise,  plus  processing  tax,  on  most  com¬ 
petitive  fats  and  oils  to  a  uniform  level 
of  6  cents  a  pound.  Levies  on  imported 
oil  seeds  would  be  scaled  in  proportion. 
To  bring  about  this  uniform  arrange¬ 
ment  it  is  necessary  to  raise  some  duties 
and  lower  others,  although  the  general 
level  of  duties  is,  of  course,  raised. 

It  is  expected  that  the  duties  pre¬ 
scribed  in  this  amendment  would  result 
in  exclusion  of  substantial  quantities  of 
competitive  oils  and  oilseeds,  though  not 
necessarily  all  competitive  oil  imports 
would  be  kept  out.  If  a  foreign  oil  were 
distinctly  superior  for  any  purpose  to  any 
domestic  oil  which  could  be  produced,  it 
could  be  imported  over  the  6-cent  duty, 
which  is  hardly  enough  to  cover  the  dif¬ 
ference  between  the  cost  of  production 
and  the  standard  of  living  in  this  country 
and  those  in  the  tropical  foreign  coun¬ 
tries  in  which  such  oils  are  produced. 
Such  oils  as  might  come  in  would  thus 
help  to  defray  the  increased  costs  of  our 
defense  program. 

The  result  of  exclusion  of  these  oils 
would  be  to  improve  the  domestic  market 
and  domestic  prices  for  butter,  lard,  cot¬ 
tonseed,  soybean,  peanut,  and  other  oils. 
It  is  expected  that  better  prices  for  do¬ 
mestic  oils  would  stimulate  production  of 
some  of  them  on  idle  acres  in  the  United 
States,  thus  relieving  the  pressure  of  sur¬ 
pluses  of  such  crops  as  wheat  and  corn. 

The  duties  on  jute  are  expected  to  re¬ 
sult  in  displacement  jute  by  cotton  in 
many  uses  and  in  the  collection  of  con¬ 
siderable  revenue  for  the  National  Treas¬ 
ury  on  the  jute  and  jute  manufactures 
for  which  cotton  or  other  domestic  fibers 
are  not  suitable  substitutes  and  which 
therefore  continue  to  come  in. 

The  duties  on  tropical  starches  are  ex¬ 
pected  to  result  in  increased  utilization 
of  domestic  raw  materials,  such  as  corn 
and  sweetpotatoes,  Lor  starch,  instead 
of  the  tropical  products  at  present  im¬ 
ported.  Duties  on  fish  and  marine- 
animal  scrap  and  meal  would  also  be 
levied  by  this  amendment,  since  these 
products  are  competitive  with  our  do¬ 
mestic  tankage  and  other  domestic  feeds. 

Mr.  President,  I  am  sure  that  many 
Senators,  as  well  as  others  interested  in 
the  progress  of  the  defense  program  and 
in  the  national  economic  welfare,  must 
have  come  to  realize  during  the  last  few 
months  the  perilous  position  in  which 
we  have  placed  the  national  welfare  by 
continuing  to  depend  on  foreign  sources 
for  so  many  of  the  raw  materials  and 
foods  yital  to  our  national  welfare.  We 
have  discovered  in  the  past  few  months 
just  how  vulnerable  is  our  national  econ¬ 
omy  as  foreign  sources  of  supply  are  cut 
off  and  as  shortages  begin  to  appear  in 
one  commodity  after  another.  In  many 
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cases  ample  supplies  of  some  commodity 
may  be  piled  up  on  the  docks  at  some 
distant  foreign  port,  but  the  ships  simply 
are  not  available  to  carry  the  goods  here, 
and  there  is  no  probability  that  the  ships 
will  be  available,  either  soon  or  for  sev¬ 
eral  years  to  come,  if  the  wars  continue. 
In  determining  which  products  shall  be 
brought  here  in  the  few  ships  available, 
the  Maritime  Commission  must  naturally 
put  first  things  first,  and  shipping  which 
might  be  used  to  bring  starch,  for  exam¬ 
ple,  or  tropical  oilseeds  or  jute,  must  be 
diverted  to  the  carriage  of  those  com¬ 
modities  of  which  such  a  severe  shortage 
has  already  occurred  that  industry  is 
rationed,  and  of  which  it  appears  there 
may  not  be  enough  even  for  direct  de¬ 
fense  needs,  to  say  nothing  of  indirect 
defense  needs  and  civilian  consumption. 
Rubber,  tin,  copper,  and  many  other 
commodities  might  be  cited  as  products 
of  which  we  are  sorely  in  need  and  for 
which  we  simply  cannot  get  the  shipping 
to  supply  ourselves.  In  fact,  Members  of 
this  body  know  that  the  Commission  has 
been  severely  criticized — and  I  believe 
justly  so — for  permitting  ships  to  con¬ 
tinue  to  carry  even  restricted  quantities 
of  agricultural  raw  materials  which  we, 
ourselves,  could  produce;  but  as  time  goes 
on  and  as  the  shipping  shortage  grows 
more  and  more  acute,  while  our  needs  for 
foreign  metals  and  the  like  expand,  there 


will  be  no  possibility  of  bringing  in  even 
restricted  quantities  of  agricultural  raw 
materials  which  we  can  possibly  do  with¬ 
out  or  which  we,  ourselves,  can  produce. 

It  is  therefore  essential  that  we  begin 
to  prepare  for  the  future.  We  shall  have 
to  expand  production  of  domestic  oils 
and  fats,  fibers,  and  starches.  We  have 
no  alternative.  But  the  production  of 
agricultural  commodities  cannot  be  ex¬ 
panded  overnight.  Before  lard  produc¬ 
tion  can  be  increased  pigs  must  be  raised. 
It  takes  time  to  introduce  crops  like  pea¬ 
nuts  and  soybeans  into  new  areas.  In 
some  cases  new  processing  plants  may 
have  to  be  built,  or  old  ones  reorgan¬ 
ized  or  provided  with  new  machinery. 

For  the  same  reason  it  is  impossible 
to  cut  down  productive  capacity  sud¬ 
denly,  particularly  in  the  case  of  agri¬ 
cultural  commodities.  Once  the  farmer 
has  increased  his  swine  numbers,  or  has 
expanded  his  acreage  of  some  oil  or 
starch  crop  it  is  equally  difficult  for  him 
suddenly  to  restrict  again  if  the  threat 
of  competitive  imports  returns  at  the 
conclusion  of  the  war.  The  necessity 
for  protection  against  these  imports  is 
perhaps  temporarily  less,  but  we  cannot 
expect  the  farmer  to  grow  the  larger 
crops  to  meet  our  needs  unless  we  give 
him  some  kind  of  assurance  that  after 
the  war  is  over  the  greater  quantities  will 
still  find  a  market.  That  is  what  this 


amendment  proposes  to  do.  Many  Sen¬ 
ators  remember  what  happened  after 
the  last  war,  when  farmers  who  had 
plowed  up  new  acreage  to  meet  war  de¬ 
mands  were  suddenly  confronted  with 
the  fact  that  their  war  markets  had  dis¬ 
appeared  and  that  they  had  no  place  to 
dispose  of  their  surpluses.  Prices 
dropped  disastrously,  bringing  a  flood  of 
bankruptcies  in  their  train;  and  the  ag¬ 
ricultural  problem,  as  we  have  lived  with 
it  ever  since,  was  first  created  on  a  large 
scale.  We  do  not  want  that  to  happen 
again. 

This  amendment  is  not  a  sectional 
bill.  It  is  not  designed  to  help  only  the 
farmer  in  Nebraska  or  in  the  Middle 
West.  It  is  intended  to  improve  the 
prices  and  markets  of  crops  in  every 
section  of  the  country,  and  to  help 
farmers,  who  have  had  to  curtail  pro¬ 
duction,  to  find  alternative  crops  in  every 
part  of  the  Nation. 

I  shall  not  burden  this  debate  with  a 
great  many  figures.  I  have  prepared 
statistical  tables  covering,  I  believe, 
every  important  phase  of  this  question, 
which  I  ask  to  have  inserted  in  the  Rec¬ 
ord  at  this  point. 

The  PRESIDING  OFFICER  (Mr.  Mc¬ 
Farland  in  the  chair) .  Without  objec¬ 
tion,  it  is  so  ordered. 

The  tables  referred  to  are  as  follows: 


Fat,  oils,  and  oil-bearing  materials:  United  States  tariff  rates  and  excise  taxes  adjusted  in  accordance  with  this  amendment 

[In  cents  per  pound  unless  otherwise  indicated] _ _ _ 


Material 

Tariff 

para¬ 

graph 

Kate  of  duty 

Excise  tax 

Total,  duty  and  tax  under 
amendment 

53 

1732 

1732 

53 

53 

1732 

53 

1732 

53 

54 

54 

54 

1, 732 
54 

1,732 

1,732 

54 

1, 732 
54 
1,732 
54 

57 

1 

1,558 

762 

762 

762 

1727 

1727 

1727 

1727 

1727 

1727 

1727 

1727 

1727 

703 

4H . 

6. 

Free. 

6. 

6. 

C. 

4)i 

6. 

6. 

6. 

6. 

7. 

6. 

6. 

6. 

Free. 

Hempseed  oil . - . --- . ---------- 

Papeseed  oil,  inedible:  For  use  in  rubber  substitutes 
and  lubricating  oil - - 

IT . . 

Other,  inedible - - 

6  cents  per  gallon _ 

41^ .  _  _ _ 

20  percent  ad  valorem - - - . 

Sunflower  oil . 

pn 

20  percent  ad  valorem - 

Coconut  oil:  , 

Product  of  Philippines;  or  other  United  States 
possession. 

Cottonseed  oil . . 

20  percent  ad  valorem . 

Palm  oil: 

T  A  . 

For  tinplate  or  terne  plate . 

Palm-kernel  oil . 

Do  . 

Free,  T.  A . 

9. 

6. 

6. 

6. 

6. 

6,  but  not  less  than  45  percent 
ad  valorem. 

6  but  not  less  than  45  percent 
ad  valorem. 

6. 

6. 

1,725. 

1,098. 

1,155. 

ly^but  not  less  than  45  percent . 

ad  valorem.  ,  . ,  . 

25  percent  but  not  less  than  rate  applicable  to 
the  component  material  subject  to  the  highest 
rate  of  duty. 

Various  * . 

Fatty  acids . 

Sunflower  seed _ 

Babassu  nuts - - - 

Hempseed . — . 

Free,  T.  A . 

3,891. 

3,891. 

1,668. 

1,326. 

(>). 

2,865. 

2,295. 

2,409. 

2,865. 

Various.5 

Kapok  seed _ 

Palm  nuts. . . . 

Palm  nut  kernels . - . - . - . 

Pcrilla  seed . . . - . 

Sesame  seed . — . - . — 

Lard  compounds.. . . . . 

Various  J . . . 

“?|"l)S3SiSSa'S*«  imposed  o»  tbe ./ p.im ,»d  p.lm-tonel .11,;  ..d 
(c)  On  calculations  for  rates  on  oil-bearing  materials  on  the  bases  of  their 

a.  Oil  content; 

b.  The  proposed  tax  on  the  corresponding  oil; 

c.  Oil-cake  content; 

d.  The  present  tax  (0.3  cent  per  pound)  on  oil  cake;  and 

e.  The  elimination  of  all  excise  taxes  on  the  oil  bearing  materials  listed  In  the  table. 

•  RatesTofcalS  experience  In  the  United  States  inasmuch  as  no  palm  nuts  have  been  Imported  for  this  purpose. 

“T.  A.”  indicates  that  the  tariff  or  excise  treatment  shown  is  provided  for  in  trade  agreements. 
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Fats,  oils,  and  oil-bearing  materials:  United  States  tariff  rates  and  excise  taxes  adjusted  in  accordance  with  this  amendment 


Fats  or  oils,  or  combinations  or  manufactures  thereof,  and  oil-bearing  materials 

Duty  1 

Total  tax  on  im¬ 
ports  into  the 
United  States 
(per  pound) 

Animal  fats  and  oils: 

Yi  cent  per  pound _ 

Do. 

Do. 

14  cents  per  pound _ 

5  cents  per  pound  __ 

1  cent  per  pound _ 

Wool  grease: 

1$  cent  per  pound,  T.  A _ 

Do 

1  cent  per  pound,  T.  A _ 

Do. 

2  cents  per  pound,  T.  A _ 

Do. 

3  cents  per  pound _ 

Do. 

Marine  animal  and  fish  oils: 

3  cents  per  gallon,  T.  A.. _ _ 

Do. 

3  cents  per  gallon . . . . 

C  cents. 

Do. 

Shark  oil  and  shark-liver  oil,  including  oil  produced  from  sharks  known  as  dogfish,  n.  s.  p.  f. . 

10  percent-  ad  valorem,  T.  A _ _ 

3  cents. 

3  cents  per  pound . . . 

_ do . . . . 

Do. 

Cod-liver  and  cod-oil . . . - _ - _ 

Free.. . . . . 

None. 

Sperm  oil: 

Crude _ _ _ _ _ _ _ _ _ _ _ 

cents  per  gallon,  T.  A.. . 

2)i  rercent. 

Kefincd _ - _ _ _ _ 

7  cents  per  gallon,  T.  A . . 

1  cent. 

■Source:  Oil,  Paint,  and  Drug  Eeporter. 

“T.  A.”  indicates  that  the  tariff  or  excise  treatment  shown  is  provided  for  in  trade  agreements. 


Imports  of  specified  fats,  oils,  and  oil-bearing  materials  (in  terms  of  crude  oil),  United 

States,  1937-40 

[In  thousands  of  pounds] 


Item 

1937 

1938 

1939 

1940  ■ 

Animal  fats  and  oils: 

Butter _ _ _ 

11,111 

4,  G94 

1, 624 
1,786 

2 

1, 107 

4, 178 

1 

1,385 

2,877 

Lard . . . . 

247 

(2) 

2 

Stearine,  animal,  edible . 

3,  745 

400 

(2) 

(2) 

Tallow,  edible. _ _ _ _ 

10,  652 
3,  851 

75 

(2) 

Tallow,  inedible . 

1,229 
62, 175 
528 

1,496 

3 1,  464 

Fish-liver  oil _ 

Fish  oil _ _  _ 

66,  641 

1,  243 

66,  242 
960 

19,  461 
718 

Marine  mammal  oil . . . . . 

54,  864 

22,  072 

20,  289 

22,  258 

Total,  animal.  _ _  _  __  _ 

157,  050 

89,  891 

94,  273 

48, 163 

Vegetable  oils: 

Babassu  oil . . 

330 

(2) 

1,  585 

650 

891 

Cashew-shell  oil . 

1,742 
337,  376 
32,  926 

1,947 
336, 796 

4,  772 

Coconut  oil . 

363,  941 

370,  683 

Corn  oil _ _ 

99  949 

13,  965 

426 

Cottonseed  oil  * _ _ 

207,  049 
402 

83,  331 
123 

31,617 

12,  936 

Linseed  oil _ 

49 

11 

Oiticica  oil.  _ 

3, 631 

5,  301 

18,  867 

15,  537 

Olive  oil,  edible _ _ _ _ 

43,  343 
22,  101 
4,  870 
139,  356 
411,  112 

71,086 
22,  356 
5,  444 

62,  866 
28, 180 

50, 080 

Olive-oil  foots..  _ 

24,480 

Olive  oil,  inedible _ 

11,  304 

5, 136 

Palm-kernel  oil _ 

2,  569 
271,  325 

2,  236 

Palm  oil _ 

288,  003 

225,  037 

Peanut  oil _ 

6  53.  255 

3 15,  553 
31,821 

5,  960 
7,040 
‘  2,  856 
77 

3,  779 

3,119 

Perilla  oil _ 

43,  591 

5,  854 
39,  020 

51,  284 

11,347 

Rape  oil _ 

9,  321 

12,  919 

Sesame  oil _ 

3,  520 

63 

Soybean  oil . 

22,  259 

4,  126 

4,  849 

Sunflower  oil _ _ 

479 

194 

(2) 

Teasced  oil . . . . .  . 

27,  492 
174,  885 
8,  098 
800 

11,855 

5,384 
78,  718 

2,  564 

4,  315 

Tung  oil . 

107,  456 
274 

97,  049 

Vegetable  tallow _ 

283 

Other  6 _ _ _ 

3 

1 

50 

Total,  vegetable . 

1,  584,  971 

1,032, 198 

955,  971 

843,  983 

Total,  all  fats  and  oils 

1,  742,  021 

1,122,089 

1,  050,  244 

892,  146 

Raw  materials  (oil-equivalent): 

Babassu  nuts  and  kernels  (63  percent) . 

34,  519 
61,  C60 
338,  782 

32,  021 
47,910 

71,  717 

61,912 

Castor  beans  (42  percent) _ 1 _ 

68,  297 
270,  934 

99,  871 

Copra  (63  percent) . . . 

323,  201 
283,  919 
10,  953 

1 

387,  6S2 

Flaxseed  (33  percent) . . 

518,  027 
39,  731 
74 

296,  200 
3,713 

218,  534 

Palm  nuts  and  kernels  (45  percent'! 

13, 171 

Perilla  seed  (37  percent)...! _ _ _ 

2,406 

(2) 

Sesame  seed  (45  percent) _ 

4,  979 

3,067 

4,  525 

6,  569 

Total,  raw  materials _ 

997,  772 

701, 072 

717,  792 

787,  739 

Grand  total . . . 

2,  739, 793 

1, 823, 161 

1, 76S,  036 

1, 679, 885 

1  Preliminary. 

2  Less  than  500  pounds. 

3  Includes  96,000  pounds  of  oils,  fats,  and  greases,  n.  e.  s. 

4  Crude  plus  refined  converted  to  crude  basis,  dividing  by  0.93. 
s  Excludes  free  for  export. 

Includes  castor  oil,  hempseed  oil,  and  kapok  oil. 

Compiled  from  Foreign  Commerce  and  Navigation  of  the  United  States  and  Monthly  Summary  of  Foreign  Com¬ 
merce  of  the  United  States. 


Mr.  BUTLER.  I  can  summarize  this 
whole  proposition  by  saying  that  my 
amendment,  if  adopted,  will  improve 


markets  and  prices  of  all  the  domestic 
oils  and  fats,  of  cotton  and  other  fibers, 
of  sweetpotatoes  and  corn,  and  of  high- 


protein  feeds;  that  it  will  encourage  pro¬ 
duction  of  alternative  crops  to  take  the 
place  of  those  which  relied  on  foreign 
markets  that  have  now  been  lost,  and 
that  it  will  give  this  Nation  a  dependable 
supply  of  raw  materials  and  foods  which 
are  now  scarce  because  of  our  past  re¬ 
liance  on  undependable  foreign  suppliers. 

Mr.  President,  in  closing  my  remarks, 
I  wish  to  say  that,  as  a  permanent  pol¬ 
icy,  cur  Nation  must  sooner  cr  later — 
and  the  sooner  the  better — adopt  a  policy 
of  production  rather  than  one  of  re¬ 
striction,  and  we  must  protect  the  Amer¬ 
ican  market  for  the  American  producer. 
At  the  conclusion  of  any  remarks  which 
other  Senators  may  care  to  make,  I  in¬ 
tend  to  ask  for  the  yeas  and  nays  on  the 
amendment. 

Mr.  BANKHEAD.  Mr.  President,  I 
wish  to  address  myself  briefly  to  the 
amendment  which  has  just  been  present¬ 
ed  by  the  junior  Senator  from  Nebraska 
[Mr.  Butler].  I  was  invited  by  him  and 
the  junior  Senator  from  Mississippi  [Mr. 
Eastland]  to  participate  with  them  in 
offering  this  amendment.  The  amend¬ 
ment  is  similar  to  a  bill  that  was  pre¬ 
pared  by  Representative  Fulmer,  chair¬ 
man  of  the  House  Committee  on  Agricul¬ 
ture,  and  now  pending  in  that  body. 

I  regard  this  as  one  of  the  most  im¬ 
portant  measures  in  the  interest  of  Amer¬ 
ican  agriculture  that  have  been  presented 
at  the  present  session  of  the  Congress.  I 
have  no  illusion,  Mr.  President,  about  the 
final  action  on  this  amendment;  I  rec¬ 
ognize  the  difficulties,  looking  at  it  from 
the  standpoint  of  usual  legislative  proce¬ 
dure,  regardless  of  the  merits  of  the 
amendment;  but,  in  my  judgment,  if 
this  amendment  could  become  a  part  of 
the  law,  it  would  afford  additional  mar¬ 
kets  at  a  better  price  to  American  farm¬ 
ers  than  any  other  form  of  tariff  protec¬ 
tion  which  could  be  extended  to  them. 

I  am  sure  that  all  of  us  realize  the  tre¬ 
mendous  quantity  of  edible  fats  and  oils 
used  by  American  consumers.  At  the 
same  time,  our  fats  and  oils  must  meet 
the  competition  of  foreign  cheap  labor 
as  a  result  of  the  importation  of  oils  and 
fats  to  the  staggering  amount  of  more 
than  1,000,000  pounds  a  year.  I  got 
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the  figures  this  morning  from  the  De¬ 
partment.  Three  items  alone  amount  to 
more  than  a  billion  pounds  of  imported 
oils  and  fats  in  competition  with  the 
American  farmers  in  their  production  of 
food  necessities. 

Mr.  LUCAS.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr.  BANKHEAD.  I  yield. 

Mr.  LUCAS.  What  portion,  if  I  may 
inquire,  of  the  fats  and  oils  comes  from 
South  American  countries? 

Mr.  BANKHEAD.  I  think  the  Senator 
from  Nebraska  has  the  figures  on  that 
subject.  I  do  not  have  them  before  me. 
Can  the  Senator  from  Nebraska  furnish 
that  information? 

Mr.  BUTLER.  Will  the  Senator  from 
Illinois  kindly  repeat  the  question? 

Mr.  LUCAS.  I  asked  the  Senator  from 
Alabama  what  portion  of  the  fats  and 
oils  covered  by  the  amendment  comes 
from  the  countries  of  South  America? 

Mr.  BUTLER.  I  have  a  short  state¬ 
ment  relative  to  the  effect  of  the  amend¬ 
ment  on  inter-American  trade  which  I 
should  like  to  put  in  the  Record,  if  the 
Senator  from  Alabama  will  permit  me. 

Mr.  BANKHEAD.  It  is  agreeable  to 
me,  of  course. 

Mr.  BUTLER.  A  particular  effort  has 
been  made  in  drawing  up  this  amend¬ 
ment  to  avoid  placing  bars  on  inter- 
American  trade  beyond  what  were  abso¬ 
lutely  necessary  to  provide  protection  for 
the  American  producer.  I  believe  that 
Senators  know  I  am  in  sympathy  with  all 
efforts  toward  protecting  American 
farmers  against  competitive  imports 
from  Latin  America  of  such  products  as 
meats,  sugar,  hides,  wool,  and  grains.  In 
this  particular  amendment,  however,  I 
have  made  a  special  effort  to  soothe  those 
who  might  oppose  it  on  grounds  of  hemi¬ 
spheric  solidarity  or  the  good-neighbor 
policy.  Thus,  I  have  deliberately  re¬ 
frained  from  including  provisions  giving 
protection  to  some  products  which  ought 
to  be  protected,  and  I  hope  some  day  will 
be  protected.  For  example,  flaxseed  and 
linseed  oil  do  not  receive  any  additional 
protection  by  this  amendment.  There  is 
no  duty  provided  for  on  the  new  drying 
oils  from  Brazil,  such  as  oiticica  and 
castor.  Latin  American  countries  are 
not  important  suppliers  of  any  of  the  oils 
mentioned,  with  a  few  minor  exceptions, 
nor  of  jute,  nor  of  tropical  starches,  nor 
of  fish  meal. 

The  principal  foreign  suppliers  for 
these  products  are: 

Oils:  The  Philippine  Islands  and  the 
Dutch  East  Indies. 

Jute:  British  India. 

Starches:  Dutch  East  Indies. 

Fish  meal:  Japan. 

The  amendment  as  presented  is  an 
exact  copy  of  one  which  was  presented 
in  the  House.  It  has  been  carefully 
studied  and,  as  I  have  said,  purposely 
avoided  covering  articles  which  come 
fiom  South  American  countries,  because 
we  did  not  want  to  do  anything  that 
would  upset  the  policy  of  hemispheric 
solidarity. 

Mr.  BANKHEAD.  Mr.  President,  I  am 
glad,  indeed,  the  Senator  has  made  that 
contribution,  because  I  am  sure  that  all 
of  us  are  interested  in  our  relations,  par¬ 
ticularly  at  this  time,  with  the  South 
American  countries.  There  are  some¬ 
times,  of  course,  prices  which  must  be 


paid  which  we  cannot  afford  to  pay  if 
such  prices  are  necessary  to  continue 
friendly  relations. 

Mr.  ADAMS.  Mr.  President,  will  the 
Senator  yield  to  an  inquiry? 

Mr.  BANKHEAD.  I  do. 

Mr.  ADAMS.  My  inquiry  is  as  to  the 
rates.  I  notice  a  provision  with  reference 
to  the  tariff  rate  on  jute.  Is  that  an 
increase  on  the  present  rate? 

Mr.  BANKHEAD.  There  is  now,  as  I 
understand,  no  tariff  rate  on  jute.  The 
junior  Senator  from  Georgia  and  the 
senior  Senator  from  Alabama  have  on 
several  occasions  during  the  last  2  or  3 
years  endeavored  to  get  a  tariff  rate  fixed 
on  jute,  but  we  have  been  unsuccessful. 

Mr.  ADAMS.  The  rates  contained  in 
the  amendment  are  increases? 

Mr.  BANKHEAD.  They  are  all  in¬ 
creases  and  intended  for  the  purpose  of 
protecting  the  American  farmers  in  the 
matter  of  the  commodities  set  out  in  the 
amendment. 

Take  copra.  From  August  1,  1940,  to 
August  1,  1941,  we  imported  555,991,000 
pounds  of  copra. 

Of  coconut  oil,  during  the  same  period, 
we  imported  371,916,000  pounds. 

Of  palm  oil  we  imported  253,151,000 
pounds.  Those  three  items  together — 
and  there  are  many  other  oils  not  in¬ 
cluded  in  this  list— amount  to  1,191,- 
058,000  pounds. 

Mr.  President,  if  the  lard  producers  of 
this  country,  the  peanut-oil  producers, 
the  soybean  producers,  the  cottonseed- 
oil  producers,  had  the  advantage  of  a 
market  in  this  country  for  that  addi¬ 
tional  amount  of  farm  production,  of 
course  at  a  better  price  than  they  are 
now  enabled  to  get  for  their  production 
because  of  these  excessive  imports  of  the 
products  of  cheap  labor;  if,  I  say,  we 
could  establish  American  farmers  upon 
the  basis  of  the  elimination  of  that  com¬ 
petition,  I  know  of  no  legislation  that 
would  be  more  beneficial  to  American 
agriculture  and  more  profitable  to  Ameri¬ 
can  farmers.  It  is  a  great  field  that  could 
be  supplied  at  a  reasonable  profit  by  our 
farmers  in  all  sections  of  America  if  they 
could  only  be  relieved  of  the  burden  of 
these  tremendous  imports  of  the  products 
of  cheap  labor  in  other  countries. 

There  are  other  items  in  this  amend¬ 
ment,  such  as  a  tariff  on  sago  and 
tapioca,  which  come  here  from  the 
Netherlands.  If  a  tariff  could  be  placed 
upon  the  imports  of  these  communities, 
we  are  assured  that  a  great  sweetpotato 
starch  industry  would  be  developed  in 
this  country. 

Mr.  GILLETTE.  Mr.  President,  will 
the  Senator  yield  for  an  inquiry? 

Mr.  BANKHEAD.  Yes. 

Mr.  GILLETTE.  I  have  just  been 
glancing  through  the  amendment.  It 
deals  entirely,  does  it  not,  with  customs 
duties,  amending  the  Tariff  Act  in  regard 
to  customs  duties  rather  than  excise 
taxes?  There  is  no  attempt  to  change 
any  excise  taxes? 

Mr.  BANKHEAD.  No;  the  amend¬ 
ment  is  merely  intended  to  put  an  import 
tax  on  these  various  products. 

Mr.  GILLETTE.  It  changes  the  pres¬ 
ent  Tariff  Act  by  changes  in  the  customs 
duties? 

Mr.  BANKHEAD.  That  is  correct.  It 
increases  the  rates,  primarily,  and  adds 


some  rates  where  there  are  now  none  at 
all. 

Take  the  subject  of  jute,  which  we 
have  discussed  here  many  times,  which 
is  produced  in  India  by  the  cheapest 
labor  in  all  the  world  in  competition  with 
American  cotton.  As  the  result  of  the 
generosity  of  Members  of  Congress  from 
all  sections  of  the  country,  our  farmers 
have  been  obliged  to  call  upon  the  Gov¬ 
ernment  to  finance  their  surplus  produc¬ 
tion  of  cotton,  which  has  been  costly  to 
our  Government  and  troublesome  to  our 
cotton  farmers.  Great  quantities  have 
accumulated;  and,  notwithstanding  that, 
we  are  forced  to  compete  with  the  cheap- 
labor  producers  of  jute  in  India,  whereas 
if  it  were  excluded,  or  a  satisfactory  tar¬ 
iff  were  placed  upon  it,  it  would  permit 
an  additional  consumption  of  cotton 
equivalent  to  at  least  2,000,000  bales  a 
year,  and  in  a  very  short  time  we  would 
entirely  eliminate  the  surplus  pile  of  cot¬ 
ton  now  accumulated  at  the  expense  of 
the  taxpayers  of  the  country.  But  still, 
although  most  agricultural  commodities 
are  protected  by  a  tariff — wheat,  corn, 
barley,  oats,  butter,  eggs  beef,  chickens, 
and  nearly  everything  else — we  have 
been  unable  to  get  any  sort  of  protection 
for  cotton  against  cheap  jute;  so  jute  is 
included  in  this  amendment. 

I  shall  not  take  more  time  in  the  dis¬ 
cussion  of  this  subject;  but,  as  I  said,  it 
is  one  that  is  close  to  my  heart,  one  that 
appeals  to  my  judgment,  and  it  ought 
to  become  the  fixed  policy  of  this  coun¬ 
try.  We  ought  to  protect  our  American 
farmers  in  the  sale  and  consumption  of 
American-produced  agricultural  com¬ 
modities. 

That  is  all  I  have  to  say.  I  should  like 
very  much  to  see  this  amendment  go  to 
conference  and  receive  further  consid¬ 
eration  and  discussion. 

I  ask  unanimous  consent  to  have 
printed  in  the  Record  at  the  end  of  my 
remarks  a  detailed  statement  of  imports 
of  oils  and  oilseeds  during  the  past  4 
years,  separately. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  statement  is  as  follows: 


Imports 


Oils  and  oilseeds: 

Oilseeds _ 

Flaxseed . . 

Rapeseed _ 

Sesame  seed . . 

Oils. . . 

Coconut  oil.. . . 

Olive  oil,  edible _ 

Olive  oil,  inedible... 

Palm  oil.. . . 

Peanut  oil . . . 

Perilla  oil . . 

Rapeseed  (colza)  oil. 

Soybean  oil . . 

Tung  oil. . . 


1937-38 


1938-39 


,1,0001b... 
.1,000  bu_. 
.1,000  lb. _ 


£66, 651 
17, 861 
7,  368 
4,072 


467,  470 
18,  744 
9,860 
9,424 


12,  302 
344, 738 
58,665 
17.  015 
373,  222 
21,303 
41,  025 
939 
12, 137 
129,  351 


14,  275 
379,  643 

65,  664 

38,  447 
272,  248 

15,  978 

39,  312 
991 

2,  526 
96, 460 


Imports  of  principal  agricultural  products 
into  the  United  States 


1938-39 

1939-40 

1940-41 

Copra.  . . . . 

1,000  lbs. 
467, 470 

1,000  lbs. 
559,  683 

1,000  lbs. 
555, 991 

Flaxseed  (bushels) _ 

18,  744 

13,212 

11, 198 

Rapeseed . . 

9,860 

6,742 

4,  359 

Sesame  seed . 

9,424 

15,  485 

9,220 

371,916 

Coconut  oil . 

379,  643 

319,  544 

Palm  oil . . 

272,  248 

246, 178 

253, 151 

Source:  Table  660  (Agricultural  Statistics.  1940). 
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Mr.  WILEY.  Mr.  President,  I  shall 
vete  in  favor  of  the  particular  amend¬ 
ment  which  is  now  under  discussion. 

Months  ago,  speaking  in  the  Senate,  I 
suggested  that  the  Congress  could  best 
serve  the  Nation  by  passing  a  realistic 
tax  measure  which  would  at  least  take 
care  of  a  part  of  the  overhead  of  govern¬ 
ment.  I  also  suggested  in  those  remarks 
that  Congress  should  insist  that  our  pub¬ 
lic  managers  in  Washington  cut  down  on 
nondefense  items.  Those  remarks  were 
made  in  the  opening  days  of  the  present 
session.  The  third  suggestion  I  made  at 
that  time  was  that  Congress  insist  that 
the  President  require  collateral  security 
for  the  property  and  credits  which  he  ex¬ 
tends  to  other  nations.  The  fourth  sug¬ 
gestion  I  made  was  that  the  Senate 
should  become  realistic  and  insist  that  the 
Government  get  value  received  for  the 
money  being  spent  on  the  defense  pro¬ 
gram. 

Several  weeks  ago  there  appeared  in 
the  newspapers  of  the  Nation  a  state¬ 
ment  indicating  that  the  President  had 
received  from  the  British  some  $500,- 
000,000  in  American  securities,  deposited 
as  security  or  collateral  for  advances. 
The  Congress  and  the  people  of  the 
country  are  entitled  to  know  what  the 
true  situation  is  in  relation  to  the  money 
spent  under  the  Lease  Lend  Act.  I  hope 
that  information  will  soon  be  definitely 
before  Congress.  I  also  hope  the  sug¬ 
gestions  made  by  the  Senator  from  Vir¬ 
ginia  [Mr.  Byrd],  by  Mr.  Baruch,  and 
others  will  soon  bear  fruit,  to  the  end 
that  government  will  cut  down  on  non¬ 
defense  items,  and  that  waste  by  gov¬ 
ernment  will  be  cut  out  of  the  picture. 

Mr.  President,  there  are  some  things 
about  the  pending  tax  bill  which,  of 
course,  I  do  not  entirely  approve;  but  I 
believe  it  attempts  to  meet  one  of  the 
tests  which  I  suggested  months  ago; 
namely,  that  we  adopt  a  realistic  tax 
program.  Therefore,  in  spite  of  what 
have  been  called  the  inequities  of  the  bill, 
in  spite  of  its  violating  some  of  the  prin¬ 
ciples  of  taxation  which  were  adhered  to 
at  the  time  of  the  formation  of  our  Gov¬ 
ernment — in  spite  of  all  these  and  other 
factors,  recognizing  that  it  is  impera¬ 
tively  necessary  that  funds  be  obtained,  I 
personally  shall  support  the  bill. 

Mr.  President,  I  supported  the  com¬ 
mittee  amendment  reducing  the  exemp¬ 
tions  on  single  persons  from  $800  to  $750, 
and  on  married  persons  from  $2, COO  to 
$1,500  for  the  following  reasons: 

First.  It  will  increase  the  number  of 
income-taxpayers  by  2,256,000,  making 
13,131,000  of  our  citizens  subject  to  tax¬ 
ation.  In  England,  single  persons  are  en¬ 
titled  to  an  exemption  of  $325,  and  mar¬ 
ried  persons  to  an  exemption  of  $580. 
Canada  allows  an  exemption  of  $750  for 
single  persons  and  of  $1,500  for  married 
persons,  and  each  married  person  has  an 
additional  $400  exemption  for  each  child 
or  dependent. 

Second.  This  reduction  will  produce 
additional  revenue  to  the  Government  of 
$304,000,000,  but  out  of  that  amount  only 
$49,000,000  will  come  from  the  new  tax¬ 
payers,  and  out  of  the  $49,000,000  only 
$10,000,000  will  come  from  those  who  for 
the  first  time  will  file  returns.  This 
indicates  that  there  is  nothing  inequit¬ 


able  about  this  provision  so  far  as  it  re¬ 
lates  to  the  new  taxpayers. 

Third.  The  new  taxpayers,  2,256,000  in 
number,  will  pay  on  the  average  a  little 
over  $3  apiece.  For  the  first  time  it  will 
be  brought  home  to  them  that  they  are 
paying  a  direct  tax  to  their  Government 
for  the  support  and  defense  of  their 
Government. 

Fourth.  This  lower-income  group  is  not 
squawking.  The  single  man  who  makes 
$1  500  a  year  net  is  not  squawking  if  he 
has  to  pay  $63  of  it  to  the  Government 
in  this  period  as  a  defense  income  tax, 
especially  when  his  own  brothers  are  out 
in  the  camp  getting  $21  a  month,  and  the 
married  man  with  no  children  who 
makes  $2,000  a  year  is  not  squawking 
when  he  has  to  pay  $39  tax  to  his  Gov¬ 
ernment.  He  knows  that  in  the  pay¬ 
ment  of  that  tax  he  is  not  only  con¬ 
tributing  toward  the  maintenance  of  his 
job  and  his  property,  but  he  is  building  a 
defense  for  those  great  American  free¬ 
doms  which  everyone  in  America  pos¬ 
sesses  equally. 

Fifth.  I  am  supporting  the  committee 
amendment  because  to  return  to  the  old 
exemptions  would  relieve  me  of  an  addi¬ 
tional  tax  of  $126,  and  would  prevent  the 
Government  from  collecting  $304,009,000 
which  it  sorely  needs. 

In  relation  to  inheritance  taxes,  I 
voted  in  favor  of  reducing  the  estate  ex¬ 
emptions  from  $40,000  to  $25,000  and  the 
insurance  exemptions  from  $40,000  to 
$25,000  because  I  felt  that  the  Govern¬ 
ment’s  great  need  for  funds  justified  this 
reduction  as  an  emergency  measure. 

Mr.  President,  I  desire  to  compliment 
the  Senator  from  Georgia  [Mr.  George], 
the  new  chairman  of  the  Senate  Finance 
Committee,  on  his  effective  and  brilliant 
presentation  of  this  measure  The  Na¬ 
tion  is  fortunate  in  having  the  services 
of  this  great  public  servant. 

On  April  24,  1941,  the  Treasury  De¬ 
partment  presented  its  revenue  plans  be¬ 
fore  the  Ways  and  Means  Committee  of 
the  House.  Hearings  were  held  on  the 
measure,  and  were  concluded  on  May  28. 
The  measure  -was  reported  to  the  House 
by  the  committee  on  July  24,  1841,  ex¬ 
actly  3  months  after  the  Treasury  De¬ 
partment  first  presented  its  plans  to  the 
committee. 

At  the  time  the  Treasury  Department 
made  its  initial  recommendations  Treas¬ 
ury  Department  officials  estimated  that 
it  would  need  three  and  one-half  billion 
dollars  to  finance  two-thirds  of  the  Gov¬ 
ernment’s  defense  operating  costs  for  the 
fiscal  year  of  1942. 

In  the  3-month  interval  that  the  com¬ 
mittee  deliberated  on  this  measure  de¬ 
fense  expenditures  had  risen  sharply.  By 
July  24,  1941,  when  the  bill  was  reported 
to  the  House,  it  was  estimated  that  the 
original  proposal  of  the  Treasury  Depart¬ 
ment  would  meet  only  about  60  percent 
of  the  expenditures. 

Then,  as  we  know,  the  House  whittled 
$300,000,000  from  the  total  by  its  elimi¬ 
nation  of  joint  income-tax  returns.  No 
effort  was  made  to  recoup  this  amount; 
and  the  bill  as  it  came  to  the  Senate 
Finance  Committee  proposed  to  raise  only 
about  $3,200,000,000. 

The  Treasury  tax  experts  appeared  be¬ 
fore  the  Senate  Finance  Committee  on 


August  8  and  testified  that  the  bill  was 
inadequate  “even  before  it  is  passed.”  At 
that  time  the  appropriations  and  au¬ 
thorizations  over  the  Budget  had  in¬ 
creased  about  $14,000,000,000  since  the 
measure  was  first  considered  by  the 
House. 

The  Treasury  Department  early  in  Au¬ 
gust  recommended  a  bill  which  would 
raise  about  three  and  a  half  billion  dol¬ 
lars,  and  it  proposed  taxes  for  $4,000,- 
000,000,  though  we  know  that  if  we  are 
to  finance  two-thirds  of  the  expenditures 
cf  the  defense  program,  as  was  originally 
intended,  it  would  require  a  tax  program 
which  would  raise  about  $5,400,000,000. 

By  August  14,  1941,  the  Treasury  De¬ 
partment  was  studying  higher  social-se¬ 
curity  taxes,  as  they  might  possibly  serve 
to  halt  the  inflationary  spiral. 

Today  we  consider  at  long  last  the  pat¬ 
tern  of  tax  legislation  which  has  evolved 
from  the  various  conflicting  tax  policies 
of  the  Federal  Reserve  System,  the  Office 
of  Price  Administration  and  Civilian  Sup¬ 
ply,  the  Congressional  Joint  Committee 
on  Internal  Revenue,  the  Treasury  De¬ 
partment,  the  Chief  Executive,  and  vari¬ 
ous  congressional  leaders. 

Today  we  consider  a  measure  which 
provides  for  an  unprecedented  $3,672,- 
400, COO  revenue — approximately  $456,- 
000,000  more  than  was  voted  by  the 
House. 

There  are  several  conclusions  which 
are  inescapable  as  we  study  this  legisla¬ 
tion  in  its  hectic  history  of  some  4 
months. 

To  begin  with,  we  know  that  the  cost  of 
the  defense  program,  as  it  is  being 
planned  at  the  present  time,  will  exceed 
$50,000,000,000.  The  bill  which  the  House 
passed  on  August  5  was  more  than 
$2,000,000  short.  The  present  tax  bill  is 
inadequate.  It  missed  its  mark  in  the 
original  Treasury  recommendations;  it 
missed  its  mark  as  it  passed  the  House, 
and  it  will  miss  its  mark  as  it  passes  the 
Senate,  which  means  that  more  tax  legis¬ 
lation  will  have  to  be  considered. 

This  is  a  bill  which  was  inadequate  the 
day  it  was  conceived,  and  it  has  been 
consistently  out  of  date  ever  since.  It  is 
inadequate  in  meeting  the  rising  defense 
costs,  and  it  would  be  out  of  date  in  mak¬ 
ing  inroads  on  our  back  wall  of  debt. 

The  broadening  of  the  tax  base  was  a 
belated  afterthought.  It  was  a  tardy  rec¬ 
ommendation,  because  it  was  not  made 
to  the  House  Ways  and  Means  Committee 
in  time  for  them  to  make  an  intelligent 
broadening  of  the  tax  base  correlated 
with  the  rest  of  the  tax  program. 

The  same  thing  is  true  of  the  recom¬ 
mendation  to  use  taxes  as  a  price  check 
and  the  recommendation  to  broaden 
social-security  taxes  as  a  potential  curb 
on  inflation. 

All  along,  it  seems  to  me  that  every  pro¬ 
posal  for  this  tax  measure  has  come  as 
an  eleventh-hour  addition  to  an  existing 
tax  structure  which  is  also  out  of  date 
and  whose  antiquated  foundations  have 
long  since  needed  a  thorough  overhauling. 

This  legislation  of  necessity  has  been 
hurried;  and  while  some  call  it  slipshod, 
jerry  built,  the  worst  tax  legislation  in 
our  history,  it  does  a  pretty  good  job  in 
that  it  gets  results,  but  not  enough 
results. 
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All  this  means  just  one  thing.  We 
are  discussing  today  a  tax  bill  which  will 
have  to  be  supplemented  with  more  tax 
legislation.  We  know  today  that  next 
year — yes;  it  may  be  this  year — another 
tax  bill  just  as  big  as  this  one  or  bigger 
will  have  to  be  drafted.  On  the  other 
hand,  we  know  that  there  have  already 
been  too  many  eleventh-hour  attempts 
hurriedly  to  revamp  this  legislation. 

We  know  that  delay  at  this  point  costs 
the  Treasury  hundreds  of  millions  of  dol¬ 
lars  in  revenue.  The  Nation  needs  this 
revenue  not  merely  because  of  defense 
expenditures  but  because  of  the  reckless 
and  profligate  squandering  of  the  past  8 
years. 

We  know  today  that  we  need  a  sub¬ 
stantial  increase  in  the  tax  burden  if  we 
are  realistic  enough  to  face  the  facts,  and 
if  we  are  to  maintain  the  credit  of  the 
Nation,  and  if  we  are  to  maintain  our 
defense  program. 

The  emergency  defense  appropriations 
add  up  to  something  like  $43,000,000,000, 
and  another  $7,000,000,000  is  contem¬ 
plated.  These  expenditures  may  be 
greatly  increased  in  the  near  future,  and 
they  will  have  to  be  added  to  the  normal 
expenditures  of  an  extravagant  Govern¬ 
ment. 

The  past  few  years  have  been  an  orgy 
of  extravagance,  and  the  administration 
wastrels  have  spent  as  much  as  it  cost  the 
Federal  Government  in  the  first  131  years 
of  our  country’s  existence. 

We  have  had  a  series  of  staggering  an¬ 
nual  deficits,  and  our  national  credit  has 
been  strained  because  these  deficits  have 
piled  up  a  tremendous  national  debt.  To¬ 
day  we  are  loaded  down  with  a  burden 
of  taxation,  largely  in  hidden  taxes.  This 
burden  is  actually  50-percent  greater 
than  under  the  World  War  Revenue  Act. 

The  finances  of  the  United  States  were 
in  a  critical  condition  long  before  this 
emergency  began.  It  is  well  for  us  to 
speak  of  economy  when  we  are  consider¬ 
ing  a  tax  measure.  There  is  little  point 
in  condemning  high  taxes  as  long  as  we 
permit  extravagant  spending.  We  can¬ 
not  condemn  a  man  for  not  trying  to  pay 
his  bills,  but  we  can  condemn  him  for 
the  extravagance  which  caused  him  to 
run  up  bigger  bills  than  he  could  pay. 

I  keenly  regret  that  the  spending  com¬ 
mittees  of  Congress  work  at  cross-pur¬ 
poses  with  the  taxing  committees  of  Con¬ 
gress.  It  is  unbelievable  that  the  spend¬ 
ing  and  revenue-raising  departments  of 
Government  are  not  correlated. 

I  am  wholeheartedly  in  accord  with  the 
proposal  of  the  junior  Senator  from  Vir¬ 
ginia  [Mr.  Byrd],  calling  for  an  investi¬ 
gation  of  nonessential  Federal  expendi¬ 
tures,  together  with  recommendations  for 
the  reduction  and  elimination  of  some  of 
these  extravagances.  I  also  agree  with 
the  purposes  of  his  resolution  calling  on 
the  Budget  Director  to  submit  curtailed 
budgets  which  might  be  possible  for  the 
current  fiscal  year,  and  supplying  to  Con¬ 
gress  complete  information  as  to  items 
identified  as  defense  and  items  identified 
as  nondefense. 

In  the  midst  of  all  the  involved  dis¬ 
cussion  on  this  contemplated  tax  meas¬ 
ure  we  must  not  forget  the  simple,  home¬ 
ly  truth  that  a  dollar  eliminated  from 
the  expenses  of  government  is  a  dollar 


which  we  do  not  have  to  collect  by  tax¬ 
ation. 

Mr.  President,  I  feel  that  in  view  of  the 
present  critical  situation  there  is  almost 
no  alternative  to  supporting  the  general 
objectives  of  tax  legislation  which  at¬ 
tempts  to  bring  revenues  and  expendi¬ 
tures  closer  together,  though  this  meas¬ 
ure  may  be  a  hopelessly  inadequate  stop¬ 
gap,  built  on  the  shifting  sands  of  day- 
to-day  expendiency. 

I  think  it  is  undeniable  that  if  we  had 
written  an  adequate  tax  bill  this  year, 
based  on  a  thorough  overhauling  of  our 
present  revenue  set-up  rather  than 
merely  being  superimposed  on  it,  we 
could  have  avoided  a  great  deal  of  fiscal 
trouble  next  year. 

The  record  on  this  tax  bill  is  clear. 
There  has  been  consistent  confusion  and 
disagreement  on  the  tax  objectives  of 
the  administration,  and  these  disputes 
have  consistently  overshadowed  the 
major  issues  of  the  tax  measure. 

It  cannot  be  denied  that  this  bill  falls 
short  of  an  intelligent  long-range  pro¬ 
gram  of  fiscal  planning.  It  cannot  be 
denied  that  this  bill  does  not  evidence 
any  close  teamwork  between  the  Execu¬ 
tive,  the  Treasury  Department,  and  con¬ 
gressional  leaders. 

Mr.  President,  I  want  to  go  on  record 
as  being  emphatically  opposed  to  a 
promiscuous  program  of  hidden  taxes 
which  blackjack  the  poor  man.  The 
poor  man  has  to  spend  more  of  his  in¬ 
come,  and  concealed  taxes  consequently 
hit  him  hardest.  That  is  one  of  the  rea¬ 
sons  why  I  have  favored,  as  far  as  is 
possible,  the  elimination  of  concealed 
taxes  and  the  consideration  of  an  intelli¬ 
gent  broadening  of  the  tax  base — not 
merely  a  last-minute  effort  to  broaden 
the  base. 

I  believe,  incidentally,  that  an  intelli¬ 
gent  program  of  broadening  the  tax  base, 
coupled  with  an  elimination  of  hidden 
taxes,  might  actually,  in  normal  times, 
involve  a  smaller  tax  payment  for  the 
“little  fellow”  than  the  present  confis¬ 
catory  sleight  of  hand  involved  in  hidden 
taxes. 

An  intelligent  broadening  of  the  tax 
base  would  also  achieve  the  desirable  re¬ 
sult  of  instilling  a  more  widespread  con¬ 
sciousness  of  the  responsibilities  for  pay¬ 
ment  which  government  expenditures 
inevitably  bring. 

I  feel  that  the  tax  programs  of  this 
administration  have  consistently  inter¬ 
fered  with  normal  recovery.  I  feel  that 
the  tax  programs  of  this  administration 
have  been  too  much  intrigued  by  the 
painless  possibilities  of  extracting  money 
by  hidden  taxes. 

I  feel  that  this  administration  has  been 
afraid  to  let  the  bulk  of  the  voters  become 
conscious  of  the  cost  of  the  administra¬ 
tion’s  programs.  Consequently,  there 
have  been  too  many  hidden  taxes. 

I  also  feel  that  the  administration’s 
program  of  taxation  has  been  indifferent 
to  the  effect  of  taxation  on  small  enter¬ 
prises.  To  a  certain  extent  the  adminis¬ 
tration’s  program  has  penalized  business 
enterprise  and  business  expansion  by  tax¬ 
ing  speculative  and  expanding  business 
more  than  other  investments. 


In  normal  times  taxation  should  be  an 
economic  lever  to  stimulate  business  ex¬ 
pansion  and  the  encouragement  of  re¬ 
employment,  rather  than  a  penalty  to  be 
imposed  on  business  activity.  In  other 
words,  taxation  can  be  used  to  encourage 
venture  capital. 

We  could  tax  improvements  on  land 
at  a  lower  rate  than  the  land  itself  is 
taxed,  and  in  normal  times  we  could  de¬ 
vise  a  tax  on  idle  capacity  and  idle  funds. 

There  are  no  tax  panaceas,  but  it 
should  be  possible  for  us  to  write  a 
whole  new  tax  philosophy  which  might 
serve  as  an  economic  stimulant. 

In  general,  there  is  a  great  deal  to  be 
said  for  the  so-called  progressive  taxes 
which  have  some  relationship  to  ability 
to  pay,  as  opposed  to  regressive  taxes 
which  have  no  relationship  to  ability  to 
pay. 

These  are  all  questions,  however,  which 
should  be  ironed  out  in  a  unified,  coordi¬ 
nated  revenue  program  with  the  tax 
committees  of  the  Senate  and  the  House 
meeting  together  with  the  Appropria¬ 
tions  Committees  of  both  Houses  and 
with  Treasury  and  Budget  officials. 
That  would  mean  simply  that  the  Ap¬ 
propriations  Committees  would  not  be 
independent  of  the  taxing  committees. 
That  would  mean  that  we  would  have  a 
unified  revenue  system. 

The  glaring  weakness  in  our  present 
tax  structure  is  that  we  have  befuddled 
our  citizens  into  believing  that  they  are 
not  paying  taxes. 

Today  the  United  States  must  equip 
itself  so  that  it  can  meet  any  emergency. 
Let  us  be  realistic.  We  cannot  evade  the 
fact  that  this  means  taxation.  We  can¬ 
not  borrow  forever. 

The  bill  for  defense  preparation  must 
be  paid.  This  is  no  time  for  political 
shilly-shallying.  This  is  a  time  for  realis¬ 
tically  meeting  the  issue. 

Our  first  job  is  to  get  preparedness. 
That  preparedness  must  not  be  obstructed 
by  a  lack  of  financial  resources.  The 
problem  is  bigger  than  simply  raising  the 
money.  We  must  know  what  effect  these 
taxes  will  have  on  production,  the  accu¬ 
mulation  of  capital,  the  utilization  of  sav¬ 
ings,  and  so  forth. 

We  cannot,  however,  long  evade  the 
responsibility  for  analyzing  our  whole  tax 
problem.  It  may  be  necessary  to  make 
a  restatement  of  that  problem  in  terms 
such  as  we  have  never  known  before. 

Special  taxes,  excise  taxes,  luxury 
taxes,  or  war  taxes  are,  of  course,  matters 
to  be  considered  by  the  experts  and 
applied  so  that  they  will  release  com¬ 
modities  and  types  of  labor  and  types  of 
equipment  for  the  program. 

As  far  as  excess-profits  tax  legislation 
is  concerned,  I  believe  in  a  plan  of  excess- 
profits  taxation,  though  I  believe  that  it 
should  not  unduly  discourage  production. 
No  economist  has  as  yet  devised  an  abso¬ 
lutely  just  excess-profits  tax,  but  some 
kind  of  an  excess-profits  tax  is  vital  as 
a  necessary  curtailment  on  defense  and 
war  profiteering. 

I  think  we  can  concede  at  the  outset, 
without  any  emotional  appeal,  that  every¬ 
one  is  opposed  to  profiteering  as  distin¬ 
guished  from  a  fair  and  reasonable  return 
on  capital. 
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In  order  to  write  an  excess-profits  tax, 
it  is  self-evident  that  we  have  to  deter¬ 
mine  what  constitute  excess  profits.  We 
know  that  in  any  system  of  free  enter¬ 
prise  based  on  individual  initiative,  eco¬ 
nomic  activity  requires  a  certain  operat¬ 
ing  level  of  profits.  If  profits  are  slashed 
below  that  level,  production  is  crippled, 
and  the  incentive  for  management  is  de¬ 
stroyed.  When  profits  are  cut  over  that 
level,  however,  we  are  eliminating  what 
we  call  excess  profits. 

No  one  has  any  quarrel  with  the  Gov¬ 
ernment’s  demand  for  these  excess 
profits;  but  there  is  a  difficult  problem 
involved  in  determining  the  operating 
level  above  which  excess  profits  occur. 
There  are,  obviously,  many  complicated 
factors  which  make  this  level  difficult  to 
determine. 

We  know  that  inflation  brings  excess 
profits.  We  know  that  monopolies  may 
create  excess  profits,  and  we  know  that  a 
distortion  in  the  normal  demand,  such 
as  we  are  experiencing  today,  may  cre¬ 
ate  excess  profits. 

We  know,  further,  that  we  can  control 
inflation  to  some  degree,  at  least,  by  price 
controls  and  by  a  combination  of  taxa¬ 
tion  and  borrowing  in  our  defense  financ¬ 
ing.  We  know  that  we  can  tighten  our 
control  on  monopolies;  and,  as  a  matter 
of  fact,  we  are  already  doing  so. 

Our  problem,  then,  is  to  cope  with  the 
excess  profits  which  result  from  a  dis¬ 
torted  demand  factor.  We  know  that  the 
supply  factors  of  those  goods  for  which 
there  is  an  abnormal  demand  cannot  be 
readily  increased  overnight.  Likewise, 
the  demand  factor  cannot  be  greatly 
altered,  though  we  may  attempt  substi¬ 
tutions,  synthetics,  conservation,  and 
economy  in  the  use  of  goods  whose  supply 
is  inadequate  to  the  demand. 

Because  we  cannot  exercise  complete 
control  of  the  demand  factor,  it  is  rea¬ 
sonable  to  expect  possibilities  for  excess 
profits.  It  is  likewise  perfectly  reason¬ 
able  for  the  Government  to  attempt  to 
recover  a  substantial  share  of  these  ex¬ 
cess  profits,  created  in  a  large  measure 
by  the  activities  of  government  itself. 

In  conclusion,  it  is  apparent  that  the 
alternative  to  inflation,  or  a  complete 
system  of  price  control,  which  would  in¬ 
volve  drastic  and  almost  impossible  alter¬ 
ations,  is  a  program  of  intelligent  taxa¬ 
tion  coupled  with  intelligent  economy  in 
government. 

I  do  not  feel  that  this  measure  repre¬ 
sents  a  complete  and  adequate  approach 
to  the  tax  problem;  but  I  repeat  that  the 
grave  necessity  for  financing  our  defense 
efforts  leaves  Congress  with  little  alter¬ 
native  other  than  to  support  the  general 
objectives  of  any  bill  which  seeks  to  bring 
revenues  and  expenditures  into  a  closer 
relationship. 

Mr.  GEORGE.  Mr.  President,  much 
as  I  should  like  to  see  placed  upon  im¬ 
ports  some  of  the  restrictions  covered 
by  the  amendment  offered  by  the  Sena¬ 
tor  from  Nebraska,  and  heartily  as  I  have 
approved  some  of  the  tariff  rates  sug¬ 
gested  in  the  amendment,  I  must  very 
frankly  say  to  the  Senate  that  it  is  use¬ 
less  to  take  this  amendment  to  confer¬ 
ence.  Not  only  that,  but  I  must  also  say 
that  this  amendment  was  not  offered  to 
the  Finance  Committee,  that  nobcdy  at 


all  was  given  any  hearing  on  it,  and  there 
is  hardly  an  industry  that  is  not  affected 
by  it.  I  know  that  from  my  past  ex¬ 
perience  and  from  a  hurried  glance  at 
the  amendment.  I  know  very  well  that 
if  we  were  to  take  the  amendment  to 
conference  the  House  would  refuse  to 
consider  it,  because  in  the  case  of  the  last 
tax  bill  they  served  repeated  notice  on 
the  conferees  that  they  would  not  con¬ 
sider  a  tariff  item  in  a  tax  bill.  They 
positively  took  that  position,  and  they 
had  very  good  reason  for  it.  Tariff  bills 
originate  in  the  House.  Every  Member 
of  the  House  has  his  pockets  full  of  tariff 
bills,  coming  to  the  Ways  and  Means 
Committee  every  time  a  regular  tax  bill 
or  revenue  measure  comes  up.  They  will 
say,  “No;  we  are  not  going  to  accept  such 
an  amendment  on  this  bill;  we  have  not 
time  to  give  consideration  to  it;  we  do 
not  know  whether  the  proposal  is  right  or 
whether  it  is  wrong,  and  therefore  we 
cannot  agree  to  it.” 

We  have  been  in  the  habit  of  adopting 
two  or  three  amendments,  which  were 
tariff  measures,  and  we  fought  very  hard 
to  get  some  of  them  accepted  by  the  con¬ 
ferees,  but  by  formal  action  the  conferees 
have  heretofore  said  to  us,  “We  will  not 
accept  another  amendment  to  the  tariff 
law.” 

I  do  not  know  how  well  this  amend¬ 
ment  has  been  considered.  I  know  there 
are  a  great  many  things  in  it,  which  I 
long  ago  advocated  in  this  body.  I  tried 
to  have  a  tariff  put  on  jute,  waste  bag¬ 
ging,  and  so  forth,  when  we  were  con¬ 
sidering  the  1929-30  tariff  measure,  and 
I  know  that  I  was  completely  over¬ 
whelmed.  Every  farmer  in  the  West  was 
against  it,  every  producer  of  oats  and 
wheat  and  potatoes  said,  “We  must  have 
this  kind  of  cloth  to  make  our  sacks.” 
There  must  be  something  to  it,  or  Sena¬ 
tors  would  not  have  voted  as  they  did. 
All  New  England  was  against  it  because 
jute  products  are  manufactured  in  New 
England.  I  could  pick  out  half  a  dozen 
items  in  the  amendment  which  would 
seriously  affect  industry  of  various  kinds, 
whether  justly  or  unjustly,  I  could  not 
tell  at  the  moment. 

Then  there  is  another  most  important 
consideration.  With  the  countries  which 
produce  every  one  of  these  materials,  we 
have  reciprocal  tariff  agreements,  which 
may  affect  this  amendment.  If  the  Sen¬ 
ate  wants  to  vote  it  into  the  bill,  it  will 
be  all  right  with  me,  but  I  know  what  will 
happen  to  it.  I  should  be  bound,  if  the 
Senate  adopted  it,  as  long  as  there  was 
any  reasonable  chance  to  get  the  House 
conferees  to  take  it,  but  I  do  not  know 
how  many  of  the  tariff  treaties  between 
this  country  and  the  other  producing 
countries  from  which  these  materials  and 
products  come  would  be  violated. 

I  am  calling  attention  to  these  things, 
not  because  I  personally  oppose  many  of 
the  rates  suggested,  for  to  the  extent  that 
I  have  any  knowledge  of  what  is  dealt 
with  in  the  amendment  I  would  have  the 
very  greatest  sympathy  with  it,  and  if  it 
should  come  over  from  the  House  as  an 
independent  tariff  measure,  I  should  vote 
for  it,  and  should  be  glad  to  vote  for  it. 
But  I  suppose  there  are,  by  and  large, 
at  least  10,090  amendments  which  vari¬ 
ous  Senators  wish  to  offer  to  the  tariff 


law,  and  if  this  amendment  were  accepted 
there  would  be  no  more  reason  for  oppos¬ 
ing  them  than  for  opposing  this  amend¬ 
ment.  I  am  not  sure  but  that  the  entire 
Ways  and  Means  Committee  of  the  House 
has  acted  on  this  matter,  independently 
of  the  conferees,  because  they  have  re¬ 
peatedly  insisted  that  they  would  not 
again  consider  pure  tariff  measures  in  a 
revenue  act. 

Not  because  I  oppose  the  amendment,  • 
not  because  it  may  not  be  wholly  meri¬ 
torious — and  to  the  extent  that  I  am 
familiar  with  it  at  all  I  believe  it  to  be 
meritorious — I  am  obliged  to  call  the 
attention  of  the  Senate  to  the  situation, 
and  to  suggest  that,  in  my  judgment,  it 
would  be  far  better  for  the  House  to  be 
finally  compelled  by  the  friends  of  the 
amendment  to  approve  it  there  as  a  sep¬ 
arate  bill,  and  send  it  to  us.  Of  course, 
if  that  were  done,  it  would  open  up  the 
whole  tariff  question,  but  perhaps  the 
tariff  should  be  reopened;  I  do  not  know, 
except  that  at  this  time,  because  of  the 
international  situation,  we  have  not  very 
much  foreign  trade  anyway  and,  there¬ 
fore,  there  might  not  be  a  very  keen  in¬ 
terest  in  tariffs  generally. 

Mr.  BUTLER.  Mr.  President,  it  is  not 
my  intention  to  make  any  reply  to  the 
remarks  made  by  the  distinguished  Sena¬ 
tor  from  Georgia,  except  to  remind  him, 
and  perhaps  others  in  the  Senate,  that 
this  has  been  a  time  of  breaking  prece¬ 
dents,  and  perhaps  the  conference  com¬ 
mittee,  or  our  good  friends  in  the  other 
House,  may  be  willing  to  break  a 
precedent  this  time  and  give  this  very 
estimable  amendment  favorable  con¬ 
sideration,  for  it  certainly  is  to  the  best 
interests  of  our  country  as  a  whole,  and 
I  should  like  very  much  to  see  them  have 
the  opportunity  of  giving  it  considera¬ 
tion. 

I  ask  for  the  yeas  and  nays  on  the 
amendment. 

The  PRESIDING  OFFICER.  The 
yeas  and  nays  have  been  requested.  Is 
the  demand  sufficiently  seconded?  In 
the  opinion  of  the  Chair,  it  is  sufficiently 
seconded. 

Mr.  CONNALLY.  A  parliamentary  in¬ 
quiry. 

The  PRESIDING  OFFICER.  The  Sen¬ 
ator  will  state  it. 

Mr.  CONNALLY.  How  many  Sena¬ 
tors  raised  their  hands? 

The  PRESIDING  OFFICER.  The 
Chair  counted  14  hands  raised.  The 
clerk  will  call  the  roll. 

The  legislative  clerk  proceeded  to  call 
the  roll. 

Mr.  HAYDEN  (when  his  name  was 
called) .  On  this  vote  I  have  a  pair  with 
the  junior  Senator  from  Minnesota  [Mr. 
Ball].  I  therefore  withhold  my  vote. 

Mr.  HOLMAN  (when  his  name  was 
called) .  I  have  a  general  pair  with  the 
junior  Senator  from  Tennessee  [Mr. 
Stewart!.  I  am  not  advised  how  he 
would  vote,  if  present.  I  transfer  my 
pair  to  the  senior  Senator  from  Ohio 
[Mr.  Taft],  whom  I  am  informed  would 
vote  “yea,”  and  I  shall  vote.  I  vote 
“yea.” 

Mr.  McNARY  (when  his  name  v.Tas 
called).  Again  referring  to  my  pair  and 
transfer,  I  shall  vote.  I  vote  “yea.” 

The  roll  call  was  concluded. 
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Mr.  HILL.  I  announce  that  the  Sen¬ 
ator  from  Washington  [Mr.  Bone],  the 
Senator  from  Virginia  [Mr.  Glass],  the 
Senator  from  North  Carolina  [Mr.  Rey¬ 
nolds],  and  the  Senator  from  New  York 
[Mr.  Wagner]  are  absent  from  the  Sen¬ 
ate  because  of  illness. 

The  Senator  from  Kentucky  [Mr. 
Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

The  Senator  from  Texas  [Mr.  Con- 
nally]  and  the  Senator  from  Indiana 
[Mr.  Van  Nuys]  are  detained  in  a  con¬ 
ference  at  the  White  House. 

The  Senator  from  Mississippi  [Mr. 
Bilbo],  the  Senator  from  South  Dakota 
[Mr.  Bulow],  the  Senator  from  South 
Carolina  [Mr.  Peace],  the  Senator  from 
Nevada  [Mr.  McCarran],  the  Senator 
from  Georgia  [Mr.  Russell],  and  the 
Senator  from  New  Jersey  [Mr.  Smathers] 
are  detained  on  business  in  various  Gov¬ 
ernment  departments. 

The  Senator  from  New  Mexico  [Mr. 
Chavez],  the  Senators  from  Tennessee 
[Mr.  McKellar  and  Mr.  Stewart],  the 
Senator  from  Utah  [Mr.  Murdock],  the 
Senator  from  Florida  [Mr.  Pepper],  the 
Senator  from  Oklahoma  [Mr.  Thomas], 
and  the  Senator  from  Montana  [Mr. 
Wheeler]  are  necessarily  absent. 

Mr.  AUSTIN.  The  Senator  from  Penn¬ 
sylvania  [Mr.  Davis]  has  a  general  pair 
with  the  Senator  from  Kentucky  [Mr. 
Chandler].  He  is  detained  on  official 
business. 

The  Senator  from  Minnesota  [Mr. 
Shipstead]  has  a  pair  with  the  Senator 
from  Virginia  [Mr.  Glass]. 

The  Senator  from  Indiana  [Mr.  Wil¬ 
lis]  has  a  pair  with  the  Senator  from 
New  Mexico  [Mr.  Chavez]. 

The  Senator  from  Kansas  [Mr.  Reed] 
has  a  general  pair  with  the  Senator  from 
New  Jersey  [Mr.  Smathers]. 

The  result  was  announced — yeas  31, 
nays  33,  as  follows: 


YEAS— 31 


Aiken 

Clark,  Idaho 

Nye 

Andrews 

Downey 

O’Daniel 

Austin 

Eastland 

Overton 

Bankhead 

Ellender 

Smith 

Brewster 

Hill 

Spencer 

Bridges 

Holman 

Thomas,  Idaho 

Brooks 

Johnson,  Colo. 

Tobey 

Bunker 

La  Follette 

Wallgren 

Burton 

Langer 

Wiley 

Butler 

McFarland 

Caraway 

McNary 
NAYS— 33 

Adams 

Green 

Murray 

Bailey 

Guffey 

O’Mahoney 

Barbour 

Hatch 

Radcliffe 

Barkley 

Herring 

Rosier 

Brown 

Hughes 

Schwartz 

Byrd 

Kilgore 

Thomas,  Utah 

Clark.  Mo. 

Lee 

Truman 

Danaher 

Lodge 

Tunnell 

George 

Lucas 

Tydings 

Gerry 

Maloney 

Vandenberg 

Gillette 

Mead 

Walsh 

NOT  VOTING— 

-32 

Ball 

Hayden 

Shipstead 

Bilbo 

Johnson,  Calif. 

Smathers 

Bone 

McCarran 

Stewart 

Bulow 

McKellar 

Taft 

Capper 

Murdock 

Thomas,  Okla. 

Chandler 

Norris 

Van  Nuys 

Chavez 

Peace 

Wagner 

Connally 

Pepper 

Wheeler 

Davis 

Reed 

White 

Glass 

Reynolds 

Willis 

Gurney 

Russell 

So  Mr.  Butler’s  amendment  (for  him¬ 
self,  Mr.  Bankhead,  and  Mr.  Eastland) 
was  rejected. 


Mr.  BUTLER.  Mr.  President,  I  ask  to 
have  printed  in  the  Record  at  this  point 
a  statement  by  myself  on  the  subject  of 
the  bill  under  consideration. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Mr.  President,  the  tax  bill  before  us  for 
consideration  represents,  I  know,  the  hard 
and  unremitting  labor  of  many  Members  of 
this  body  and  of  the  House  of  Representa¬ 
tives,  particularly  those  who  are  members  of 
the  Senate  Finance  and  the  House  Ways  and 
Means  Committees.  The  framing  of  a  tax 
bill,  or  should  I  say  the  framing  of  a  bill 
which  raises  rather  than  lowers  taxes,  is  not 
the  most  popular  task  on  earth.  In  fact,  I 
suppose,  from  the  public  standpoint,  those 
who  write  the  taxes  are  hardly  more  popular 
than  those  who  collect  them,  and  we  all  know 
where  the  latter  stand  in  the  public  estima¬ 
tion,  all  the  way  back  to  Biblical  days,  when 
“publicans” — the  ancient  term  for  tax  collec¬ 
tors — were  classed  with  sinners.  Yet  though 
the  preparation  of  a  tax  bill  is  a  hard  job,  it 
is  a  necessary  job,  and  those  who  have  given 
so  unstintingly  of  their  time  and  energy  in 
the  formulation  of  this  bill  surely  deserve  our 
gratitude,  whether  we  like  their  work  or  not. 

It  is  a  necessary  job  because  the  bills  we 
are  running  up  must  be  paid.  The  old  saying, 
“He  who  dances  must  pay  the  piper,”  has  at 
last  come  home  to  us.  Due  to  some  of  the 
past  free  spending  and  “dancing”  which  we 
have  had,  it  becomes  necessary  for  us  to  con¬ 
sider  a  bill,  harsh  in  many  respects,  in  order 
to  face  a  great  problem  of  national  defense. 
It  is  futile  to  think  that  we  can  continue  to 
appropriate  billions  for  defense,  billions  for 
lease-lend  aid,  billions  for  loans  in  the  name 
of  hemispheric  solidarity,  billions  for  New 
Deal  propaganda,  billions  for  this,  that,  and 
the  other,  and  then  expect  somehow  to  avoid 
tax  increases.  The  Finance  Committee  mere¬ 
ly  takes  up  where  the  Appropriations  Com¬ 
mittee  leaves  off;  once  we  have  spent  Govern¬ 
ment  money,  or  appropriated  it  to  be  spent, 
there  is  nothing  to  do  but  to  turn  around 
and  levy  the  taxes  to  pay  our  bills. 

Much  better  would  it  have  been  had  this 
body  followed  a  program  nearer  to  that  of 
my  own  State  of  Nebraska  and  paid  its  bills 
as  it  contracted  them.  Then  we  would  not 
have  been  faced  with  the  necessity  of  financ¬ 
ing  a  mammoth  defense  and  aid  program 
on  top  of  a  $50,000,000,000  deficit.  However, 
this  was  and  is  not  the  case,  and  due  to  the 
present  financial  emergency,  I  am  forced  to 
support  this  bill  even  though  it  carries  with 
it  certain  inequalities.  It  is  upon  this  matter 
that  I  wish  to  comment  briefly. 

In  the  first  place,  I  wish  to  say  that  I  be¬ 
lieve  that  this  is  only  the  beginning  of  a 
hard-boiled  taxing  program  which  every  citi¬ 
zen  of  this  country  will  feel  before  it  is 
through.  I  do  not  want  my  people  in  Ne¬ 
braska  or  the  people  in  any  other  State  to 
believe  that  this  bill  will  take  care  of  the 
expenditures  that  have  been  voted  and  are 
to  be  voted.  The  administration  has  com¬ 
mitted  itself  to  a  finish  fight,  we  hope  and 
pray  without  military  engagement,  to  destroy 
Hitlerism.  It  will  cost  more  than  this  bill 
can  ever  raise.  Thus  more  taxes  will  come  as 
long  as  such  a  policy  is  continued. 

The  farmers  whom  I  represent  will  natu¬ 
rally  be  hit  harder  by  the  taxes  imposed  under 
this  bill  than  any  other  class.  Their  income 
is  still  very  meager.  They  still  are  in  a 
depression,  compared  with  what  they  should 
be  earning,  and  the  boom  in  industrial  areas 
seems  likely  to  increase  the  disparity  between 
agricultural  and  industrial  incomes.  When 
certain  pending  trade  agreements  are  put 
over,  their  incomes — real  incomes,  I  mean, 
not  Government  doles — will  be  still  smaller. 
This  bill,  however,  imposes  taxes  on  auto¬ 
mobiles,  theater  admissions,  gas  and  elec¬ 
trical  appliances,  and  a  long  list  of  other 
goods  bought  by  farmers,  and  the  taxes  levied 
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by  this  bill  therefore  fall  disproportionately 
heavy  on  farmers  and  others  whose  ability 
to  pay  is  small.  This  is,  to  my  mind,  the 
greatest  inequity  in  this  bill. 

However,  the  bill  carries  one  clause  which  is 
to  be  complimented  and  should  be  supported 
by  every  Member  of  Congress.  Section  VI 
provides  for  a  committee  to  study  the  possi¬ 
bilities  for  reduced  nondefense  expenditures. 
And  there  are  many  such  expenditures  that 
can  be  reduced.  I  would  venture  to  estimate 
that  an  amount  equal  to  two-thirds  of  the 
revenue  to  be  raised  by  the  tax  increases  in 
this  bill  could  be  saved  if  the  administration 
would  really  undertake  an  economy  drive 
throughout  all  the  departments  and  agen¬ 
cies.  I  am  confident  that  the  results  of  the 
committee’s  investigation  will  prove  my  state¬ 
ment. 

I  am  in  agreement  with  the  committee  in 
striking  from  the  bill  the  proposal  to  increase 
the  gasoline  tax.  Gasoline  is  already  one  of 
the  most  heavily  taxed  commodities  there  is, 
by  both  State  and  Federal  Governments.  It 
is  a  prime  essential  on  the  farm  for  the  op¬ 
eration  of  farm  machinery  used  in  production 
of  the  Nation’s  food  supply.  In  addition,  it 
should  be  remembered  that  the  gasoline  user 
and  automobile  or  truck  operator  is  to  pay 
greatly  increased  taxes  by  other  provisions  of 
this  bill.  Nearly  $300,000,000  of  the  increased 
revenues  are  to  be  taken  from  the  pocket  of 
the  automobile  or  truck  owner  or  buyer. 

I  heartily  approve  of  the  exclusion  of  the 
mandatory  joint  income-tax  provision.  This 
proposal  would  have  penalized  married  cou¬ 
ples  with  separate  incomes,  and  would  be,  in 
effect,  a  tax  on  marriage,  while,  at  the  same 
time,  it  would  strike  at  the  rights  of  women 
and  undo  at  one  stroke  much  of  the  progress 
toward  equality  that  has  been  made  by 
women  in  the  last  half  century. 

One  tax  in  this  bill  which  is  difficult  to 
justify  is  that  on  electric  and  neon  signs. 
The  committee  has  seen  fit,  wisely,  I  believe, 
to  eliminate  the  objectionable  tax  on  out¬ 
door-advertising  billboards.  It  is  hard  to  un¬ 
derstand  why  the  electric  and  neon  signs  are 
still  to  be  taxed  when  the  corresponding  tax 
on  billboards  has  been  removed. 

One  provision  which  has  provoked  much 
controversy  and  criticism  from  many  quar¬ 
ters  is  the  broadening  of  the  income-tax  base. 
I  am  sure  we  all  regret  the  necessity  for  this 
move.  It  is  not  pleasant  to  ask  those  of 
small  income  to  pay  taxes;  but  Senators  must 
remember  that  this  is  not  the  first  tax  on 
those  less  able  to  pay.  For  years  we  have 
had  taxes  on  gasoline,  beer  and  liquor,  to¬ 
bacco,  and  many  other  products,  which  fall 
heavily  on  those  whose  capacity  to  pay  is 
small.  The  income  tax  simply  taxes  such 
people  directly  as  well  as  indirectly.  It  will 
cause  each  individual  to  realize  more  fully 
his  responsibility  for  our  national  welfare 
and  to  shoulder  his  share  of  the  burden.  I 
know  every  patriotic  American  is  willing  to 
bear  his  share  of  the  load.  In  addition,  we 
must  beware  of  taxing  private  capital  and  the 
profit  motive  out  of  existence  or  to  the  point 
where  it  will  cease  to  operate  for  the  crea¬ 
tion  of  national  wealth.  It  used  to  be  that 
the  rich  could  pay  the  cost  of  Government, 
but  now  we  have  taxed  them  almost  to  the 
limit,  and  we  have  come  to  the  point  where 
everyone  must  contribute  directly. 

One  possible  source  of  revenue  was  com¬ 
pletely  ignored  by  the  committee.  I  refer  to 
the  revenue  to  be  raised  from  increased  cus¬ 
toms  duties  on  imports  of  competitive  com¬ 
modities.  Increasing  tariff  rates  would  not 
only  give  us  added  revenue  at  a  time  when 
we  sorely  need  it  but  by  providing  needed 
protection  to  American  agriculture,  industry, 
and  labor  would  increase  the  taxpaying  abil¬ 
ity  of  those  groups  and  thus  increase  the 
yield  from  the  existing  taxes.  At  the  present 
time  we  have  the  anomalous  situation  of  Con¬ 
gress  raising  taxes  while  the  State  Depart¬ 
ment,  through  its  trade-agreements  program, 
is  cutting  down  taxes  on  imports.  Of  course, 
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revenues  from  customs  have  Increased  slight¬ 
ly  In  recent  months,  because  of  the  great 
increase  in  quantity  of  dutiable  imports,  but 
they  are  nothing  like  as  great  as  they  could 
be  under  a  program  of  judicious  taxation 
of  imports,  or  as  they  would  be  if  the  State 
Department  were  restrained  from  cutting 
down  these  duties.  This  subject  deserves 
further  study,  and  I  hope  to  give  some  time 
to  it  myself  during  the  next  few  months 
and  present  my  conclusions  and  suggestions 
to  this  body  for  consideration. 

The  present  bill  is  not  perfect  in  all  re¬ 
spects.  It  is  always  a  problem,  in  asking 
our  citizens  to  take  on  added  burdens,  to 
apportion  those  burdens  as  equitably  as  pos¬ 
sible,  with  due  regard  to  the  taxes  already 
paid  by  various  groups  and  to  their  relative 
capacities  to  pay.  It  is  probably  impossible 
to  be  fair  in  every  respect,  and,  as  I  have 
pointed  out,  personally  I  would  change  some 
of  the  provisions  of  this  bill  materially,  if 
I  had  the  sole  right  of  decision  on  it.  No 
doubt  every  Senator  in  this  Hall  would  like¬ 
wise  make  some  changes.  Nevertheless,  I 
think  we  must  recognize  that  the  committee 
has  done  a  generally  good  piece  of  work  and 
that,  on  the  whole,  the  bill  is  about  as  fair 
and  equitable  as  can  reasonably  be  expected 
under  the  circumstances. 

In  conclusion,  I  wish  to  state  that  I  hope 
the  administrators  of  the  money  received  un¬ 
der  this  bill  will  consider  every  expenditure 
most  wisely  and  cautiously,  for  great  sacri¬ 
fices  will  have  to  be  made  to  pay  these  taxes, 
and  we  owe  it  to  our  people  to  see  that 
the  load  is  not  made  heavier  than  is  abso¬ 
lutely  necessary. 

Mr.  BAILEY.  Mr.  President,  I  new 
wish  to  offer  an  amendment  proposed  by 
myself,  which  is  printed,  the  effect  of 
which  is  to  transfer  the  tax  of  10  percent 
on  retail  sales  of  jewelry  to  the  manu¬ 
facturer.  I  ask  that  the  amendment  may 
be  read  fer  the  information  of  the  Senate. 

The  PRESIDING  OFFICER  (Mr.  Mc¬ 
Farland  in  the  chair).  The  amendment 
will  be  read. 

The  Chief  Clerk.  On  page  93,  after 
line  2,  it  is  proposed  to  insert  the  follow¬ 
ing  new  paragraph: 

“(11)  Jewelry:  All  articles  commonly  or 
commercially  known  as  jewelry,  whether  real 
or  imitation;  pear’s,  precious  and  semipre¬ 
cious  stones,  and  imitations  thereof;  articles 
made  of,  or  ornamented,  mounted,  or  fitted 
with,  precious  metals  or  imitations  thereof; 
watches  and  clocks  and  cases  and  move¬ 
ments  therefor;  gold,  gold-plated,  silver, 
silver-plated,  or  sterling  flatware  or  hollow 
ware;  -  opera  glasses;  lorgnettes;  marine 
glasses;  field  glasses,  and  binoculars:  10  per¬ 
cent.  The  tax  imposed  by  this  paragraph 
shall  not  apply  to  any  article  used  for  re¬ 
ligious  purposes,  to  surgical  instruments,  to 
frames  or  mountings  for  spectacles  or  eye¬ 
glasses,  or  to  a  fountain  pen  if  the  only  part 
of  the  pen  which  consists  of  precious  metals  is 
the  point.” 

On  page  93,  strike  out  lines  14  to  25,  in¬ 
clusive;  and  page  94,  strike  out  lines  1  to 
4,  inclusive. 

Mr.  BROWN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  BAILEY.  I  yield. 

Mr.  BROWN.  As  I  understand,  the 
Senator  from  North  Carolina  proposes 
a  10-percent  tax  on  the  manufacturer’s 
price  in  lieu  of  a  10-percent  tax  on  the 
retailer’s  sales  price  on  jewelry.  That 
matter  has  been  the  subject  of  consid¬ 
erable  discussion.  I  am  wondering 
whether  the  Senator  would  accept  a  mod¬ 
ification  of  his  amendment  by  which  he 
would  raise  the  tax  from  10  to  15  percent, 
for  the  reason  that  a  10-percent  tax  on 


the  retail  price  would  yield  considerably 
more  than  a  10-percent  tax  on  the  man¬ 
ufacturer’s  price,  and  in  order  to  adjust 
the  matter  as  nearly  as  it  can  be  done — 
and  I  base  my  statement  upon  my  recol¬ 
lection  of  the  testimony  which  we  heard 
in  the  Finance  Committee — if  we  provide 
a  50-percent  increase  in  the  rate  we 
would  obtain  approximately  the  same 
amount  of  revenue.  I  make  that  sug¬ 
gestion  to  the  Senator  from  North  Caro¬ 
lina. 

Mr.  BAILEY.  Mr.  President,  the  sug¬ 
gestion  made  by  the  junior  Senator  from 
Michigan  is  agreeable  to  me,  and  I  ask 
leave  to  modify  my  amendment  on  page 
1,  line  9,  by  changing  10  percent  to  15 
percent. 

The  PRESIDING  OFFICER.  The 
Senator  has  the  right  to  modify  his 
amendment. 

Mr,  BAILEY.  My  object  is  not  to  re¬ 
duce  the  revenue  but  to  reduce  so  far  as 
we  can  the  nuisance  and  the  vexation  and 
expense  of  the  retail  sales  tax.  Probably 
the  most  obnoxious,  difficult,  and  irritat¬ 
ing  of  all  taxes  are  taxes  on  retail  sales, 
and  I  think  as  a  principle  we  would  be 
wise  to  follow  the  policy  of  avoiding  the 
imposition  of  such  taxes,  and  moving  in 
the  direction  of  manufacturers’  excise 
taxes,  so  far  as  we  possibly  can. 

In  this  bill  there  are  three  categories 
of  retail-sales  taxation — furs,  cosmetics, 
and  jewelry.  I  should  like  to  strike  them 
all  out,  because  they  are  taxes  on  retail 
sales.  I  do  not  have  to  draw  the  picture 
for  Senators  of  the  clerk  in  the  store  and 
the  merchant  having  to  levy  a  tax  on 
every  customer.  I  have  seen  that  in  my 
own  State,  and  I  know  what  it  means. 
Such  taxes  are  properly  called  nuisance 
taxes. 

Mr.  President,  I  shall  not  engage  in  an 
elaborate  discussion.  I  hesitated  to  in¬ 
clude  furs  and  cosmetics  because  I  was 
afraid  that  if  I  should  undertake  to  do  so 
I  might  defeat  the  entire  purpose.  I  be¬ 
lieve  this  amendment  will  be  favorably 
received  by  the  Senate,  the  conferees,  and 
the  Congress.  I  know  it  will  be  favor¬ 
ably  received  by  the  country. 

I  am  informed  that  there  are  about 
50,000  merchants  in  our  land  selling  jew¬ 
elry.  Each  Senator  can  paint  the  picture 
for  himself.  Under  the  terms  of  the  bill 
the  establishments  of  50,000  merchants 
would  have  to  be  inspected  and  their 
books  would  have  to  be  looked  into.  All 
their  customers  would  have  to  pay  taxes 
as  they  went  about  their  purchases,  small 
and  large.  So  I  ask  for  favorable  consid¬ 
eration  by  the  Senate  of  my  amendment. 

Mr.  SMITH.  Mr.  President,  my  atten¬ 
tion  has  just  been  called  to  this  matter. 
I  know  nothing  about  the  jewelry  busi¬ 
ness  but,  according  to  the  terms  of  the 
bill  now  before  us,  everyone  who  sells 
any  of  the  articles  denominated  as  jewel¬ 
ry  must  pay  the  tax.  That  includes  all 
the  5-  and  10-cent  stores  and  any  mer¬ 
chants  who  may  have  any  of  such  arti¬ 
cles  for  sale.  Think  of  the  army  of  col¬ 
lectors  who  would  be  required.  If  the 
manufacturer  of  the  jewelry  were  taxed, 
his  books  could  be  inspected.  The  num¬ 
ber  of  such  manufacturers  is  not  large. 

It  seems  to  me  that,  from  the  stand¬ 
point  of  economy  in  collecting  the  tax, 
as  well  as  from  the  standpoint  of  the  rev¬ 
enue  to  be  obtained,  the  tax  on  the  man¬ 


ufacturers  is  preferable.  Many  mer¬ 
chants  sell  jewelry  on  credit;  and,  until 
they  collect,  the  Government  would  be 
out  its  revenue,  whereas  the  manufac¬ 
turer  sells  for  cash,  and  the  tax  could  be 
immediately  collected. 

I  suspect  that  there  was  some  favorit¬ 
ism  when  the  Treasury  Department  asked 
the  Finance  Committee  to  impose  this 
tax  on  the  retailer  rather  than  on  the 
manufacturer.  The  manufacturer  repre¬ 
sents  big  business,  and  has  much  influ¬ 
ence.  I  suspect  that  that  fact,  rather 
than  the  element  of  economy,  entered  in¬ 
to  the  opposition  of  the  Treasury  De¬ 
partment  to  levying  the  tax  on  the  man¬ 
ufacturer.  Every  element  of  economy, 
expedition,  and  return  to  the  Govern¬ 
ment  indicates  that  the  tax  should  be  on 
the  manufacturer  rather  than  on  the  re¬ 
tailer.  If  the  tax  were  on  the  retailer 
it  would  be  necessary  to  go  over  the 
country  and  hunt  down  every  5-  and  10- 
cent  store  and  every  little  shop  which 
has  any  device  which  could  be  called 
jewelry.  Think  of  the  bootlegging  that 
would  go  on.  Many  millions  of  dollars 
worth  of  jewelry  would  be  secreted  and 
the  needle  in  the  haystack  never  could 
be  found. 

I  think  this  is  the  most  economical, 
common-sense,  and  fair  way  to  obtain 
the  revenue  if  we  are  to  impose  a  tax  on 
jewelry.  Whenever  I  go  into  a  jewelry 
store  I  feel  like  holding  up  my  hands 
and  saying,  “God  have  mercy!”  [Laugh¬ 
ter.]  I  do  not  know  whether  I  am  getting 
the  real  article  or  an  imitation.  From 
the  standpoint  of  economy  and  efficiency 
the  manufacturer  is  the  one  who  should 
pay  the  tax,  because  he  obtains  his  re¬ 
turn  immediately.  His  books  are  easily 
inspected,  and  the  work  is  done.  Other¬ 
wise,  we  shall  have  to  go  afield  to  a  mil¬ 
lion  places  and  attempt  to  collect  the 
tax  piecemeal. 

Mr.  HERRING.  Mr.  President,  I  wish 
to  ask  the  Senator  from  North  Carolina 
if  he  will  accept  an  amendment  to  his 
amendment,  on  page  2,  line  4,  in  the  sec¬ 
tion  relating  to  fountain  pens,  by  adding 
the  words  “or  other  essential  parts  not 
used  for  ornamental  purposes.” 

Mr.  BAILEY.  Mr.  President,  I  under¬ 
stand  that  the  particular  item  in  ques¬ 
tion  relates  to  fountain  pens.  The  Sen¬ 
ator’s  point  is  that  under  the  terms  of 
my  amendment  the  gold  band  around  the 
cap  of  the  fountain  pen  might  be  con¬ 
sidered  as  something  in  the  nature  of 
jewelry. 

Mr.  HERRING.  That  is  correct. 

Mr.  BAILEY.  But  if,  according  to  the 
Senator’s  suggestion,  it  is  interpreted  as 
being  an  essential  part  of  the  pen,  it  is 
not  jewelry. 

Mr.  HERRING.  That  is  correct. 

Mr.  BAILEY.  I  will  accept  the  Sen¬ 
ator’s  suggestion,  and  ask  leave  to  modify 
my  amendment  in  conformity  with  the 
language  just  stated. 

The  PRESIDING  OFFICER.  The 
Senator  has  the  right  to  modify  his  own 
amendment. 

Mr.  LUCAS.  Mr.  President,  I  rise  for 
the  purpose  of  supporting  the  amend¬ 
ment  offered  by  the  Senator  from  North 
Carolina.  I  wish  to  take  only  a  moment 
of  the  time  of  the  Senate  to  place  in  the 
Record  certain  figures  which  seem  to  me 
to  be  rather  conclusive  in  favor  of  his 
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amendment.  I  have  no  reason  to  doubt 
that  the  figures  are  correct. 

The  number  of  returns  annually  which 
would  be  necessary  for  the  retailers  to 
submit  if  the  bill  were  passed  in  its 
original  form  would  be  3,600,000.  If  the 
amendment  offered  by  the  Senator  from 
North  Carolina  should  prevail  only  15,084 
returns  would  have  to  be  made  by  the 
manufacturers,  the  producers,  and  the 
importers  of  jewelry. 

The  average  cost  of  collection,  at  $1.50 
per  return,  would  be  something  like 
$5,400,000  if  the  returns  were  made  by  re¬ 
tailers,  whereas  if  the  returns  were  made 
by  the  manufacturers  the  cost  would  be 
something  like  $22,626. 

It  is  estimated  that  the  loss  by  reason 
of  inability  to  collect,  to  which  the  Sena¬ 
tor  from  South  Carolina  [Mr.  Smith]  has 
referred,  would  be  in  the  neighborhood  of 
$7,500,000  if  the  tax  were  paid  by  the 
retailers,  while  nothing  would  be  lest  if 
the  tax  were  paid  by  the  manufacturers. 

It  is  further  estimated,  based  upon  the 
volume  of  business  of  1941,  that  under 
the  bill  in  its  original  form  the  retailers 
would  sell  approximately  $500,000,000  of 
jewelry  and  with  the  rate  at  10  percent 
a  gross  tax  of  $50,000,000  would  be  re¬ 
ceived.  It  is  also  estimated  that  the 
manufacturers,  producers,  and  importers 
would  receive  for  the  volume  of  goods 
based  on  the  1941  base  the  sum  of  $280,- 
000,000.  Under  the  amendment  before 
us  a  15-percent  tax  would  raise  a  gross 
amount  of  $52,000,000  or  $2,000,000  more 
than  in  the  original  bill.  No  one  will 
challenge  the  fact  that  the  cost  of  col¬ 
lecting  the  tax  is  much  less  under  this 
amendment.  This  legislation  is  in  the 
interest  of  efficiency,  the  elimination  of 
chaos,  and  I  believe  the  return  of  more 
money. 

Mr.  GEORGE.  Mr.  President,  I  should 
be  glad  to  accept  the  amendment  if  I 
could.  I  think  I  should  explain  to  the 
Senate  why  I  cannot  accept  it. 

Originally  I  favored  a  manufacturers’ 
sales  tax  on  the  three  items  on  which  it 
is  proposed  to  impose  a  retail  tax,  namely, 
furs,  jewelry,  and  cosmetics.  I  hoped 
that  we  might  be  able  to  work  out  the 
problem  on  that  basis.  However,  I  am 
advised  by  the  Treasury  Department  that 
the  manufacturers’  tax  on  jewelry  would 
have  to  be  placed  at  23.3  percent  to  pro¬ 
duce  the  same  revenue  as  that  produced 
by  a  10-percent  retail  tax. 

Mr.  SMITH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  GEORGE.  I  yield. 

Mr.  SMITH.  What  is  the  reason,  if 
the  retailer  sells  jewelry  which  the 
wholesaler  sells  to  him?  Why  should  the 
tax  be  higher? 

Mr.  GEORGE.  The  manufacturer 
sells  the  jewelry  very  much  more  cheaply 
than  does  the  retailer.  That  is  the  main 
trouble.  There  is  a  tremendous  mark¬ 
up  in  jewelry.  If  a  manufacturer  adds  5 
cents  or  $5  to  a  particular  article  we  can 
be  perfectly  sure  that  it  will  be  marked 
up  in  some  instances  as  much  as  100  per¬ 
cent  when  the  consumer  buys  it.  The 
retailer  figures  his  percentage  on  the  total 
cost  of  his  stock. 

Mr.  TYDINGS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  GEORGE.  I  yield. 


Mr.  TYDINGS.  What  would  happen 
to  the  jewlery  already  manufactured  and 
in  the  possession  of  the  retailer?  Would 
that  escape  the  tax? 

Mr.  GEORGE.  It  would  escape  the 
tax  unless  we  impose  a  floor-stocks  tax. 

The  Treasury  Department  has  pointed 
out  another  serious  difficulty,  and  I  am 
referring  to  it  because  I  am  in  sympathy 
with  getting  rid  of  the  retail  tax.  I  think 
I  should  state  why  the  committee  as  a 
whole  was  not  able  to  do  what  it  really 
wanted  to  do  with  respect  to  these  three 
retail  taxes. 

Of  course,  many  jewelers  buy  stones 
and  rings  and  simply  insert  the  stones 
into  the  settings  and  have  the  completed 
articles.  Under  a  prior  tax  they  were 
held  by  the  Treasury  to  be  manufacturers 
or  producers,  and  it  is  difficult  for  the 
Treasury  to  ascertain  who  are  the  manu¬ 
facturers  thereof,  because  in  practically 
every  jewelry  shop  in  the  country  there 
is  some  production  of  jewelry. 

The  Treasury  advises  us  that  whole 
suitcases  filled  with  the  works  or  parts  of 
works  of  watches  have  been  brought  into 
the  country,  and  watchcases  have  then 
been  bought,  and  watches  and  parts  of 
watches  have  been  fitted  into  the  cases 
by  the  local  jewelers.  It  is  difficult  to 
police  these  transactions  and  to  get  the 
proper  tax. 

Mr.  SMITH.  Mr.  President,  accord¬ 
ing  to  that  argument,  every  time  a  man 
puts  a  tire  on  an  automobile  he  is  manu¬ 
facturing  an  automobile. 

Mr.  GEORGE.  No. 

Mr.  SMITH.  I  should  like  to  know 
why  not. 

Mr.  GEORGE.  He  might  be  repair¬ 
ing  it. 

Mr.  SMITH.  Yes:  but  when  a  stone  is 
put  in  a  ring,  the  ring  is  made  to  receive 
the  stone. 

Mr.  GEORGE.  Exactly;  and  the 
stone  is  worth  very  much  more  than  the 
ring,  and,  of  course,  both  of  them  to¬ 
gether  are  sold  for  more.  Moreover, 
there  are  a  great  number  of  second-hand 
stones  in  the  country.  These  are  com¬ 
peting  with  stones  actually  manufac¬ 
tured  or  imported  into  the  country. 

Mr.  SMITH.  Exactly;  and  when  I  put 
a  tire  on  my  automobile,  the  automobile 
is  worth  more  than  it  was  before  I  put 
on  the  tire. 

Mr.  GEORGE.  Mr.  President,  I  am 
calling  attention  to  the  facts  which  were 
presented  to  the  committee,  and  which 
persuaded  me  to  vote  contrary  to  the  way 
I  desired  to  vote.  The  Senate  may  vote 
as  it  pleases. 

Mr.  BROWN  and  Mr  BARKLEY  ad¬ 
dressed  the  chair. 

The  PRESIDING  OFFICER.  Does  the 
Senator  from  Georgia  yield,  and,  if  so,  to 
whom? 

Mr.  GEORGE.  I  yield  first  to  the 
Senator  from  Michigan,  and  then  I  will 
yield  to  the  Senator  from  Kentucky. 

Mr.  BROWN.  Mr.  President,  let  me 
say  first  that  there  was  submitted  to  the 
committee  an  amendment  which  it  seems 
to  me  would  cover  the  ruling  or  regula¬ 
tion  of  the  Treasury  construing  one  who 
attaches  a  diamond  to  a  ring  to  be  a 
manufacturer. 

It  appeared  to  me  that  that  ruling  was 
far  beyond  what  the  necessities  of  the 


case  required;  but  the  retail  jewelers  sub¬ 
mitted  this  suggestion  to  the  committee, 
and  I  am  wondering  if  the  Senator  from 
North  Carolina  would  consider  a  further 
modification  of  his  amendment  to  elimi¬ 
nate  the  objection  to  which  the  Senator 
from  Georgia  has  referred. 

The  language  proposed  to  be  added  at 
the  end  of  the  amendment  reads  as  fol¬ 
lows  : 

For  the  purpose  of  this  section,  a  retail 
jeweler  who  assembles  tw'o  or  more  com¬ 
pletely  finished  component  parts  of  jew¬ 
elry  upon  which  the  tax  has  been  paid  shall 
not  be  considered  to  be  a  manufacturer  or 
producer. 

I  think,  as  does  the  Senator  from 
Georgia,  that  unless  something  of  that 
kind  is  included,  a  large  number  of  re¬ 
tailers  might  be  construed  by  the  Treas¬ 
ury  Department,  in  view  of  the  Depart¬ 
ment’s  former  ruling,  to  be  manufac¬ 
turers;  and  certainly  in  no  ordinary 
sense  of  the  word  is  such  an  assembler  of 
goods  a  manufacturer. 

If  the  Senator  will  accept  that  amend¬ 
ment,  I  think  the  major  objection  which 
influenced  the  Finance  Committee  to 
vote  the  other  way  on  the  matter  will  be 
eliminated. 

Mr.  BAILEY.  Mr.  President,  I  have 
not  the  slightest  objection  to  the  amend¬ 
ment. 

Mr.  GEORGE.  Let  me  call  the  Sen¬ 
ator’s  attention  to  the  fact  that  the 
Treasury  insists  that  it  would  take  a  tax 
of  23.3  percent  to  produce  the  same  reve¬ 
nue,  while  the  loss  of  revenue  under  the 
amendment  would  be  about  $23,000,000. 

Mr.  WALLGREN.  Mr.  President,  will 
the  Senator  from  North  Carolina  yield? 

Mr.  BAILEY.  I  have  not  the  floor, 
but  I  wish  to  respond  to  the  Senator’s 
question. 

Mr.  GEORGE.  I  yield  to  the  Senator 
from  Washington. 

Mr.  WALLGREN.  Under  the  amend¬ 
ment  offered  by  the  Senator  from  North 
Carolina,  a  tax  on  precious  stones  and 
manufactured  articles  already  is  pro¬ 
vided.  Any  stone  that  is  manufactured 
must  first  be  cut;  and  when  it  is  cut  it 
becomes  a  manufactured  stone,  and 
thereby  subject  to  a  tax.  On  the  other 
hand,  a  manufacturer  of  a  ring  setting 
would  pay  a  tax  on  the  setting  under 
this  amendment.  Because  a  diamond 
setter  sets  a  diamond  into  a  ring  setting, 
should  he  be  asked  again  to  pay  a  tax  on 
the  finished  article,  when  a  tax  already 
has  been  paid  on  the  mounting  and  a 
tax  already  has  been  paid  on  the  stone? 

Mr.  BROWN.  That  would  be  covered 
by  the  language  I  read  to  the  Senator 
from  North  Carolina. 

Mr.  GEORGE.  There  is  no  manufac¬ 
turer’s  tax  on  jewelry. 

Mr.  WALLGREN.  But  the  committee 
amendment  provides  a  tax  on  precious 
stones  and  manufactured  articles. 

Mr.  GEORGE.  Not  a  manufacturer’s 
tax;  a  retail  tax.  It  is  proposed  now  to 
make  it  a  manufacturer’s  tax.  But 
second-hand  stones  and  stones  already 
manufactured  will  escape  the  tax. 

Mr.  BAILEY.  The  object  of  my 
amendment  was  to  impose  a  manufac¬ 
turer’s  tax. 

Mr.  GEORGE.  Yes;  I  so  understand. 
I  confess  sympathy  with  the  amendment, 
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as  I  see  it,  but  I  thought  I  should  state 
the  fact  that  over  $20,000,000  in  revenue 
will  be  lost  unless  we  impose  the  rate  at 
23.3  percent,  according  to  the  Treasury 
estimates 

Mr.  BARKLEY.  If  the  Senator  will 
yield,  in  response  to  the  statement  of  the 
Senator  from  Washington,  I  desire  to  say 
that  there  is  no  tax  on  the  manufacturer 
of  precious  stones. 

Mr.  WALLGREN.  But  such  a  tax  is 
proposed  in  the  committee  amendment. 

Mr.  BARKLEY.  But  it  is  a  tax  on  the 
retailer,  not  on  the  manufacturer;  so  in 
no  case  would  the  manufacturer  pay  a 
tax  on  a  precious  stone  as  such  before 
a  local  retailer  put  the  stone  in  a  mount¬ 
ing  and  thereby  produced  a  completed 
article.  So  the  Senator’s  suggestion  that 
the  tax  would  already  have  been  paid 
on  the  precious  stone  is  not  accurate 
because  the  amendment  provides  no  tax 
on  precious  stones  as  such  from  the 
manufacturer’s  standpoint. 

While  I  am  speaking,  if  the  Senator 
from  Georgia  will  permit  me,  let  me  say 
that  that  was  shown  to  the  Senate  Com¬ 
mittee  on  Finance,  and  that  is  why  the 
House  Committee  on  Ways  and  Means 
made  this  a  retail  tax  instead  of  a  manu¬ 
facturer’s  tax. 

Mr.  BROWN.  Mr.  President,  will  the 
Senator  yield  at  that  point? 

Mr.  GEORGE.  I  yield. 

Mr.  BROWN.  The  amendment  offered 
by  the  Senator  from  North  Carolina 
would  put  into  the  bill  language  which 
would  levy  an  importer’s  tax  on  goods 
sold  by  the  manufacturer.  I  read  from 
page  88: 

There  shall  be  imposed  on  the  following 
articles,  sold  by  the  manufacturer,  producer, 
or  importer,  a  tax — 

By  putting  in  the  amendment  offered 
by  the  Senator  from  North  Carolina 
there  would  be  imposed  a  tax  of  15  per¬ 
cent  on  the  diamond  brought  into  this 
country  by  an  importer. 

The  Senator’s  amendment  is  lifted 
out  of  the  retail  sales  tax  section  and 
put  into  the  manufacturer’s  tax  section. 

Mr.  BARKLEY.  Yes;  I  understand 
that. 

Mr.  BROWN.  And  the  tax  would  be 
imposed  there. 

Mr.  BARKLEY.  I  was  undertaking  to 
explain  why  the  House  committee,  the 
House,  and  the  Senate  committee  also 
made  an  exception  of  this  tax  and  made 
it  a  retail  tax  instead  of  a  manufac¬ 
turer’s  sales  tax,  on  the  ground,  as  the 
Senator  from  Georgia  has  stated,  that  it 
is  very  easy  for  the  retail  jeweler  who 
desires  to  do  so — I  would  not  make  this 
statement  applicable  to  all  or  even  to  a 
majority  of  retail  jewelers,  but,  unfor¬ 
tunately,  there  are  some  jewelers  in  some 
sections  of  the  country,  as  we  know,  who 
would  resort  to  the  device — to  purchase 
the  mounting  separately  and  purchase 
the  stone  separately,  and  I  have  been 
informed  by  men  who  know  that  in  cer¬ 
tain  sections  a  local  jeweler  might  go 
around  the  corner  to  someone  who  would 
put  the  stone  and  the  mounting  to¬ 
gether — he  is  not  a  manufacturer;  he 
does  not  pay  any  tax— and  bring  the 
article  back  to  the  retailer,  who  is  not  a 
manufacturer  because  he  has  not  put  it 
together,  who  sells  it.  By  that  sort  of  a 


device  they  can  escape  identification  to 
the  extent  that  nobody  pays  the  tax. 

Mr.  BROWN.  I  will  say  to  the  Senator 
the  tax  on  both  those  articles  would, 
under  the  language  on  page  88  in  the  bill, 
be  subject  to  a  tax.  It  reads: 

There  shall  be  imposed  on  the  following 
articles,  sold  by  the  manufacturer,  producer, 
or  importer,  a  tax — 

And  the  tax  is  set  forth. 

Mr.  BARKLEY.  Of  course,  that  would 
not  apply  to  second-hand  stones  which 
are  sold  in  large  quantities  either  after 
they  get  into  this  country  or  after  they 
have  been  produced  by  somebody. 

Mr.  BROWN.  I  say  that  the  tax 
would  be  paid  once  on  the  article,  and 
that  is  all  that  is  asked. 

Mr.  BARKLEY.  Of  course  the  main 
difficulty  arises  out  of  the  effort  to  iden¬ 
tify  and  thereby  tax  the  manufactured 
product  as  an  article  of  jewelry.  A  man 
may  buy  a  watch  case  and  may  buy  the 
mainspring  and  may  buy  all  the  parts 
separately,  then  put  them  together  as  a 
watch,  and  sell  the  watch  to  the  retailer. 
If  he  is  not  required  to  pay  the  tax,  or 
if  he  can  escape  the  tax,  as  a  manufac¬ 
turer,  on  the  ground  that  he  is  not  a 
manufacturer,  then,  he  escapes  the  tax 
and  nobody  pays  the  tax  at  all.  There 
will  be  undoubtedly  a  great  deal  of  money 
lost  in  revenue  in  that  way. 

Mr.  BROWN.  I  do  not  think  he  could 
escape  the  tax  unless  he  violated  the  law; 
and  I  think  we  can  stop  that. 

Mr.  GREEN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  BROWN.  I  yield. 

Mr.  GREEN.  I  understand  the 
amendment  suggested  by  the  Senator 
from  Michigan  assumes  that  the  sum 
total  of  the  tax  paid  on  the  component 
parts  is  to  be  equal  to  the  tax  paid  on  the 
finished  article.  But  is  that  so? 

Mr.  BROWN.  I  think  the  Senator 
makes  a  good  point.  Yes,  it  is  true  that 
the  article  would  be  worth  probably  a 
little  more  after  it  has  been  assembled. 

Mr.  GREEN.  Would  it  not  be  worth 
a  great  deal  more? 

Mr.  BROWN.  I  do  not  know  any  way 
we  can  get  at  that  except  by  a  retailer’s 
tax.  The  Senator’s  amendment  is  50 
percent  higher  as  a  manufacturer’s  tax 
than  was  the  retail-sales  tax  proposed 
by  the  bill,  and  that,  it  was  hoped,  would 
take  care  of  the  matter.  I  inquire  if  the 
Senator  from  North  Carolina  will  accept 
the  language  I  have  suggested? 

Mr.  BAILEY.  I  have  been  looking  for 
an  opportunity  to  do  so.  Will  the  Sena¬ 
tor  yield  to  me? 

Mr.  BROWN.  Yes. 

Mr.  BARKLEY.  Mr.  President,  will 
the  Senator  permit  me  to  read  a  para¬ 
graph  from  the  testimony  so  that  he  may 
comment  on  it  in  connection  with  this 
amendment? 

Mr.  BAILEY.  If  the  Senator  will  al¬ 
low  me  to  sit  down  while  he  reads,  I  shall 
be  glad  to  have  him  read  from  the  testi¬ 
mony. 

Mr.  BARKLEY.  Certainly.  This 
testimony  was  given  before  the  commit¬ 
tee  by  a  jeweler  by  the  name  of  Niemeyer. 
In  response  to  a  question  propounded  by 
the  Senator  from  Wisconsin  [Mr.  La  Fol- 
lette] : 


Senator  La  Follette.  Mr.  Niemeyer,  why 
has  it  proven  so  difficult  to  collect  this  tax 
in  this  particular  industry? 

Mr.  Niemeyer.  Because  the  retailer  be¬ 
comes  a  manufacturer,  and  the  importing 
situation  is  very  difficult.  For  example,  dia¬ 
monds  are  very  difficult  for  any  man  to 
identify  as  taxable  goods.  An  importer’s  dia¬ 
mond  was  taxable  and  a  man  who  did  not  im¬ 
port  a  diamond,  who  got  it  second-hand,  if 
you  please,  his  diamond  was  not  taxable. 
You  would  have  a  diamond  that  might  be 
worth  $500  in  one  case,  that  was  taxable,  that 
had  a  10-percent  tax  on  it,  and  a  diamond 
competing  with  it  that  was  not  taxable.  It 
was  very  difficult  for  the  Internal  Revenue 
Department  to  put  their  fingers  on  the  tax 
obligation  and  on  the  value. 

That  is  the  substance  of  the  represen¬ 
tation  made  by  the  Treasury  and  by  this 
man  who  is  familiar  with  the  jewelry 
business  as  the  reason  why  it  was  difficult 
to  trace  the  taxable  and  the  nontaxable 
article  or  one  that  had  been  taxed  and 
one  that  had  not  been  taxed. 

Mr.  BAILEY.  Mr.  President,  I  should 
like  to  make  a  brief  statement  and  come 
to  a  conclusion  of  this  matter.  I  am  ac¬ 
cepting  the  amendment  suggested  by  the 
junior  Senator  from  Michigan  and  desire 
to  have  it  incorporated  in  my  amend¬ 
ment.  I  ask  leave  of  the  Senate  to  in¬ 
corporate  the  language  he  has  suggested 
in  my  amendment. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  will  be  modi¬ 
fied  as  suggested. 

Mr.  BAILEY.  I  wish  to  say  a  word 
about  this  argument.  I  want  to  know 
who  levies  the  taxes  in  the  United  States 
of  America.  Is  it  done  by  the  Treasury 
Department  or  is  it  done  by  the  Con¬ 
gress?  I  have  heard  enough  about  “what 
the  Treasury  wants.”  I  grow  weary  with 
the  talk  here  about  “what  the  Treasury 
wants.”  I  know  what  the  Treasury 
wants.  It  wants  all  the  money  in  the 
United  States.  We  are  the  representa¬ 
tives  of  the  people;  we  are  elected  by  the 
people;  we  are  responsible  to  the  people; 
and  I  do  not  intend  to  let  the  head  of 
the  Treasury  Department  or  the  clerks  in 
the  Treasury  Department  assume  the 
prerogatives  vested  in  me,  because  they 
cannot  assume  the  responsibility.  If 
they  would  go  to  North  Carolina  and 
subject  themselves  to  a  vote  in  North 
Carolina,  I  would  feel  better  about  it. 

They  are  very  good  people,  very  re¬ 
spectable  people;  the  Government  is  a 
coordinate  government,  and  I  am  per¬ 
fectly  willing  to  work  with  the  executive 
department;  but  I  am  not  willing  to  have 
the  executive  department  of  the  United 
States  levy  taxes.  Taxes  are  levied  by 
the  Congress.  Revenue  bills  originate  in 
the  House  wholly  because  that  is  the  pop¬ 
ular  branch  of  the  Congress,  according  to 
the  Constitution,  and  the  Members  of  the 
House  are  frequently  elected,  which  is  for 
the  purpose  of  emphasizing  their  respon¬ 
sibility. 

If  the  Treasury  Department  officials 
should  talk  to  me  for  a  thousand  years 
they  could  not  convince  me  that  it  would 
not  be  less  expensive  to  the  Treasury  to 
collect  the  manufacturer’s  tax  than  it 
would  be  to  inspect  all  the  jewelry  stores 
in  the  United  States.  I  was  once  a  Treas¬ 
ury  official;  I  had  to  collect  “nuisance 
taxes,”  as  a  collector  of  customs  in  North 
Carolina,  in  the  days  of  Woodrow  Wilson, 
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and  I  know  what  it  was.  The  Treasury  is 
saying,  “Why,  somebody  will  beat  around 
this  tax.”  Well,  somebody  is  going  to 
“beat  around”  every  tax  we  levy.  The 
easiest  tax  on  earth  to  “beat  around”  is 
the  sales  tax,  but  the  Treasury  is  not 
saying  anything  about  that. 

I  am  advocating  this  tax  because  it  de¬ 
livers  the  people  from  a  pestiferous  nui¬ 
sance;  I  am  advocating  this  tax  because 
it  will  be  easy  for  the  Federal  Government 
to  collect  it  and  less  irritating  to  the 
people;  I  am  advocating  it  on  the  ground 
that  it  will  be  more  economical  to  collect 
it.  It  is  said  it  would  be  necessary  to 
make  the  rate  23  percent  wholesale  to 
equal  10-percent  tax  retail.  Well,  that  is 
a  guess.  I  heard  my  friend,  the  senior 
Senator  from  South  Carolina  [Mr. 
Smith],  say  that  whenever  he  went  into 
a  jewelry  store  he  felt  like  lifting  his 
hands  in  prayer  for  help.  I  wish  to  say 
to  him  he  ought  to  be  careful  with  whom 
he  goes  into  a  jewelry  store.  To  take  a 
very  pretty  lady  into  such  a  store  is  one 
thing,  but  to  go  in  by  one’s  self  is  all 
right.  I  will  say  that  in  behalf  of  my 
friend  from  South  Carolina. 

Mr.  President,  that  is  all  I  have  to  say 
about  it.  The  chairman  of  the  commit¬ 
tee  has  said  that  he  is  perfectly  willing 
for  the  Senate  to  pass  on  the  merits  of 
this  matter,  and  I  am  sure  I  am.  I  have 
the  responsibility  upon  me,  as  one  of  the 
representatives  elected  by  the  people.  I 
have  the  proper  respect,  I  hope,  for  the 
clerks,  the  agents,  the  deputies,  and  who¬ 
ever  they  may  be  in  the  Treasury  De¬ 
partment;  but  I  hope  that  the  Members 
of  the  Senate  will  exercise  their  judg¬ 
ment,  because  they  were  elected  to  do  so 
and  they  are  going  to  be  held  accountable. 
In  the  day  when  they  give  their  ac¬ 
counting  they  will  not  be  able  to  find 
anybody  in  the  Treasury  Department 
with  a  microscope.  So  I  ask  for  a  vote. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  the  amendment  of  the  Senator 
from  North  Carolina  [Mr.  Bailey],  as 
modified. 

The  amendment,  as  modified,  was 
agreed  to. _ 

Mr.  GUFFEY  obtained  the  floor. 

Mr.  BARKLEY.  Mr.  President - 

Mr.  GUFFEY.  I  was  going  to  offer  an 
amendment  but  I  yield  to  the  Senator 
from  Kentucky. 

Mr.  BARKLEY.  Mr.  President,  after 
consulting  with  the  Senator  from  Georgia 
[Mr.  George],  in  charge  of  the  bill,  I  wish 
to  advise  the  Senate  that  we  hope  to  sit 
until  we  have  disposed  of  the  tax  bill 
today.  There  are  a  few  more  amend¬ 
ments,  more  or  less  technical  in  nature. 
I  do  not  know  how  long  we  shall  take; 
but  I  ask  the  Senate  to  sit  here  until  we 
can  finish  the  bill,  so  that  we  may  ad¬ 
journ  over  at  least  until  Monday,  if  not 
until  Tuesday.  Otherwise,  we  shall  have 
to  have  a  session  tomorrow. 

Mr.  GUFFEY.  Mr.  President,  I  send 
to  the  desk  an  amendment  which  I  ask  to 
have  stated 

The  PRESIDING  OFFICER  (Mr.  Hill 
in  the  chair) .  The  amendment  offered 
by  the  Senator  from  Pennsylvania  will 
be  stated. 

The  Chief  Clerk.  On  page  70,  after 
line  11,  it  is  proposed  to  insert  the  fol¬ 
lowing: 


(f)  Exemption  of  school  entertainments. 
Section  1701  of  the  Internal  Revenue  Code, 
relating  to  exemption  from  admission  tax,  is 
amended  by  inserting  at  the  end  thereof  the 
following  new  subsection: 

(d)  School  entertainments.  Any  admission 
to  entertainments  conducted  by  public  or 
parochial  elementary  or  high  schools. 

Mr.  GEORGE.  Mr.  President,  there 
is  already  some  confusion  which  I  think 
ought  to  be  cleared  up  in  the  exemptions 
from  the  admissions  tax.  I  shall  be 
pleased  to  accept  this  amendment,  so 
that  in  conference  we  may  be  able  com¬ 
pletely  to  iron  cut  the  whole  situation, 
if  that  is  agreeable. 

Mr.  GUFFEY.  That  is  agreeable  to 
me. 

Mr.  BROWN.  Mr.  President,  before 
action  is  taken,  if  the  Senator  from 
Georgia  will  yield  to  me,  let  me  say  that 
as  the  situation  now  is,  with  the  accep¬ 
tance  of  the  amendment  offered  by  the 
Senator  from  Pennsylvania,  about  the 
only  matter  upon  which  the  conferees 
could  not  act  would  be  the  exemption  of 
entertainments  by  religious  institutions 
from  the  imposition  of  this  tax.  In  other 
words,  section  1701  as  it  now  is  would  be 
entirely  eliminated,  and  we  would  have 
an  exemption  of  entertainments  by 
parochial  and  public  schools,  agricultural 
fairs,  and  certain  other  kinds  of  enter¬ 
tainments;  but  the  Senator  from  Georgia 
and  the  other  Senate  conferees  would 
not  have  any  opportunity  to  act  with 
respect  to  a  matter  in  which  a  gocd  many 
of  us  have  an  interest,  and  that  is  the 
exemption  on  entertainments  by  religious 
institutions. 

As  the  Senator  recalls,  I  moved  in  the 
Finance  Committee  to  retain  the  exemp¬ 
tion  relative  to  entertainments  for  purely 
religious  purposes,  and  it  seemed  to  me 
that  the  only  way  in  which  the  matter 
could  be  left  in  conference  would  be  to 
eliminate  entirely  section  (d)  on  page  69 
of  the  bill.  By  so  doing,  the  entire  sub¬ 
ject  matter  would  be  open  for  action  by 
the  conferees. 

Mr.  GEORGE.  Mr.  President,  I  should 
not  be  averse  to  that.  I  think  the  matter 
should  be  considered  as  a  whole. 

Mr.  BROWN.  Then,  Mr.  President, 
I  move - 

Mr.  GEORGE.  Has  the  other  amend¬ 
ment  been  adopted? 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Pennsylvania  [Mr.  Guffey]  has  not  yet 
been  adopted. 

Mr.  GEORGE.  Let  us  act  on  that. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  offered  by  the 
Senator  from  Pennsylvania  is  agreed  to. 

The  Senator  from  Michigan  now  of¬ 
fers  an  amendment  which  will  be 
stated. 

Mr.  BROWN.  I  move  that  subsection 
(d),  relating  to  termination  of  exemp¬ 
tions  of  entertainments  by  charitable  or 
religious  institutions,  and  so  forth,  lines 
14  to  18  of  page  69  of  the  bill,  be  stricken 
out. 

Mr.  GEORGE.  I  have  no  objection  to 
that. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  offered  by  the 
Senator  from  Michigan  is  agreed  to. 


Mr.  BROWN.  I  hope  that  when  the 
conferees  consider  this  subject  matter 
they  will  give  due  consideration  to  re¬ 
taining  the  exemption  as  to  admissions 
to  purely  religious  entertainments. 

Mr.  HAYDEN.  Mr.  President,  late 
yesterday  afternoon  the  Senate  adopted 
an  amendment  offered  by  the  Senator 
from  Connecticut  [Mr.  Danaher],  which 
was  accepted  by  the  committee,  which 
had  the  effect  of  repealing  a  provision  in 
an  appropriation  bill  which  I  reported 
to  the  Senate,  and,  as  the  language  now 
stands,  clearly  leaves  a  very  difficult  sit¬ 
uation,  in  that  it  makes  $62,000,000 
available  for  any  purpose.  I  have  talked 
to  the  Senator  from  Connecticut  and 
agreed  with  him  and  the  committee;  and 
I  desire  to  offer  an  amendment  adding 
certain  words  at  the  end  of  the  Danaher 
amendment,  which  is  at  the  end  of  the 
bill. 

The  PRESIDING  OFFICER.  Without 
objection,  the  vote  whereby  the  amend¬ 
ment  of  the  Senator  from  Connecticut 
[Mr.  Danaher]  was  agreed  to  will  be 
reconsidered.  The  clerk  will  state  the 
amendment  offered  by  the  Senator  from 
Arizona  to  the  Danaher  amendment. 

The  Chief  Clerk.  At  the  end  of  the 
amendment  offered  by  Mr.  Danaher,  it  is 
proposed  to  insert  the  following  words: 

Inserting  in  said  act  the  words  ‘‘for  the  pur¬ 
poses  described  in  the  last  paragraph  of  the 
part  of  this  act  relating  to  the  Social  Secu¬ 
rity  Board.” 

Mr.  HAYDEN.  Mr.  President,  the  lan¬ 
guage  to  which  I  refer  now  reads: 

That  in  case  any  State  employment  serv¬ 
ice  is  found  unable  to  render  adequate  service 
in  connection  with  the  fulfillment  of  this 
program,  this  appropriation  shall  be  avail¬ 
able,  subject  to  the  approval  of  such  Admin¬ 
istrator,  for  maintenance  of  special  employ¬ 
ment  facilities  and  services. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  of  the  Senator 
from  Arizona  to  the  amendment  of  the 
Senator  from  Connecticut  is  agreed  to; 
and  the  amendment  of  the  Senator  from 
Connecticut,  as  modified  by  the  amend¬ 
ment  of  the  Senator  from  Arizona,  is 
agreed  to. 

Mr.  HAYDEN.  Mr.  President,  I  ask 
leave  to  insert  in  the  Record  a  memo¬ 
randum  in  regard  to  this  matter,  so  that 
when  it  goes  to  conference  it  may  be 
thoroughly  understood. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  memorandum  is  as  follows: 

MEMORANDUM  FROM  THE  SOCIAL  SECURITY 

BOARD  REGARDING  DANAHER  AMENDMENT  TO 

PENDING  TAX  BILL 

The  actual  effect  of  the  Danaher  amend¬ 
ment  is  far  from  clear  since  there  would 
still  remain  in  the  appropriation  bill  the 
following  language: 

"Provided  furtlier,  That  such  portion  of 
this  appropriation  as  may  be  necessary  shall 
be  available  to  the  Social  Security  Board  for 
all  necessary  expenses  incurred  by  the  Board, 
including  personal  services  in  the  District 
of  Columbia.” 

This  is  very  broad  language  to  be  used  in 
connection  with  an  appropriation  of  $62,- 
500,000. 

It  is  highly  desirable  that  the  Danaher 
amendment  be  eliminated.  However,  if  it 
is  not  eliminated,  it  certainly  ought  to  be 
clarified. 


7362 


CONGRESSIONAL  RECORD— SENATE 


September  5 


It  Is  very  essential  that  the  original  proviso 
In  the  appropriation  bill  be  retained  in  order 
that  the  national-defense  program  shall  not 
be  impaired  due  to  the  failure  of  the  public 
employment  office  system  to  function  prop¬ 
erly.  The  Social  Security  Board  makes  grants 
to  the  States  covering  approximately  95  per¬ 
cent  of  the  cost  of  administering  their  un¬ 
employment-compensation  laws,  which  cost 
includes  expenditures  for  the  maintenance  of 
a  public  employment  office  system.  The 
Beard  has  the  power  to  withhold  these  grants 
if  there  is  not  proper  and  efficient  adminis¬ 
tration  but  if  it  were  not  for  the  language 
contained  in  its  appropriation  bill  would  have 
no  power  to  operate  directly  a  public  em¬ 
ployment  office  system.  This  creates  a  very 
anomalous  and  serious  situation,  particularly 
because  of  the  absolute  necessity  for  the  con¬ 
tinuing  to  operate  a  public  employment  office 
system  in  every  single  State  as  a  part  of  a 
Nation-wide  employment  service. 

Because  of  a  conflict  between  the  Arizona 
law  and  the  Federal  Social  Security  Act  it 
has  been  necessary  for  the  Social  Security 
Board  to  assume  the  direct  operation  of  pub¬ 
lic  employment  offices  in  that  State.  The 
fact  that  the  Social  Security  Board  kept  in 
mind  the  State  interest  in  the  matter  is  evi¬ 
denced  by  the  attached  letter  which  the 
chairman  of  the  Employment  Security  Com¬ 
mission  of  Arizona  wrote  to  the  executive 
director  of  the  Social  Security  Board. 
Therefore,  there  is  every  reason  to  believe 
that  the  Social  Security  Board  in  taking  any 
action  necessary  to  expedite  the  national- 
defense  program  would  bear  in  mind  the 
State’s  interest. 

It  should  be  noted  Senator  Danaher  was 
mistaken  in  his  statement  that  the  proviso 
to  which  he  objects  was  substituted  in  lieu 
of  the  following  proviso  which  was  found  in 
the  1941  appropriation  bill: 

“Provided,  That  in  case  any  State  employ¬ 
ment  service  is  found  unable  to  render  ade¬ 
quate  service  in  connection  with  the  fulfill¬ 
ment  of  this  program,  this  appropriation  shall 
be  available,  subject  to  the  approval  of  such 
Administrator,  for  maintenance  of  special 
employment  facilities  and  services.” 

The  foregoing  language  is  also  contained 
verbatim  in  the  1942  appropriation  bill. 
However,  inasmuch  as  the  current  rate  of 
expenditure  of  the  Board  is  in  excess  of 
$1,500,000,  requiring  a  reduction  in  its  pres¬ 
ent  operations,  the  authority  granted  under 
that  section  is  of  no  practical  use. 

June  12,  1941. 

Hon.  Pat  McCarran, 

United  States  Senate, 

Washington,  D.  C. 

Dear  Senator  McCarran:  I  appreciate  very 
much  your  willingness  to  consider  the  pro¬ 
viso  which  I  discussed  with  you  this  morn¬ 
ing.  I  talked  with  Mr.  Smith,  as  suggested 
by  you,  and  he  asked  me  to  prepare  a  brief 
memorandum  for  him,  which  I  have  done.  I 
am  enclosing  copy  of  this  memorandum  for 
your  information. 

Sincerely  yours, 

A.  J.  Altmeyer,  Chairman. 

[Enclosure.] 

The  members  of  the  Office  of  Production 
Management,  the  Federal  Security  Adminis¬ 
trator,  the  Secretary  of  Labor,  and  the  Social 
Security  Board  concur  in  the  recommendation 
that  there  be  included  in  that  section  of 
H.  R.  4926  making  grants  to  States  for  un¬ 
employment  compensation  administration,  a 
proviso  to  the  effect  that  such  portion  of  this 
appropriation  as  may  be  necessary  shall  be 
made  available  to  the  Social  Security  Board 
for  the  operation  of  such  employment  office 
facilities  and  services  as  are  essential  to  ex¬ 
pediting  the  national-defense  program. 

Inasmuch  as  the  Federal  Government  al¬ 
ready  makes  grants  which  cover  practically 
100  percent  of  the  cost  of  administration  of 


unemployment  compensation  through  public 
employment  offices,  there  would  be  little  if 
any  increase  in  total  cost  to  the  Federal 
Government,  but  the  Federal  Government 
would  have  the  authority  to  pay  salaries  of 
employees  and  other  expenses  of  operation 
directly  instead  of  through  grants  to  the 
States  in  any  cases  where  that  was  deemed 
necessary.  This  authority  is  considered  neces¬ 
sary  in  order  to  make  certain  that  the  1,500 
employment  offices  shall  function  effectively 
and  expeditiously  as  a  Nation-wide  employ¬ 
ment  service  to  meet  the  increasing  labor 
shortages  which  are  affecting  the  national- 
defense  program. 

Somewhat  similar  language  is  already  con¬ 
tained  in  that  portion  of  the  bill  making  an 
appropriation  of  $1,500,000  to  the  Social  Se¬ 
curity  Board  for  the  selecting-  testing,  and 
placement  of  defense  workers.  However,  in¬ 
asmuch  as  the  current  rate  of  expenditure  of 
the  Board  is  in  excess  of  $1,500,000,  requir¬ 
ing  a  reduction  in  its  present  operations,  the 
authority  granted  under  that  section  is  of  no 
practical  use. 

The  President  has  approved  of  this  recom¬ 
mendation  as  essential  to  the  national-de¬ 
fense  program. 

Employment  Security  Com¬ 
mission  op  Arizona, 
Phoenix,  Ariz.,  July  30,  1941. 
Mr.  Oscar  M.  Powell, 

Executive  Director,  Social  Security 

Board,  Washington,  D.  C. 

Dear  Mr.  Powell:  On  behalf  of  the  Em¬ 
ployment  Security  Commission  of  Arizona,  I 
wish  to  express  to  you  our  genuine  apprecia¬ 
tion  for  the  cooperative  spirit  which  has 
prevailed  throughout  our  recent  negotiations 
to  find  a  way  in  which  to  continue  the  opera¬ 
tions  of  this  agency,  despite  the  apparently 
insurmountable  obstacles  presented  by  the 
provisions  of  recent  State  legislation. 

Your  sincere  desire  to  do  everything  within 
your  power  to  aid  our  State  in  finding  a  way 
out  of  its  dilemma  has  been  reflected,  with¬ 
out  exception,  in  the  actions  and  representa¬ 
tions  of  the  entire  staff  of  the  Social  Security 
Board,  which  has  so  conscientiously  and  com¬ 
petently  worked  out  the  details  of  the 
arrangement  under  which  this  commission 
has  been  enabled  to  continue  the  payment 
of  benefits  to  the  unemployed  of  Arizona. 

It  has  been  the  pleasure  of  the  commission 
members  to  work  directly  with  Messrs.  Law- 
son,  Dillingham,  Mangum,  Hunter,  Arneson, 
and  Collins,  and  we  have  nothing  but  the 
highest  commendation  for  the  manner  in 
which  they  have  carried  out  and  placed  into 
efficient  operation  an  extremely  delicate 
assignment. 

You  will,  I  am  sure,  be  pleased  to  know 
that  Governor  Osborn  has  ■  expressed  himself 
as  gratified  by  the  courteous  and  friendly 
attitude  of  those  charged  with  the  adminis¬ 
tration  of  the  Social  Security  Board,  United 
States  Employment  Service,  and  the  com¬ 
petence  they  have  already  exhibited  in  the 
operation  of  that  agency. 

With  cordial  good  wishes,  I  remain, 
Sincerely, 

Dean  S.  Sisk,  Chairman. 

Mr.  GEORGE.  Mr.  President,  I  have 
a  number  of  amendments  to  offer,  which 
will  not  take  very  long,  if  I  may  proceed 
with  them. 

Mr.  O’MAHONEY.  Mr.  President,  will 
the  Senator  yield  to  me  for  a  moment? 

Mr.  GEORGE.  I  yield  to  the  Senator 
from  Wyoming. 

Mr.  O’MAHONEY.  Mr.  President,  an 
examination  of  the  motor-vehicle  use  tax 
which  has  just  been  adopted  shows  that 
it  places  upon  the  Post  Office  Department 
a  great  deal  of  extra  work.  On  a  previ¬ 
ous  occasion,  when  in  the  adoption  of  the 
I  Social  Security  Act,  or  an  amendment 


thereto,  similar  work  was  placed  upon 
the  Post  Office  Department,  a  provision 
was  adopted  whereby  the  Post  Office  De¬ 
partment  could  be  reimbursed  for  the 
necessary  expenditures  involved  by  such 
increased  work.  I  have  discussed  with 
the  chairman  of  the  Finance  Committee 
an  amendment  which  I  shall  propose  to 
make  this  bill  uniform  with  the  other. 

I  offer  the  amendment  which  I  send  to 
the  desk  and  ask  to  have  stated. 

The  PRESIDING  OFFICER.  Does 
the  Senator  from  Georgia  yield  for  that 
purpose? 

Mr.  GEORGE.  I  yield  for  that  pur¬ 
pose.  There  is  no  objection  to  the 
amendment. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment  offered  by 
the  Senator  from  Wyoming. 

The  Chief  Clerk.  It  is  proposed  to 
insert,  at  the  proper  place  in  the  bill,  the 
following: 

The  Secretary  of  the  Treasury  is  hereby 
authorized  and  directed  to  advance  from 
time  to  time  to  the  Postmaster  General  such 
sums  as  the  Postmaster  General  may  show 
shall  be  required  for  the  expenses  of  the  Post 
Office  Department  in  performing,  in  the  Dis¬ 
trict  of  Columbia  and  elsewhere,  all  services 
required  by  this  section. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  is  agreed  to. 

Mr.  GEORGE.  Mr.  President,  yester¬ 
day  when  the  Senate  was  considering  the 
admissions  tax  I  think  a  number  of  mem¬ 
bers  of  the  Finance  Committee  believed 
that  by  disagreeing  to  the  Finance  Com¬ 
mittee  amendments  they  were  restoring 
the  action  taken  in  the  Finance  Commit¬ 
tee  before  the  15-percent  rate  was 
agreed  upon.  The  early  Finance  Com¬ 
mittee  action  was  to  impose  the  tax  on 
all  admissions  but  to  exempt  children 
when  the  amount  charged  was  less  than 
10  cents.  As  the  bill  now  stands,  all  ad¬ 
missions  of  less  than  10  cents  are  exempt. 

On  page  68,  lines  5  to  8, 1  ask  to  recon¬ 
sider  the  language  contained  in  those 
lines;  and  I  move  to  insert  in  lieu  thereof 
the  following  language: 

A  tax  of  1  cent  for  each  10  cents  or  frac¬ 
tion  thereof,  the  amount  paid  for  admis¬ 
sion  to  any  place,  including  admission  by 
season  ticket  or  subscription. 

Second,  I  move  to  insert  on  page  69, 
line  1,  after  the  period,  the  following: 

No  tax  shall  be  imposed  on  the  amount 
paid  for  the  admission  of  a  child  under  12 
years  of  age  if  the  amount  paid  is  less  than 
10  cents. 

And,  third,  I  move  to  agree  to  the  com¬ 
mittee  amendment  on  page  69,  lines  1  to 
4,  inclusive.  That  will  restore  the  ad¬ 
missions  tax  as  the  House  had  it  with 
the  following  exception  made  by  the 
Finance  Committee:  A  tax  would  be  im¬ 
posed  on  the  first  10  cents,  but  in  the 
case  of  children  under  12  years  of  age, 
there  would  be  no  tax  where  the  amount 
paid  was  less  than  10  cents. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendments  offered  by  the 
Senator  from  Georgia  are  agreed  to. 

Mr.  McFARLAND.  Mr.  President,  I 
wish  to  offer  an  amendment. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Chief  Clerk.  On  page  94.  it  is 
proposed  to  strike  out  lines  21  to  25,  in- 
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elusive,  and  on  page  95,  to  strike  out  lines 
1  to  4,  inclusive,  and  to  insert  in  lieu 
thereof  the  following: 

“(b)  Beauty  parlors,  etc.:  For  the  purposes 
of  subsection  (a)  the  sale  of  any  article  de¬ 
scribed  in  subsection  (a)  to  any  person  op¬ 
erating  a  barber  shop,  beauty  parlor,  or  simi¬ 
lar  establishment  shall  be  considered  a  sale 
at  retail;  resale  by  such  person  shall  be  sub¬ 
ject  to  tax  as  a  sale  at  retail,  but  there  shall 
be  credited  against  the  tax  payable  by  such 
person  with  respect  to  such  resale  the  amount 
of  tax  paid  on  the  sale  to  such  person. 

Mr.  GEORGE.  Mr.  President,  the 
amendment  has  been  considered,  and  it 
is  not  objectionable.  It  has  the  effect 
of  considering  a  sale  of  cosmetics  to  local 
barber  shops,  so  to  speak,  or  beauty  par¬ 
lors,  as  a  retail  sale.  This  is  to  prevent 
the  annoyance  of  beauty  parlors  or  bar¬ 
ber  shops  having  to  keep  records  to  ac¬ 
count  for  this  tax. 

The  PRESIDING  OFFICER.  The  ques¬ 
tion  is  on  agreeing  to  the  amendment. 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  Mr.  President,  I  have 
a  number  of  purely  administrative,  tech¬ 
nical  amendments. 

The  PRESIDING  OFFICER.  The  clerk 
will  state  the  first  amendment. 

The  Chief  Clerk.  On  page  62,  line  16, 
it  is  proposed  to  strike  out  “and  brandy” 
and  before  the  period  in  line  20,  insert: 
and  to  strike  out  “(except  brandy).” 

Mr.  GEORGE.  That  is  a  technical 
amendment. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  I  offer  another  amend¬ 
ment. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

Mr.  GEORGE.  The  amendment  which 
the  clerk  will  now  read  is  intended  to  put 
the  tax  on  brandy  floor  stocks  at  $1.25. 
This  is  the  difference  between  the  rate 
of  $2.75  under  existing  law  and  the  $4 
rate  under  the  bill. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Chief  Clerk.  On  page  63,  line  16, 
after  “$1”,  it  is  proposed  to  insert  “(ex¬ 
cept  that  in  the  case  of  brandy,  the  rate 
shall  be  $1.25).” 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  Mr.  President,  I  offer 
another  amendment,  which  speaks  for  it¬ 
self.  It  is  intended  to  make  certain  that 
the  general  news  ticker  service  is  classed 
as  part  of  the  general  press. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Chief  Clerk.  On  page  80,  lines  6, 
7,  and  8,  it  is  proposed  to  strike  out 
“news  ticker  services  furnishing  a  gen¬ 
eral  news  service  similar  to  that  con¬ 
tained  in  the  public  press.” 

The  PRESIDING  OFFICER.  In  order 
that  the  amendment  may  be  considered 
it  will  be  necessary  to  reconsider  the  vote 
by  which  the  committee  amendment  on 
page  80  was  agreed  to.  Without  objec¬ 
tion,  the  vote  by  which  the  amendment 
on  page  80,  line  3,  was  agreed  to  is  recon¬ 
sidered,  and  the  question  is  on  agreeing 
to  the  amendment  offered  by  the  Senator 


from  Georgia  to  the  amendment  of  the 
committee. 

The  amendment  to  the  amendment 
was  agreed  to. 

The  amendment  as  amended  was 
agreed  to. 

The  Chief  Clerk.  On  page  81,  lines  11 
and  12,  after  the  word  “press”,  it  is  pro¬ 
posed  to  insert  “,  or  a  news  ticker  service 
furnishing  a  general  news  service  similar 
to  that  of  the  public  press,”. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  Mr.  President,  I  offer 
another  amendment,  which  I  ask  to  have 
stated. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Chief  Clerk.  On  page  101,  after 
line  7,  it  is  proposed  to  insert: 

(d)  Credits,  and  tax  free  sales  of  automo¬ 
bile  radios:  Section  3403  (e) ,  section  3442,  sec¬ 
tion  3443  (a)  (1),  and  section  3444  (a)  (1) 
and  (2)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  tax  in  case  of  sale  of  tires  to  manufac¬ 
turers  of  automobiles,  etc.,  and  credit  on  sale) 
are  amended  by  striking  out  “tires  or  inner 
tubes”  wherever  appearing  therein  and  in¬ 
serting  “tires,  inner  tubes,  or  automobile 
radios”;  and  by  striking  out  “tire  or  inner 
tube”  wherever  appearing  therein  and  insert¬ 
ing  “tire,  inner  tube,  or  automobile  radio.” 

Mr.  GEORGE.  Mr.  President,  under 
the  manufacturers’  excise  tax  title  of  the 
Code,  when  a  taxable  article  is  sold  for 
use  in  the  manufacture  or  production 
of  another  taxable  article,  the  first  sale  is 
either  tax-exempt  or  a  credit  or  refund 
is  allowed  the  manufacturer  of  the  sec¬ 
ond  article.  The  only  exception  to  this  is 
in  the  case  of  sales  of  tires  and  inner 
tubes.  When  they  are  sold  by  the  man¬ 
ufacturer  of  tires  or  tubes  to  a  manufac¬ 
turer  of  automobiles  the  first  sale  is  tax¬ 
able  and  on  the  sale  of  the  automobile,  a 
credit  or  refund  is  made  on  account  of 
the  tire  or  tube  to  the  automobile  man¬ 
ufacturer  at  the  rate  of  tax  applicable  to 
automobiles.  This  is  done  for  the  reason 
that  the  tire  and  tube  rate  (approxi¬ 
mately  17V2  percent)  is  higher  than  the 
automobile  rate.  If  the  sale  by  the  tire 
manufacturer  to  the  automobile  manu¬ 
facturer  were  tax-free,  the  automobile 
manufacturer  would  be  in  effect  selling 
a  tire  or  tube  on  an  automobile  which 
would  be  taxed  at  a  less  rate  than  the 
sale  of  the  tire  or  tube  would  be  taxed 
if  taxed  separately. 

The  proposed  amendment  makes  the 
same  provisions  as  are  applicable  in  the 
case  of  tires  and  tubes  applicable  to  au¬ 
tomobile  radios  when  sold  to  automobile 
manufacturers  for  use  in  the  manufac¬ 
ture  of  automobiles.  The  reasons 
prompting  this  change  are  the  same  as 
those  in  case  of  tires  and  tubes.  Radios 
are  taxed  at  15  percent;  automobiles  at 
7  percent.  If  the  sale  from  radio  manu¬ 
facturer  to  car  manufacturer  were  tax- 
free,  then  when  the  automobile  was  sold 
with  the  radio  in  it  the  rate  of  tax  borne 
by  the  radio  would  be  only  7  percent. 
This  amendment  proposes  to  collect  that 
8-percent  difference  in  tax. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 


Mr.  GEORGE.  I  submit  another 
amendment,  and  before  it  is  stated  from 
the  desk,  I  should  like  to  make  a  state¬ 
ment. 

This  amendment  is  designed  first  to 
prevent  the  distribution  of  taxable  stock 
dividends  out  of  pre-1941  accumulated 
earnings  and  profits  from  constituting 
new  capital  solely  because  of  subsequent 
operating  losses  or  because  of  subse¬ 
quently  accumulated  but  undistributed 
earnings  and  profits,  and,  second,  to  pre¬ 
vent  money  or  property  paid  in  from  con¬ 
stituting  new  capital  if  such  money  or 
property  merely  takes  the  place  of  pre- 
1941  accumulated  earnings  and  profits 
previously  distributed  after  the  begin¬ 
ning  of  the  first  taxable  year  which  be¬ 
gins  after  December  31,  1940. 

It  will  be  remembered  that  a  liberaliz¬ 
ing  provision  has  been  made  in  the  bill 
allowing  a  credit  to  those  corporations 
operating  on  the  invested  capital  basis 
of  $1.25  for  each  dollar  of  new  capital 
invested.  This  is  an  amendment  which 
is  made  necessary  in  order  to  safeguard 
and  protect  the  Treasury. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Chief  Clerk.  On  page  47,  line 
13,  it  is  proposed  to  strike  out  the  quo¬ 
tation  marks,  and,  after  line  13,  to 
insert: 

(P)  Reduction  on  account  of  distributions 
out  of  pre-1941  accumulated  earnings  and 
profits:  The  new  capital  for  any  day  of  the 
taxable  year,  computed  without  the  applica¬ 
tion  of  subparagraph  (E),  shall  be  reduced 
by  the  amount  which,  after  the  beginning  of 
the  first  taxable  year  which  begins  after 
December  31,  1940,  has  been  distributed  out 
of  earnings  and  profits  accumulated  prior 
to  the  beginning  of  such  first  taxable  year. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  Mr.  President,  I  offer 
another  amendment,  which  merely 
strikes  out  lines  3  to  5,  on  page  93,  which 
is  made  proper  by  the  adoption  a  few 
moments  ago  of  another  amendment. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Chief  Clerk.  It  is  proposed  to 
strike  out  lines  3  to  5  on  page  93,  as 
follows : 

(b)  Exemption  if  article  taxable  as  jew¬ 
elry:  No  tax  shall  be  imposed  under  this 
section  on  any  article  taxable  under  section 
2400  (relating  to  jewelry  tax). 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

Mr.  GEORGE.  Mr.  President,  I  next 
offer  a  series  of  amendments,  which  I 
will  explain,  and  I  ask  that  the  reading  of 
the  amendments  be  dispensed  with. 

The  effective  date  of  the  excise  taxes 
has  been  changed  from  so  many  days 
after  the  effective  date  of  the  act  to  a 
definite  date. 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  the  reading  of  the  amend¬ 
ments  is  dispensed  with,  and,  without 
objection,  the  amendments  will  be  print¬ 
ed  in  the  Record  as  considered  and  as 
agreed  to. 
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The  amendments  referred  to  are  as 
follows: 

Page  83,  lines  2  and  3,  in  lieu  of  the  matter 
proposed  to  be  inserted  by  the  committee 
amendment,  insert  ‘‘October  1,  1941.” 

Page  83,  lines  11,  12,  and  13,  strike  out 
"the  first  day  of  the  first  month  which  begins 
more  than  10  days  after  the  date  of  the 
enactment  of  this  act”  and  insert  “October 
1,  1941.” 

Page  83,  line  18,  strike  out  “the  effective 
date  of  this  part”  and  insert  “October  1, 
1941.” 

Page  84,  line  3,  strike  out  “the  effective 
date  of”  and  strike  out  lines  4,  5,  and  6 
and  insert  “October  1,  1941,  and  the  provi¬ 
sions  of  such  subsection  before  its  amend¬ 
ment  by  section  548  shall  be  applicable  with 
respect  to  the  period  before  October  1,  1941.” 

Page  84,  lines  11  and  12,  strike  out  “the 
expiration  of  5  days  after  the  effective  date 
of  this  part”  and  insert  "October  5,  1941.” 

Page  84,  line  16,  strike  out  “such  effective 
dates”  and  insert  “October  6,  1941.” 

Page  84,  line  18,  strike  out  “such  effective 
date”  and  insert  “October  6,  1941.” 

Page  93,  lines  7  and  8,  strike  out  “the  effec¬ 
tive  date  of  part  V  of  title  V  of  the  Revenue 
Act  of  1941”  and  insert  "October  1,  1941.” 

Page  97,  lines  5  and  6,  in  lieu  of  the  mat¬ 
ter  proposed  to  be  inserted  by  the  committee 
amendment  insert  "October  1,  1941.” 

Page  99,  lines  11  and  12,  strike  out  “the 
effective  date  of  part  V  of  title  V  of  the 
Revenue  Act  of  1941”  and  insert  “October  1, 
1941.” 

Page  99,  line  16,  strike  out  “the  effective 
date  of  this  part”  and  insert  “October  1, 
1941.” 

Page  101,  lines  17,  18,  and  19,  strike  out 
“the  effective  date  of  part  V  of  title  V  of 
the  Revenue  Act  of  1941”  and  insert  “October 
1,  1941.” 

Page  106,  lines  6  and  7,  strike  out  “the 
effective  date  of  part  V  of  title  V  of  the 
Revenue  Act  of  1941”  and  insert  “October  1, 
1941.” 

Page  106,  lines  24  and  25,  strike  out  “the 
effective  date  of  part  V  of  title  V  of  the 
Revenue  Act  of  1941”  and  insert  “October  1, 
1941.” 

Page  113,  lines  16,  17,  and  18,  strike  out 
"the  first  day  of  the  first  month  which  be¬ 
gins  more  than  10  days  after  the  date  of 
the  enactment  of  this  act”  and  insert  “Octo¬ 
ber  1,  1941.” 

Mr.  GEORGE.  Mr.  President,  I  desire 
to  offer  one  amendment  which  is  not  a 
committee  amendment.  I  wish  to  be  en¬ 
tirely  fair  with  the  Senate  about  it.  I 
wish  the  Senate  to  know  what  I  am  offer¬ 
ing.  It  will  be  recalled  that  in  the  1940 
Excess-Profits  Tax  Act  we  provided  for 
the  amortization  of  new  plants  and  fa¬ 
cilities.  Among  the  provisions  was  one 
requiring,  first,  a  certificate  of  necessity, 
and  then  a  nonreimbursement  certificate. 
That  was  provided  in  section  124  (i)  of 
the  present  Internal  Revenue  Code;  and 
I  am  offering  this  amendment  for  the 
purpose  of  simplifying  a  condition  which 
has  become  tremendously  confused. 
Many  certificates  of  necessity  have  been 
issued,  but  those  who  have  gone  ahead 
and  made  additions  to  their  plants  have 
not  been  able  to  secure  the  second  cer¬ 
tificate.  The  Army,  Navy,  and  other  in¬ 
terested  agencies  of  Government  have 
been  trying  to  agree  on  some  amendment 
which  would  simplify  the  situation  and 
remove  the  confusion,  but  they  have  not 
been  able  to  reach  an  agreement.  I  wish 
to  offer  this  amendment  so  as  to  leave  the 
matter  open  for  consideration  in  confer¬ 
ence. 


Mr.  LA  FOLLETTE.  Mr.  President, 
will  the  Senator  yield? 

Mr.  GEORGE.  I  yield. 

Mr.  LA  FOLLETTE.  I  wish  to  plead 
with  the  Senator  not  to  offer  that 
amendment.  We  had  the  matter  up  in 
the  committee,  as  the  Senator  will  re¬ 
member.  As  the  Senator  states,  it  is  in 
disagreement.  It  involves  a  very  impor¬ 
tant  question,  and  we  acted  in  commit¬ 
tee  to  postpone  the  consideration  of  this 
matter  until  there  could  be  opportunity 
for  hearings,  and  a  chance  for  the  com¬ 
mittee  and  the  Senate  and  the  House 
to  understand  just  what  is  involved.  I 
plead  with  the  Senator  not  to  press  the 
amendment  at  this  time  because  it  deals 
with  a  very  important  subject.  It  in¬ 
volves  the  question  of  the  amortization 
of  hundreds  of  millions  of  dollars  worth 
of  plants  which  have  been  constructed, 
and  I  believe  that  it  would  be  very  un¬ 
fortunate  if  this  action  should  be  taken 
before  there  has  been  an  opportunity  at 
least  for  the  committee  to  go  into  the 
question,  and  to  understand  exactly  what 
is  being  done. 

Mr.  GEORGE.  Mr.  President,  my 
whole  purpose  was  to  have  the  matter 
open  in  conference  so  that  if  an  agree¬ 
ment  were  reached - 

Mr.  LA  FOLLETTE.  Mr.  President, 
with  all  due  respect  to  the  conference 
committee — and  I  have  great  respect  for 
both  the  House  conferees  and  the  Senate 
conferees — this  amendment  involves  a 
matter  of  public  policy  which,  it  seems 
to  me,  should  not  be  legislated  upon  in 
conference.  I  plead  with  the  Senator 
from  Georgia  not  to  press  that  amend¬ 
ment,  and  to  let  the  matter  take  its  due 
course  when  it  shall  have  been  properly 
considered  by  the  Congress,  because  lit¬ 
erally  hundreds  of  millions  of  dollars 
have  been  poured  out  of  the  Treasury  in 
the  construction  of  plants,  and  the  whole 
subject  matter  is  very  important  from  the 
standpoint  of  public  policy.  We  threshed 
the  matter  out,  as  the  Senator  remem¬ 
bers,  last  year,  and  now  the  various  agen¬ 
cies  administering  the  law  are  unable  to 
agree,  and  that  very  disagreement,  it 
seems  to  me,  is  an  indication  that  there 
should  be  full  congressional  considera¬ 
tion.  With  all  due  respect  to  the  mem¬ 
bers  of  the  conference  committee,  I  sug¬ 
gest  that  it  is  a  matter  of  legislation 
which  ought  not  to  be  handled  in  con¬ 
ference  exclusively. 

Mr.  GEORGE.  Mr.  President,  in  def¬ 
erence  to  the  Senator’s  request — he  is,  of 
course,  one  of  the  useful  members  of  the 
Finance  Committee  of  the  Senate — I  will 
not  press  the  amendment,  but  he  must 
realize  that  there  is  a  necessity  for  clear¬ 
ing  up  this  situation. 

Mr.  LA  FOLLETTE.  I  agree  with 
the  Senator  from  Georgia. 

Mr.  GEORGE.  Innumerable  persons 
have  been  asked  to  invest  in  new  enter¬ 
prises.  They  have  been  given  immedi¬ 
ately  a  certificate  of  necessity,  and  have 
gone  ahead,  but  thereafter  have  been 
wholly  unable  to  get  the  second  certifi¬ 
cate  of  nonreimbursement,  because  it  is 
actually  impossible  for  the  authorities 
to  issue  such  a  certificate  intelligently, 
and  entirely  truthfully,  in  my  judgment. 

Mr.  LA  FOLLETTE.  I  agree  with  the 
Senator  that  the  situation  should  be 


cleared  up,  and  I  shall  not  put  any  stone 
in  the  way  of  clearing  it  up,  but  because 
of  the  importance  of  the  matter  I  believe 
it  ought  to  go  through  the  regular  legis¬ 
lative  channels. 

Mr.  GEORGE.  I  will  not  press  the 
amendment,  Mr.  President. 

The  PRESIDING  OFFICER  (Mr.  Hill 
in  the  chair).  The  amendment  referred 
to  by  the  Senator  from  Georgia  is  with¬ 
drawn. 

Mr.  GEORGE.  Yes;  that  amendment 
is  withdrawn. 

Mr.  LEE.  Mr.  President,  I  move  that 
the  Senate  reconsider  the  vote  by  which 
the  amendment  to  protect  farm  com¬ 
modities,  offered  by  the  Senator  from 
Nebraska  [Mr.  Butler]  on  behalf  of 
himself  and  the  Senator  from  Alabama 
[Mr.  Bankhead]  and  the  Senator  from 
Mississippi  [Mr.  Eastland]  was  rejected, 
and  on  that  motion  I  ask  for  the  yeas 
and  nays. 

The  PRESIDING  OFFICER.  The 
Senator  from  Oklahoma  [Mr.  Lee]  moves 
that  the  Senate  reconsider  the  vote  by 
which  the  amendment  offered  by  the 
Senator  from  Nebraska  [Mr.  Butler]  for 
himself,  the  Senator  from  Alabama  [Mr. 
Bankhead],  and  the  Senator  from  Missis¬ 
sippi  [Mr.  Eastland],  was  rejected. 

Mr.  BARKLEY.  Mr.  President,  I  have 
no  intention  of  moving  that  the  motion 
be  tabled,  because  I  am  perfectly  willing 
to  have  the  Senate  pass  on  the  motion  to 
reconsider,  but  I  hope  that  it  will  not  be 
adopted  for  the  reason  stated  by  the  Sen¬ 
ator  from  Georgia  [Mr.  George]  when 
the  amendment  was  before  the  Senate 
awhile  ago.  After  full  discussion,  the 
Senate  voted  upon  the  amendment,  and 
while  the  vote  was  close,  the  amendment 
was  defeated. 

I  think  it  is  obvious  to  every  Senator 
that  this  amendment  really  ought  not  to 
be  put  into  a  tax  bill.  The  House  has 
served  notice  on  us  that  they  will  not 
agree  to  tariff  amendments,  and  I  think 
we  might  take  it  for  granted  in  advance 
that  this  amendment  would  have  to  go 
out  because  the  House  of  Representatives, 
and  its  Ways  and  Means  Committee,  and 
uniformly  its  conferees,  have  held  and 
taken  the  position,  with  some  justifica¬ 
tion,  that  the  House  is  the  tax-originating 
body  of  the  Congress  under  the  Constitu¬ 
tion,  and  that  a  tariff  bill  particularly  is 
within  the  exclusive  province  of  the  House 
of  Representatives  to  originate. 

An  amendment  such  as  this,  offered  on 
the  floor,  without  the  consideration  of 
the  committee,  gives  no  one  an  oppor¬ 
tunity  to  be  heard.  We  postponed  today 
an  important  amendment  adopted  by  the 
committee,  very  largely  because  it  was 
claimed  that  no  hearing  was  given  to 
those  interested  in  that  amendment.  I 
think  that,  on  the  whole,  was  a  wise  ac¬ 
tion  on  the  part  of  the  Finance  Commit¬ 
tee  and  the  Senate. 

Mr.  President,  no  one  knows  the  ef¬ 
fect  the  amendment  in  question  would 
have  if  it  were  adopted,  upon  our  defense 
program,  upon  the  industries  which  de¬ 
pend  upon  the  things  in  question  to  turn 
out  materials  for  our  defense  program. 
Senators  have  gone  on  record  on  the 
question  already,  and,  in  view  of  the  fact 
that  even  if  it  were  put  in  the  bill  on  the 
floor  unanimously  it  could  not  remain  in 
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the  bill  because  of  the  historic  attitude 
of  the  House  on  the  subject  of  putting 
tariff  legislation  on  a  tax  bill,  I  hope 
the  motion  of  the  Senator  from  Okla¬ 
homa  will  be  rejected. 

I  express  that  hope  for  another  rea¬ 
son.  If  we  are  to  open  up  the  bill  on  the 
floor,  without  hearings,  and  without  any 
investigation,  to  an  amendment  proposed 
at  the  last  minute  because  it  happened  to 
deal  with  a  tariff  on  something  in  which 
someone  is  particularly  interested,  we 
certainly  ought  to  have  given  an  oppor¬ 
tunity  for  anybody  else  who  had  a  tariff 
amendment  to  offer,  to  offer  it  and  to 
have  it  considered  by  the  committee 
which  deals  with  that  subject. 

Mr.  President,  I  realize  that  the  Sen¬ 
ator  from  Oklahoma  voted  against  the 
amendment.  He  has  the  right  to  make 
the  motion,  and  I  am  not  complaining 
about  that  at  all.  It  is  entirely  proper 
for  any  Senator  who  voted  on  the  pre¬ 
vailing  side  to  move  a  reconsideration  of 
the  vote.  However,  in  view  of  the  cer¬ 
tainty  that  it  cannot  be  retained  in  the 
bill  finally,  and  in  view  of  the  fact  that 
a  vote  has  already  been  had  upon  it,  I 
believe  that  the  Senate  should  not  recon¬ 
sider  the  vote. 

Mr.  LEE.  Mr.  President,  I  think  2 
years  ago  the  Senator  from  Texas  [Mr. 
Connally]  was  the  author  of  such  an 
amendment.  We  have  debated  the  pro¬ 
posal  today.  I  do  not  propose  to  continue 
the  debate.  I  know  what  is  involved  in 
the  amendment,  and  have  fought  for  it 
all  along. 

I  ask  for  the  yeas  and  nays  on  my 
motion. 

The  yeas  and  nays  were  ordered. 

Mr.  RUSSELL.  Mr.  President,  a  par¬ 
liamentary  inquiry. 

The  PRESIDING  OFFICER.  The 
Senator  will  state  it. 

Mr.  RUSSELL.  As  I  understand,  the 
question  is  on  the  reconsideration  of  the 
amendment  of  the  Senator  from  Ne- 
braska 

The’  PRESIDING  OFFICER.  The 
question  is  on  the  motion  of  the  Senator 
from  Oklahoma  [Mr.  Lee]  to  reconsider 
the  vote  by  which  the  amendment  offered 
by  the  Senator  from  Nebraska  [Mr. 
Butler]  on  behalf  of  himself,  the  Sena¬ 
tor  from  Alabama  [Mr.  Bankhead]  and 
the  Senator  from  Mississippi  [Mr.  East- 
land]  was  rejected.  Those  who  favor  re¬ 
consideration  of  the  question  should  vote 
“yea.”  Those  who  oppose  reconsidera¬ 
tion  should  vote  “nay.” 

Mr.  LUCAS.  I  suggest  the  absence  of 
a  auorum. 

the  PRESIDING  OFFICER.  The 
clerk  will  call  the  roll. 

The  Chief  Clerk  called  the  roll,  and 
the  following  Senators  answered  to  their 
names: 


Adams 

Byrd 

Hayden 

Andrews 

Capper 

Herring 

Austin 

Caraway 

Hill 

Bailey 

Clark,  Mo. 

Holman 

Bankhead 

Connally 

Hughes 

Barbour 

Danaher 

Johnson,  Colo, 

Barkley 

Downey 

Kilgore 

Bilbo 

Eastland 

La  Follette 

Brewster 

Ellender 

Langer 

Brooks 

George 

Lee 

Brown 

Gerry 

Lodge 

Bulow 

Gillette 

Lucas 

Bunker 

Green 

McCarran 

Burton 

Guffey 

McFarland 

Butler 

Hatch 

McNary 

Maloney 

Mead 

Nye 

O'Daniel 

O'Mahoney 

Overton 

Peace 

Radcliffe 


Rosier 

Russell 

Schwartz 

Smith 

Thomas,  Utah 
Tobey 
Truman 
Tunnell 


Tydings 

Vandenberg 

Van  Nuys 

Wallgren 

Wa'sh 

Wiley 


The  PRESIDING  OFFICER.  Sixty- 
seven  Senators  have  answered  to  their 
names.  A  quorum  is  present. 

Mr.  RUSSELL.  Mr.  President,  I  shall 
not  detain  the  Senate  by  any  discussion 
of  the  amendment.  Unfortunately,  I  was 
called  out  of  the  Chamber  a  few  moments 
before  the  vote  was  taken  when  the  ques¬ 
tion  was  first  presented  and  did  not  have 
an  opportunity  to  vote. 

However,  I  was  impressed  by  the  state¬ 
ment  of  the  majority  leader  that,  without 
regard  to  the  merits  of  the  amendment, 
the  Senate  should  vote  it  down  because  of 
the  fact  that  the  House  would  not  accept 
it.  I  do  not  think  that  that  is  a  cogent 
argument  against  this  amendment  or  any 
other  amendment.  It  may  be  that  the 
House  arrogates  to  itself  the  right  to  fix 
tariff  schedules;  but  certainly  the  Senate, 
as  a  coordinate  branch  of  the  Govern¬ 
ment,  has  the  right,  when  a  tax  bill  comes 
to  the  Senate  from  the  House,  to  offer,  to 
support,  and  to  send  back  to  the  House 
for  consideration  any  amendment  it  sees 
fit  relating  to  taxation,  whether  it  be  by 
way  of  tariff  or  otherwise.  The  fact  that 
some  Member  of  the  coordinate  branch 
of  the  Congress  may  have  served  notice 
that  he  will  not  accept  any  tariff  amend¬ 
ment  from  the  Senate  is  no  reason  for 
voting  against  this  proposal. 

Mr.  BARKLEY.  Mr.  President,  will 
the  Senator  yield? 

Mr.  RUSSELL.  I  yield. 

Mr.  BARKLEY.  I  was  merely  reiter¬ 
ating  one  of  the  very  strong  arguments 
made  by  the  Senator’s  colleague  [Mr. 
George]  when  the  amendment  was  before 
the  Senate  on  its  merits. 

Mr.  RUSSELL.  When  the  Senator 
from  Kentucky  refers  to  my  colleague  he 
quotes  a  very  much  better  authority  than 
he  usually  does.  Nevertheless,  I  cannot 
agree  with  him. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Oklahoma  [Mr.  Lee] 
to  reconsider  the  vote  by  which  the 
amendment  offered  by  the  Senator  from 
Nebraska  [Mr.  Butler]  for  himself,  the 
Senator  from  Alabama  [Mr.  Bankhead], 
and  the  Senator  from  Mississippi  l Mr. 
Eastland]  was  rejected.  On  this  ques¬ 
tion  the  yeas  and  nays  have  been  ordered, 
and  the  clerk  will  call  the  roll. 

The  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  HAYDEN  (when  his  name  was 
called).  Making  the  same  announce¬ 
ment  as  before  with  respect  to  my  pair,  I 
withhold  my  vote. 

Mr.  HOLMAN  (when  his  name  was 
called).  Making  the  same  explanation 
of  my  pair  and  its  transfer  which  I  made 
on  the  original  vote,  I  will  vote.  I  vote 
“yea.” 

Mr.  McNARY  (when  his  name  was 
called).  I  have  a  pair  with  the  senior 
Senator  from  Tennessee  [Mr.  McKel- 
larL  If  he  were  present  he  would  vote 
“nay.”  If  I  were  at  liberty  to  vote  I 
should  vote  “yea.” 


Mr.  NYE  (when  his  name  was  called) . 
On  this  question  I  have  a  pair  with  the 
senior  Senator  from  New  Jersey  [Mr. 
Smathers].  If  I  were  at  liberty  to  vote 
I  should  vote  “yea.”  I  understand  that 
if  the  Senator  from  New  Jersey  were 
present  he  would  vote  “nay.” 

Mr.  THOMAS  of  Utah  (when  his  name 
was  called) .  I  have  a  general  pair  with 
the  Senator  from  New  Hampshire  [Mr. 
Bridges],  I  transfer  that  pair  to  the 
Senator  from  Iowa  [Mr.  Herring]  and 
will  vote.  I  vote  “nay.” 

The  roll  call  was  concluded. 

Mr.  HILL.  I  announce  that  the  Sena¬ 
tor  from  Washington  [Mr.  Bone],  the 
Senator  from  Virginia  [Mr.  Glass],  the 
Senator  from  North  Carolina  [Mr.  Reyn¬ 
olds],  and  the  Senator  from  New  York 
[Mr.  Wagner]  are  absent  from  the  Senate 
because  of  illness. 

The  Senator  from  Kentucky  LMr. 
Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

The  Senator  from  Idaho  [Mr.  Clark], 
the  Senator  from  Iowa  [Mr.  Herring], 
the  Senator  from  New  Jersey  LMr. 
Smathers],  and  the  Senator  from  Arkan¬ 
sas  [Mr.  Spencer]  are  detained  on  busi¬ 
ness  in  various  Government  departments. 

The  Senator  from  New  Mexico  [Mr. 
Chavez],  the  Senators  from  Tennessee 
[Mr.  McKellar  and  Mr.  Stewart],  the 
Senator  from  Utah  [Mr.  Murdock],  the 
Senator  from  Florida  [Mr.  Pepper],  the 
Senator  from  Oklahoma  [Mr.  Thomas], 
the  Senator  from  Washington  [Mr. 
Wallgren],  and  the  Senator  from  Mon¬ 
tana  [Mr.  Wheeler]  are  necessarily  ab¬ 
sent. 

Mr.  AUSTIN.  The  Senator  from  Penn¬ 
sylvania  [Mr.  Davis]  is  absent  on  official 
business.  He  has  a  general  pair  with  the 
Senator  from  Kentucky  [Mr.  Chandler]. 

My  colleague  the  Senator  from  Ver¬ 
mont  [Mr.  Aiken]  is  paired  on  this  ques¬ 
tion  with  the  Senator  from  New  York 
[Mr.  Wagner],  If  present  my  colleague 
would  vote  “yea.”  He  is  absent  attend¬ 
ing  a  funeral. 

The  Senator  from  Indiana  [Mr.  Wil¬ 
lis]  has  a  general  pair  with  the  Senator 
from  New  Mexico  [Mr.  Chavez], 

The  Senator  from  Kansas  [Mr.  Reed] 
has  a  general  pair  with  the  Senator  from 
North  Carolina  [Mr.  Reynolds]. 

The  result  was  announced — yeas  30, 
nays  33,  as  follows: 

YEAS— 30 


Andrews 

Caraway 

Lee 

Austin 

Connally 

McCarran 

Bankhead 

Downey 

McFarland 

Bilbo 

Eastland 

O'Daniel 

Brewster 

Ellender 

Overton 

Brooks 

Hih 

Peace 

Bunker 

Holman 

Rosier 

Burton 

Johnson,  Colo. 

Russell 

Butler 

Kilgore 

Smith 

Capper 

Langer 

Wiley 

NAYS— 33 

Adams 

Gillette 

O'Mahoney 

Bailey 

Green 

Radcliffe 

Barbour 

Guffey 

Schwartz 

Barkley 

Hatch 

Thomas,  Utah 

Brown 

Hughes 

Tobey 

Bulow 

La  Follette 

Truman 

Byrd 

Lodge 

Tunnell 

Clark,  Mo. 

Lucas 

Tydings 

Danaher 

Maloney 

Vandenberg 

George 

Mead 

Van  Nuys 

Gerry 

Murray 

Walsh 
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NOT  VOTING— 33 


Aiken 

Ball 

Bone 

Bridges 
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So  Mr.  Lee’s  motion  to  reconsider  was 
rejected. 

Mr.  TYDINGS.  Mr.  President,  I  send 
to  the  desk  the  amendment,  which  I  ask 
to  have  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Maryland  will  be  stated. 

The  Chief  Clerk.  At  the  proper  place, 
it  is  proposed  to  insert: 

Section  533  is  amended  by  adding  the  fol¬ 
lowing  : 

(e)  Section  2800  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof 
a  new  subsection  lettered  (j)  reading  as 
follows : 

“(j)  The  Commissioner  shall,  upon  the 
filing  of  a  claim  therefor,  make  refund  of 
the  distilled  spirits  tax,  imposed  by  section 
(a)  (1)  hereof,  at  the  rate  of  $1  per  proof 
gallon,  to  any  person  who  subsequent  to 
the  effective  date  hereof  has  used  distilled 
spirits,  produced  in  a  domestic  registered  dis¬ 
tillery  or  industrial  alcohol  plant,  in  the 
manufacture  or  production  of  an  article  in¬ 
tended  for  use  for  nonbeverage  purposes, 
upon  proof  by  him  to  the  satisfaction  of  the 
Commissioner  that  such  distilled  spirits  (1) 
were  produced  in  a  domestic  registered  dis¬ 
tillery  or  industrial  alcohol  plant:  (2)  were 
fully  tax-paid;  (3)  were  used  by  him  in  the 
manufacture  or  production  of  an  article  in¬ 
tended  by  him  for  use  for  nonbeverage  pur¬ 
poses  and  such  article  was  sold  by  him  for 
such  purposes:  and  (4)  that  he  has  not 
shifted  to  others  to  any  extent  the  burden 
of  that  portion  of  the  tax  included  in  such 
claim  for  refund.  Such  claim  shall  be  filed 
with  the  Commissioner  within  90  days  from 
the  date  the  applicant  sells  the  product  for 
nonbeverage  purposes. 

“The  Commissioner,  with  the  approval  of 
the  Secretary,  is  authorized  to  make  such 
rules  and  regulations  as  may  be  necessary  to 
carry  out  the  provisions  of  this  subsection.” 


Mr.  TYDINGS.  Mr.  President,  a  brief 
explanation  of  the  amendment  is  that  it 
is  intended  to  put  the  increase  in  tax  on 
products  using  industrial  alcohol  which 
are  food  products  or  medicinal  products. 
That  is  all  there  is  to  the  amendment. 

The  Finance  Committee,  I  believe,  was 
inclined  to  adopt  the  amendment  when 
it  was  considered  there,  but  the  Treasury 
Department  pointed  out  that  it  would  be 
a  difficult  amendment  to  administer. 

Under  the  amendment  as  drawn  the 
tax  would  be  paid,  and  then  the  taxpayer 
would  be  permitted  to  file  an  application 
for  refund  if  ne  were  able  to  demonstrate 
that  the  alcohol  was  used  either  in  a  food 
or  in  a  medicinal  product. 

I  have  taken  up  the  amendment  with 
the  chairman  of  the  committee,  have 
worked  it  out  with  the  tax  experts,  and  I 
feel  that  the  amendment  has  merit,  aside 
from  their  approval. 

Mr.  CLARK  of  Missouri.  Mr.  Presi¬ 
dent,  will  the  Senator  yield? 

Mr.  TYDINGS.  I  will  yield  in  a  mo¬ 
ment.  Let  me  point  out  first  that  if  a 
man  were  to  buy  $1,254  worth  of  alcohol 
the  present  tax  on  it  would  be  $21,000. 


I  hold  in  my  hand  an  invoice  showing 
that  such  a  tax  has  already  been  paid. 

What  I  am  pointing  out  is  that  part  of 
the  alcohol  used  for  food  products  or 
medicinal  products  should  not  be  sub¬ 
jected  to  additional  tax,  but  let  the  pres¬ 
ent  tax,  which  Heaven  knows,  is  high 
enough,  stand. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amendment 
of  the  Senator  from  Maryland. 

The  amendment  was  agreed  to. 

Mr.  BROOKS.  Mr.  President,  I  was 
unavoidably  absent  when  the  amend¬ 
ment  with  reference  to  local  telephone 
service  was  agreed  to.  I  ask  unanimous 
consent  that  the  vote  by  which  the 
amendment  was  agreed  to  be  recon¬ 
sidered. 

The  PRESIDING  OFFICER.  The 
Senator  from  Illinois  asks  unanimous 
consent  that  the  vote  by  which  the 
amendment  with  reference  to  local  tele¬ 
phone  calls  was  agreed  to  be  reconsid¬ 
ered.  Without  objection,  the  vote  is  re¬ 
considered. 

Mr.  BROOKS.  Mr.  President,  I  de¬ 
sire  to  point  out  briefly  that  in  the  State 
of  Illinois  alone  there  are  between  900 
and  1,000  local  independent  telephone 
offices,  and  I  have  been  beseiged  by 
representatives  of  a  great  number  of 
them  who  ask  that  we  reject  the  Fi¬ 
nance  Committee  amendment  and  leave 
the  5-percent  tax  imposed  by  the  House. 
The  House  imposed  a  tax  of  5  percent 
on  all  local  calls.  The  Senate  increased 
it  to  10  percent. 

These  men  tell  me  they  are  having 
great  difficulty  and  for  a  number  of  years 
have  had  great  difficulty  in  holding  their 
subscribers.  Their  companies  are  not 
commercial,  in  the  sense  the  larger  com¬ 
panies  are,  and  they  ask  that  the  tax  of  5 
percent  be  allowed  to  stand  and  that  the 
increase  of  5  percent  on  purely  local  tele¬ 
phone  service  be  rejected. 

I  respectfully  submit  that  that  should 
be  done  by  the  Senate. 

Mr.  LODGE.  Mr.  President,  I  desire 
to  make  a  brief  statement  of  my  position 
on  the  bill  as  a  whole.  In  common  with 
many  Members  of  the  Senate,  I  cannot 
give  enthusiastic  support  to  the  pending 
measure  as  a  fair,  equitable,  and  just 
tax  act. 

The  senior  Senator  from  my  own  State 
sums  up  its  major  defects  with  these 
words: 

Its  revenue  yields  are  insufficient. 

It  affords  no  protection  against  inevitable 
inflation. 

It  does  not  prevent  excess  profits  from 
direct  Government  contracts. 

The  burden  of  this  bill  should  not  be  im¬ 
posed  until  substantial  economies  which  can 
admittedly  be  effected  are  compelled. 

With  all  this  I  heartily  concur. 

In  addition,  I  object  decidedly  to  the 
encroachment  of  the  Federal  Govern¬ 
ment  on  the  tax  resources  of  the  State 
field,  such  as  the  automobile  and  the  gas¬ 
oline  taxes. 

I  object  to  the  continuous  indirect  and 
direct  excises  and  levies  on  those  people 
who  are  least  able  to  pay. 

I  had  hoped  that  governmental  policies 
and  taxation  could  be  so  conducted  that 
a  simple  formula  might  have  been  de¬ 


signed  on  a  just  basis.  With  this  bill, 
with  our  tremendous  debt,  with  priorities 
in  materials,  and  a  bureaucratic  control 
of  normal  business,  I  fear  for  the  result 
in  the  future. 

Despite  its  weaknesses  and  its  faults,  I 
shall  vote  for  its  passage  solely  on  the 
practical  basis  that  the  Nation  needs  the 
revenue. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

Mr.  GEORGE.  Mr.  President,  I  hope 
the  proposal  of  the  Senator  from  Illinois 
will  not  be  accepted  by  the  Senate.  The 
Senate  increased  the  tax  on  local  tele¬ 
phone  bills  from  5  to  10  percent.  The 
House  placed  the  tax  at  5  percent. 
Therefore,  the  whole  question  is  in  con¬ 
ference,  and  ’f  there  has  been  any  lack 
of  consideration  given  to  it  there  will  be 
an  opportunity  in  conference  to  correct 
it.  The  Finance  Committee  increased  the 
House  rates  and  rearranged  the  section 
dealing  with  telephone  and  telegraph 
rates,  and  in  line  with  the  policy  adopted 
by  the  Finance  Committee  this  particu¬ 
lar  tax  was  increased.  It  does  not  raise 
a  great  deal  of  revenue,  but  involved  in 
it,  as  I  am  advised,  is  around  $5,000,000. 
Since  there  will  be  an  opportunity  in 
conference  to  correct  any  actual  inequity 
in  the  matter,  I  hope  the  proposal  of 
the  Senator  from  Illinois  will  not  be 
agreed  to. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment. 

The  amendment  was  agreed  to. 

Mr.  WALSH.  Mr.  President,  I  offer 
the  amendment  which  I  send  to  the  desk 
and  ask  to  have  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
Massachusetts  will  be  stated. 

The  Chief  Clerk.  On  page  123,  after 
line  18,  or  other  appropriate  place,  it  is 
proposed  to  insert  the  following  new 
section : 

Amendment  to  act  suspending  profit- 
limiting  provisions  of  Vinson  Act. 

Section  401  of  the  Second  Revenue  Act  of 
1940  is  amended  by  adding  at  the  end  thereof 
the  following  new  section :  “For  the  purposes 
of  this  section  a  contract  or  subcontract 
shall  be  deemed  to  be  completed  on  the  date 
on  which  final  delivery  and  acceptance  of 
the  vessel  or  other  article  specified  therein 
is  made.” 

Mr.  WALSH.  Mr.  President,  the 
chairman  of  the  Finance  Committee  and 
I  have  conferred  in  reference  to  this 
amendment,  and  I  believe  no  objection 
will  be  offered  to  it. 

Briefly  stated,  the  amendment  relates 
to  the  act  of  last  year  suspending  the 
profit-limiting  provisions  of  the  Vinson 
Act. 

There  are  three  alternative  positions 
that  can  be  taken  in  reference  to  deter¬ 
mining  when  a  contract  for  a  vessel  is 
completed. 

The  first  position  that  can  be  taken  is 
when  the  vessel  is  turned  over  to  naval 
officials,  uncompleted,  for  inspection  and 
test. 

The  second  is  when  the  completed  ves¬ 
sel  is  thereafter  delivered  to  the  Navy 
and  formally  accepted  by  the  Navy. 
That  is  what  this  amendment  does.  It 
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fixes  completion  as  the  time  when  the 
vessel  is  delivered  to  the  Navy  and  for¬ 
mally  accepted  by  the  Navy. 

Tiie  third  method,  which  is  not  in¬ 
volved  in  this  amendment,  is  when  final 
payment  is  made. 

This  amendment  seeks  to  define  the 
word  “completed”  in  the  manner  named. 

Mr.  GEORGE.  Mr.  President,  I  hardly 
believe  this  amendment  to  be  necessary; 
but  I  have  agreed  with  the  Senator  from 
Massachusetts  that  a  contract  certainly 
cannot  be  considered  as  completed  as 
long  as  some  part  of  the  work  which  the 
contract  requires  remains  to  be  done.  I 
think  the  amendment  might  well  be  ac¬ 
cepted,  so  that  that  question  will  be 
settled. 

The  PRESIDING  OFFICER.  Without 
objection,  the  amendment  offered  by  the 
Senator  from  Massachusetts  is  agreed  to. 

Mr.  GEORGE.  Mr.  President,  I  wish 
to  have  inserted  in  the  Record  a  brief 
statement  with  reference  to  the  majority 
report  made  upon  this  bill  by  the  Finance 
Committee. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  statement  is  as  follows: 

STATEMENT  BY  SENATOR  GEORGE 

Certain  figures  in  the  last  two  paragraphs 
on  page  41  of  the  Report  of  the  Committee 
on  Finance  on  the  revenue  bill  of  1941  are 
erroneous. 

It  is  desired  to  substitute  for  these  two 
paragraphs  the  following: 

“If  the  accumulated  earnings  and  profits 
of  corporation  Y  as  of  January  1,  1942,  are 
reduced  to  zero  due  to  the  stock  dividend 
distribution  of  $5,000  made  on  January  2, 
1941,  and  an  operating  deficit  of  $5,000  during 
the  taxable  year  1941,  the  new  capital  in¬ 
cludible  in  equity  invested  capital  as  of 
January  1.  1942,  would  remain  at  $5,000  under 
the  application  of  subparagraph  (E),  as 
shown  by  the  following  computation: 

“New  capital  as  of  January  1,  1942,  before 
application  of  subparagraph  (E),  $20,000, 
shall  not  be  more  than  the  excess  of  $45,000 
(total  capital  on  January  1,  1942,  before  add¬ 
ing  25  percent  under  section  718  (a)  (6)) 
over  $45,000  (total  capital  on  January  1, 
1941)  less  $5,000  (amount  by  which  the  ac¬ 
cumulated  earnings  and  profits  as  of  January 
1,  1941,  exceed  the  accumulated  earnings  and 
profits  (computed  without  regard  to  distribu¬ 
tions)  as  of  January  1,  1942),  or  the  new 
capital  cannot  exceed  $45,000  minus  $40,000 
($45,000  minus  $5,000),  or  $5,000.” 

Mr.  GEORGE.  Mr.  President,  I  fur¬ 
ther  ask  unanimous  consent — I  think  I 
might  as  well  do  it  at  this  time — that  in 
the  engrossment  of  the  bill  the  Secre¬ 
tary  of  the  Senate  be  authorized  to  make 
such  changes  in  section,  subsection,  and 
paragraph  numbers  and  letters  and 
cross-references  thereto  as  may  be  nec¬ 
essary  for  the  proper  numbering  and 
lettering  of  such  provisions,  and  to  make 
such  changes  in  the  table  of  contents  of 
the  bill  as  may  be  necessary  to  make  it 
conform  to  the  section  headings  of  the 
bill. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

Mr.  BAILEY.  Mr.  President,  I  send  to 
the  desk  an  amendment,  which  I  ask  to 
have  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
North  Carolina  will  be  stated. 


The  Chief  Clerk,  It  is  proposed  to 
insert,  at  the  appropriate  place  in  the 
bill,  the  following; 

Sec.  705.  Amendment  to  section  812,  Internal 
Revenue  Code. 

(a)  Subsection  (d)  of  section  812  of  the 
Internal  Revenue  Code,  relating  to  the  de¬ 
duction  for  charitable,  etc.,  bequests,  is 
amended  by  adding  the  following  new  sen¬ 
tence  : 

“The  amount  deductible  under  this  sub¬ 
section  shall  include  any  amount  falling  into 
a  devise  or  bequest  to  or  for  any  of  the 
designated  objects  and  uses,  as  the  result  of 
a  renunciation  or  disclaimer  of  a  devise,  be¬ 
quest,  or  legacy  by  another  beneficiary  under 
the  will  or  a  codicil  thereto.” 

(b)  The  amendment  made  by  subsection 
(a)  of  this  section  shall  be  applicable,  irre¬ 
spective  of  whether  the  decedent  died  before 
or  after  the  date  of  enactment  of  this  act. 

Mr.  BAILEY.  Mr.  President,  the 
amendment  is  technical  in  character. 
Its  purpose  is  clarification.  I  think  it 
squares  with  the  law  as  it  is.  I  have 
submitted  it  to  the  chairman  of  the 
Finance  Committee  of  the  Senate,  and 
have  said  to  him  that  I  would  not  press 
for  it  unless  it  were  agreeable  to  him.  I 
wish  it  to  go  in  the  bill  for  the  purposes 
of  conference.  If  it  needs  any  changes, 
the  changes  can  be  made  there;  but  the 
effect  of  the  amendment  is  this: 

The  Senator  from  Georgia  will  recall 
our  recent  conversation  about  a  question 
which  was  presented  to  me.  The  ques¬ 
tion  is  whether  there  is  any  possibility  of 
an  interpretation  of  section  812  (d)  of 
the  Internal  Revenue  Code  to  the  effect 
that  the  deduction  for  charitable  be¬ 
quests  excludes  property  passing  under  a 
residuary  bequest  to  charity  where  a  spe¬ 
cific  bequest  of  the  same  property  has 
been  renounced.  For  example,  a  will 
may  provide  for  a  specific  bequest  to  a 
designated  beneficiary,  the  residue  to  go 
to  charity.  The  designated  beneficiary 
renounces  the  bequest,  it  thereupon  falls 
into  the  residuary  bequest  to  charity, 
and,  as  a  result,  the  amount  actually 
going  to  charity  under  the  will  is  in¬ 
creased. 

I  have  examined  the  present  law  my¬ 
self  and  am  convinced  that  section  812 
(d)  is  applicable  to  the  entire  amount 
passing  to  charity.  At  the  same  time,  it 
may  be  well  to  have  the  statute  clarified 
and  to  provide  specifically  for  this  situa¬ 
tion.  Accordingly,  I  have  offered  an  ap¬ 
propriate  clarifying  amendment,  inter¬ 
preting  the  present  law.  I  urge  the 
chairman  of  the  Committee  on  Finance 
to  accept  it. 

I  shall  be  glad  to  hear  from  the  chair¬ 
man  of  the  committee  in  regard  to  this 
matter. 

Mr.  GEORGE.  I  will  repeat  to  the 
Senator  from  North  Carolina  that  I  see 
no  necessity  for  the  amendment.  It 
seems  clear  that  the  situation  he  has  de¬ 
scribed  is  adequately  covered  by  the 
present  law  and  that  the  entire  amount 
of  the  funds  ultimately  going  to  charity 
under  the  will  falls  within  the  deduction 
under  section  812  (d) .  Since  I  have  not 
had  an  opportunity  to  examine  the  mat¬ 
ter  fully,  however,  I  think  we  should  ac¬ 
cept  the  amendment  so  that  we  can  study 
the  problem  further.  If  we  become  sat¬ 
isfied  that  the  amendment  is  not  neces¬ 


sary,  the  amendment  can  be  rejected  in 
conference.  However,  if  further  study 
indicates  that  there  is  a  possible  am¬ 
biguity  in  the  statute,  I  shall  urge  the  ac¬ 
ceptance  of  the  amendment  in  order  to 
eliminate  all  possibility  of  a  contrary 
position.  Whether  the  decedent  died  be¬ 
fore  or  after  the  adoption  of  the  amend¬ 
ment,  there  should  be  no  doubt  as  to  the 
complete  deduction  under  the  present 
law.  The  donor  to  the  charity  is  in  fact 
the  giver  of  the  legacy  to  the  charity. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  North 
Carolina  [Mr.  Bailey], 

The  amendment  was  agreed  to. 

Mr.  BAILEY.  Mr.  President,  I  offer 
another  amendment  which  I  send  to  the 
desk  and  ask  to  have  stated. 

The  PRESIDING  OFFICER.  The 
amendment  offered  by  the  Senator  from 
North  Carolina  will  be  stated. 

The  Chief  Clerk.  At  the  appropriate 
place  in  the  bill  it  is  proposed  to  insert 
the  following: 

Sec.  — .  Nonrecognition  of  gain  in  certain 
debt  settlements. 

Section  111  (c)  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof 
the  following: 

“In  the  case  of  any  agreement  between 
debtor  and  creditor  under  which  property 
(other  than  money)  is  transferred  or  sur¬ 
rendered  by  the  debtor  to  the  creditor  in 
satisfaction  of  the  debtor’s  obligation,  no 
gain  shall  be  recognized  to  the  creditor  under 
this  chapter  or  any  prior  revenue  act. 
Wherever  the  preceding  sentence  is  applicable 
to  prevent  the  recognition  of  gain,  the  basis 
of  such  property  in  the  hands  of  the  creditor 
shall  be  the  same  as  the  basis  in  the  creditor’s 
hands  of  the  obligation  so  satisfied.” 

Mr.  BAILEY.  Mr.  President,  this 
amendment  also  is  technical.  I  have 
submitted  it  to  the  chairman  of  the  Com¬ 
mittee  on  Finance,  and  have  stated  to 
him  that  I  would  not  press  if  he  thought 
it  were  improper.  What  I  wish  is  to  get 
it  to  conference  in  order  that  it  may  be 
considered  there.  The  purpose  of  it  is  to 
permit  the  payment  of  a  debt  in  prop¬ 
erty — to  be  sure,  not  property  more  than 
the  debt,  but  property  reasonably  adjust¬ 
ed  to  the  debt.  If  I  am  a  debtor,  and 
somebody  pays  me  in  property,  I  .  really 
make  no  gain. 

That  is  the  effect  of  the  amendment.  I 
shall  be  glad  if  the  chairman  of  the  Fi¬ 
nance  Committee  will  comment  on  the 
matter. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
do  not  desire  to  interpose  against  the 
statement  of  the  chairman  of  the  com¬ 
mittee,  but  I  should  like  to  make  a  general 
statement  at  this  stage  of  the  proceedings. 

There  are  hundreds,  if  not  thousands, 
of  technical  amendments  to  the  tax  struc¬ 
ture,  many  of  which  have  considerable 
merit.  When  the  bill  was  under  consid¬ 
eration  in  the  Ways  and  Means  Commit¬ 
tee,  that  committee  took  the  position  that 
they  would  not  consider,  no  matter  what 
their  merit  might  be,  any  administrative 
amendments  which  did  not  bear  directly 
upon  the  substantive  changes  contem¬ 
plated  by  the  bill  under  consideration. 

When  the  measure  came  to  the  Sen¬ 
ate,  the  Committee  on  Finance,  having 
been  advised  of  the  position  taken  by  the 
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Ways  and  Means  Committee,  and  realiz¬ 
ing  full  well  that  the  conferees  on  the 
part  of  the  House  would  be  very  reluctant 
to  consider  any  administrative  changes 
which  they  had  not  had  under  considera¬ 
tion,  adopted  a  resolution  to  the  effect 
that  the  Finance  Committee  would  fol¬ 
low  the  same  rule. 

Whether  that  was  right  or  wrong,  that 
is  the  position  the  Finance  Committee 
took.  I  had  many  matters  brought  to 
my  attention  which  I  thought  had  great 
merit,  but  I  did  not  bring  them  before 
the  Finance  Committee  because  I  pre¬ 
sumed  that  the  policy  of  the  committee 
would  be  to  adhere  to  that  position.  For 
instance,  the  matter  suggested  by  the 
able  Senator  from  Colorado,  upon  which 
I  think  there  is  unanimous  agreement 
that  action  should  be  taken,  was  brought 
by  me  to  the  attention  of  the  committee. 
The  staff  of  the  Joint  Committee  on  In¬ 
ternal  Revenue  Taxation,  and,  so  far  as 
I  know,  every  member  of  the  Committee 
on  Finance,  believed  that  that  was  a 
sound  proposition,  and  that  something 
should  be  done  about  it,  but  we  deferred 
that,  along  with  hundreds  of  other  tech¬ 
nical  amendments,  until  such  time  as  the 
technical  amendment  bill  could  be  taken 
up  for  consideration. 

I  should  be  the  last  to  object  to  the 
Senate  considering  any  proposition  it 
desired  to  consider,  but  I  wish  to  clear 
my  own  skirts,  because,  as  I  have  said, 
many  propositions  were  brought  to  my 
attention  which  I  thought  had  great 
merit,  and  had  I  known  that  the  com¬ 
mittee  was  going  to  adopt  the  rule  to 
which  I  have  referred  only  in  order  to 
violate  it  when  the  bill  reached  the  floor, 
I  should  have  insisted  that  there  be  con¬ 
sideration  of  the  matters  which  I  felt 
had  merit. 

I  wish  to  say  that,  while  I  am  not  in¬ 
veighing  against  the  amendment  offered 
by  the  very  able  Senator  from  North 
Carolina,  so  far  as  its  merit  is  concerned, 
if  at  this  late  stage  of  the  proceedings 
we  are  to  enter  upon  the  business  of  re¬ 
vising  the  administrative  matters  which 
need  attention  in  the  revenue  structure, 
we  might  just  as  well  forget  passage  of 
the  bill  this  week  or  next  week,  or  this 
month  or  next  month,  because  there  will 
be  many  hundreds  of  amendments  which 
are  as  meritorious  as  any  which  have 
thus  far  been  considered  in  violation  of 
the  policy  adopted  by  the  committee. 

Mr.  BAILEY.  Mr.  President,  I  should 
like  to  have  a  statement  from  the  chair¬ 
man  of  the  Committee  on  Finance,  espe¬ 
cially  in  view  of  the  protest,  very  respect¬ 
ful,  to  which  I  do  not  object.  But  I  did 
not  think  we  were  placed  in  such  a  posi¬ 
tion  that  we  could  not  offer  amendments 
of  the  type  of  that  I  have  offered,  and  I 
d'd  not  offer  this  amendment  until  I  had 
shown  it  to  the  chairman  of  the  Com¬ 
mittee  on  Finance. 

Mr.  GEORGE.  Mr.  President,  the 
committee  did  at  an  early  date  in  the 
hearings  decide  that  it  would  not  take 
up  purely  administrative  or  technical 
amendments  which  did  not  relate  directly 
to  some  change  which  had  been  made  in 
relation  to  the  bill. 

In  some  instances  an  administrative 
amendment  such  as  the  one  offered  a 
little  while  ago  by  the  Senator  from 
North  Carolina  seemed  to  me  to  be  an 


amendment  of  substance,  and  not  purely 
administrative.  The  amendment  now 
offered  has  some  of  the  same  character¬ 
istics.  I  have  tried  to  be  consistent  in 
not  offering  administrative  amendments. 
I  did  not  have  any  success  in  dissuading 
the  able  Senator  from  Colorado,  because 
he  offered  his  amendment  anyway,  and 
it  was  finally  accepted.  I  did  try  to  dis¬ 
suade  him  as  well  as  I  could.  I  believe 
that  under  the  circumstances  it  would  be 
better  for  the  Senator  from  North  Caro¬ 
lina  not  to  press  his  amendment. 

Mr.  BAILEY.  Mr.  President,  agree¬ 
able  to  the  statement  with  which  I  be¬ 
gan,  I  shall  readily  withdraw  the 
amendment,  in  accordance  with  the  sug¬ 
gestion  of  the  chairman  of  the  Commit¬ 
tee  on  Finance. 

Mr.  ADAMS.  Mr.  President,  there  are 
many  of  us  who  have  not  had  the  privi¬ 
lege  of  attending  t.he  sessions  of  the 
Committee  on  Finance,  not  being  mem¬ 
bers,  though  very  much  interested  in 
sound  fiscal  legislation.  I  do  not  feel 
that  we  are  trespassing  upon  the  proprie¬ 
ties  if  an  amendment  is  offered  which  is 
conceived  to  be  a  meritorious  amend¬ 
ment,  even  though  it  should  be  of  a  type 
which  the  committee  itself  thought  they 
would  not  offer.  I  think  that  the  amend¬ 
ment  I  offered  was  entirely  wise.  More 
than  that,  I  think  it  is  almost  necessary. 
I  do  not  believe  that  amendments  from 
the  floor  on  the  part  of  those  who  have 
not  had  the  opportunity  of  participat¬ 
ing  in  the  committee  deliberations 
should  be  blacklisted  because  of  some 
rule  which  the  committee  made  for  its 
own  regulation. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
am  certain  there  was  nothing  in  any¬ 
thing  I  said  which  would  justify  the  re¬ 
marks  just  made  by  the  Senator  from 
Colorado.  I  wish  to  say  that  the  action 
of  the  Senate  in  accepting  the  adminis¬ 
trative  amendments  certainly  places 
members  of  the  Finance  Committee,  in 
view  of  the  action  taken  by  the  com¬ 
mittee,  in  a  very  anomalous  position,  be¬ 
cause  the  committee  once  having  de¬ 
cided  that  it  would  not  consider  this 
type  of  amendment,  it  became  necessary 
for  many  members  of  the  Committee  on 
Finance  to  inform  persons  who  came  for¬ 
ward  with  perfectly  legitimate,  sound 
amendments,  that  the  committee  had 
decided  that  they  would  not  give  them 
any  consideration  in  view  of  the  action 
of  the  House,  and  in  view  of  the  fact 
that  there  was  to  be  another  bill  which 
would  deal  exclusively  with  administra¬ 
tive  changes. 

I  simply  desired  to  state,  for  the  in¬ 
formation  of  the  Senate,  why  it  was  that 
the  Committee  on  Finance  did  not  con¬ 
sider  such  amendments,  no  matter  how 
meritorious  they  may  have  been,  in  order 
that  those  whom,  as  an  individual,  I  had 
informed  that  the  committee  would  not 
give  any  consideration  to  these  amend¬ 
ments,  might  understand  that  the  Sen¬ 
ate  had  reversed  the  committee.  The 
Senate  always  has  the  right  to  do  that, 
because,  of  course,  a  committee  is  only 
the  creature  of  the  body  which  creates 
it,  in  this  case  the  Senate  itself. 

Mr.  GEORGE.  Mr,  President,  I  think 
that,  generally  speaking,  it  will  be  found 
on  scrutiny  of  the  bill  that  we  have  ad¬ 
hered  to  this  general  policy,  I  can  fully 


appreciate  the  desire  of  many  Members 
of  the  Senate  to  offer  amendments. 
Several  have  been  suggested  to  me  which 
I  should  like  to  offer,  but  I  am  with¬ 
holding  them.  They  are  administrative 
in  character,  and  since  we  are  promised 
another  bill  very  shortly  in  which  such 
amendments  to  the  law  may  be  made,  I 
think  it  well  not  to  open  the  gate  any 
wider. 

There  is  one  other  amendment  which 
I  have  to  offer,  in  view  of  the  action 
taken  by  the  Senate  in  imposing  a  man¬ 
ufacturer’s  sales  tax  upon  jewelry.  It 
becomes  proper  to  impose  a  floor-stock 
tax  upon  jewelry. 

The  PRESIDING  OFFICER.  The 
clerk  will  state  the  amendment. 

The  Chief  Clerk.  It  is  proposed  to 
insert  at  the  proper  place  the  following: 

Upon  articles  subject  to  tax  under  this 
paragraph  which,  on  October  1,  1941,  are  held 
for  sale  by  any  person  there  shall  be  levied, 
assessed,  collected,  and  paid  a  floor-stocks  tax 
at  the  rate  of  15  percent  of  the  price  for 
which  such  articles  are  sold,  in  the  ordinary 
course  of  trade,  by  manufacturers  or  pro¬ 
ducers  thereof,  as  determined  by  the  Com¬ 
missioner. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment. 

The  amendment  was  agreed  to. 

The  PRESIDING  OFFICER.  The  bill 
is  open  to  further  amendment.  If  there 
be  no  further  amendment,  the  question 
is  on  the  engrossment  of  the  amendments 
and  the  third  reading  of  the  bill. 

Mr.  LA  FOLLETTE.  Mr.  President,  I 
do  not  wish  to  offer  any  further  amend¬ 
ment,  but  I  find  myself  in  such  a  position 
that  I  cannot  support  this  bill,  and,  there¬ 
fore,  although  I  would  naturally  be  af¬ 
forded  a  position  on  the  conference  com¬ 
mittee,  being  of  such  rank  in  the  minor¬ 
ity  representation  on  the  Finance  Com¬ 
mittee,  I  beg  to  be  relieved  of  such  duty, 
since  I  cannot  support  the  bill,  nor  can 
I  support  the  amendments  adopted  by  the 
majority  of  the  committee  and  the 
amendments  adopted  by  the  Senate.  In 
justification  for  this  extraordinary  posi¬ 
tion  which  I  take,  I  ask  unanimous  con¬ 
sent  that  the  individual  minority  views 
which  I  filed  on  the  bill  be  printed  in  j 
the  Record  at  this  point  in  body  type 
as  a  part  of  my  remarks. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 

The  individual  minority  views  of  Mr.  : 
La  Follette  (pt.  3,  Rept.  673)  are  as  fol¬ 
lows: 

Part  I.  Introduction 

The  pending  revenue  bill  as  reported 
to  the  Senate  is  a  vicious  assault  on  the 
rank-and-file  taxpayer.  It  is  inadequate,  ! 
inequitable,  and,  in  my  opinion,  indefen¬ 
sible.  It  conforms  to  no  standards  of 
justice  or  fairness.  It  “soaks”  the  poor 
while  confirming,  protecting,  and  en¬ 
trenching  the  corporate  wealth  and  power 
engendered  by  the  defense  program.  It 
levies  the  major  share  of  the  costs  of 
“all-out”  defense  on  those  who  have  the  j 
least  property  to  protect  and  those  who 
have  the  least  ability  to  pay. 

The  bill  is  a  hodge-podge  of  inconsis¬ 
tencies,  with  no  underlying  principle  of 
taxation  whatsoever,  except  that  like 
many  previous  tax  bills,  it  “plucks  the 
goose  that  squawks  the  least.”  Unfor- 
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tunately,  the  small  individual  taxpayer 
who  will  dig  deep  into  his  pockets  to  pay 
these  bills  has  not  made  himself  heard. 

TAX  YIELD  INADEQUATE 

Although  the  committee  tax  bill  is  the 
largest  in  our  history,  it  is  no  answer  to 
the  present  urgent  fiscal  situation.  The 
$3,600,000,000  are  hopelessly  inadequate 
in  the  face  of  a  fifty-  or  sixty-billion- 
dollar  defense  program,  a  $49,000,000,000 
national  debt,  and  a  probable  deficit  this 
fiscal  year,  over  and  above  this  tax  bill, 
of  more  than  $10,000,000,000. 

The  proposed  patchwork  on  the  present 
faulty  tax  structure  and  the  hiking  of 
present  rates  are  not  a  solution  to  the 
Government  fiscal  problems.  It  is  not 
commonly  appreciated  that  defense 
spending  has  created  an  extraordinary 
situation  which  must  be  met  by  extraor¬ 
dinary  taxation  not  only  as  to  degree  of 
taxation  but  also  as  to  kind  of  taxation. 
No  doubt  taxes  must  be  heavier;  but, 
more  than  that,  they  must  be  revised  so 
as  to  be  more  equitable  and  to  conform 
to  the  present  situation. 

EXCESS  PROFITS 

The  Government  is  pumping  billions  of 
defense  dollars  into  our  industrial  struc¬ 
ture.  Huge  profits  are  accruing  to  in¬ 
dustry.  Generally  speaking,  the  initial 
and  primary  beneficiaries  are  the  corpo¬ 
rations.  It  is  not  punitive  taxation — it  is 
just  good  common-sense  fiscal  policy 
supported  by  expert  economic,  as  well  as 
layman,  logic — that  a  lion’s  share  of  all 
excess  and  defense  profits  be  siphoned 
back  into  the  Government  Treasury.  To 
the  extent  that  such  profits  are  diverted 
from  the  general  income  stream,  the 
dangers  of  inflation  are  accordingly  re¬ 
duced. 

The  excess-profits  tax  should  be  a 
major  item  in  our  tax  structure.  Such  a 
tax  in  the  fiscal  year  1920  yielded  about 
45  percent  of  total  Federal  revenues.  In 
the  fiscal  year  1942  the  excess-profits  tax 
will  provide  less  than  7  percent  of  total 
Federal  revenue.  Even  with  the  full- 
year  effect  of  the  changes  proposed  new, 
less  than  15  percent  of  total  revenues 
Will  be  derived  from  the  excess-profits 
tax.  Of  course,  substantial  increases 
have  been  made  and  further  increases 
are  proposed  in  the  corporate  normal  tax 
and  surtax  rates,  but  the  entire  corporate 
share  of  taxes  is  still  far  below  the  World 
War  proportion.  Furthermore,  in  pe¬ 
riods  of  abnormal  profits  the  corporate- 
tax  burden  is  not  as  equitably  distributed 
by  normal  income  taxes  and  surtaxes  as 
by  an  excess-profits  tax. 

X.OWERED  INCOME-TAX  EXEMPTIONS  UNJUSTIFIED 

There  is  no  justification  whatsoever  in 
dipping  further  into  the  poor  man’s 
income — whether  by  hidden  excise  taxes 
or  lowered  income-tax  exemptions — if 
and  until  adequate  excess-profits  levies 
are  made  by  the  Government. 

During  the  Senate  debate  on  the  Sec¬ 
ond  Revenue  Act  of  1940,  cn  September 
13,  I  commented  as  follows: 

Taxation  levied  without  regard  to  ability 
to  pay  and  falling  heaviest  on  those  with 
least  ability  to  pay  has  been  increasing  con¬ 
stantly.  Such  was  the  case  when  we  con¬ 
sidered  the  first  tax  bill  during  the  present 
Session  of  Congress.  That  bill  further  in¬ 
creased  the  inequity  of  our  tax  structure. 
It  dumped  a  heavier  burden  on  the  backs 


of  the  plain  people  of  the  country  in  the 
form  of  increased  taxes  levied  without  re¬ 
gard  to  ability  to  pay.  Prior  to  the  enact¬ 
ment  of  the  first  revenue  bill  of  the  present 
session  of  Congress,  almost  $400,000,000  was 
collected  annually  from  the  manufacturers’ 
excise  taxes,  which  are,  in  the  last  analysis, 
passed  on  largely  to  the  consuming  public. 
The  bill  which  we  passed  in  June  increased 
these  nuisance  taxes  by  more  than  $140,- 
000,000. 

The  bill  as  passed  in  June  increased  cor¬ 
porate  taxes  only  17  percent,  as  compared 
with  a  35-percent  increase  in  the  yield  of 
excise  taxes  and  a  37-percent  increase  in  the 
yield  of  individual  income  taxes. 

I  have  been  an  advocate  of  broadening  the 
base  of  the  income  tax,  in  the  hope  that 
increased  revenue  derived  from  taxation 
levied  in  accordance  with  ability  to  pay 
would  enable  us  to  shift  some  of  the  crushing 
burden  of  indirect  nuisance  taxes,  which  are 
levied  without  regard  to  the  ability  of  the 
taxpayer  to  pay,  on  to  the  sound  principle 
of  graduated  taxes. 

But,  Mr.  President,  as  I  stated  during  the 
debate  on  the  revenue  bill  passed  in  June, 
I  saw  absolutely  no  justification  for  a  broad¬ 
ening  of  the  income-tax  base  at  the  same 
time  excise  taxes  and  direct  taxes  were  in¬ 
creased  by  such  enormous  percentages. 

On  June  19,  1940,  I  said  in  debate  on 
the  floor  of  the  Senate: 

As  the  chief  advocate  in  this  body  in  past 
years  for  broadening  the  income-tax  base, 
I  must  now  state  that  I  consider  it  is  a  gross 
inequity  to  the  low-income  taxpayers  to  ask 
them  to  increase  their  taxes,  and  at  the  same 
time  fail  to  ask  the  corporations,  which  are 
going  to  be  vastly  enriched  by  the  necessity 
for  national  rearmament,  to  carry  their  fair 
share  of  the  load,  according  to  their  ability. 

Now,  15  months  later,  the  situation  is 
even  worse. 

Marriner  S.  Eccles,  Chairman  of  the 
Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  writing  in  Fortune  maga¬ 
zine  for  August  1941,  states  the  entire 
thought  well  in  these  words: 

During  the  emergency  the  excess-profits 
tax  should,  in  my  opinion,  be  the  keystone  of 
a  well-balanced  tax  program.  Increased 
taxes,  however,  should  not  be  imposed  on  the 
great  numbers  of  small  business  concerns 
and  on  millions  of  individual  taxpayers  until 
they  have  been  given  every  reasonable  as¬ 
surance  that  the  funds  they  are  being  asked 
tc  provide  will  not  go  to  swell  the  profits  of 
wealthy  individuals  and  corporations. 

GENEROUS  TREATMENT  FOR  ESTATES  AND  GIFTS 

The  singularly  harsh  treatment  ac¬ 
corded  the  low-income  taxpayer  under 
the  committee  bill  is  entirely  reversed 
when  dealing  with  the  wealthy  taxpayer 
bequeathing  huge  estates  and  gifts.  Ex¬ 
ceptionally  generous  exemptions  of  $40,- 
000  are  allowed — 53  times  as  great  as  the 
exemption  for  a  single  man  under  the 
income-tax  recommendation — and  only 
moderate  rates  are  applied.  Although 
the  Treasury  Department  proposed  to 
lower  these  exemptions  to  $25,000,  nei¬ 
ther  the  House  Ways  and  Means 
Committee  nor  the  Senate  Finance 
Committee  would  concur. 

RODERT  M.  LA  FOLLETTE,  SR.,  IN  1917 

In  August  1917,  24  years  ago,  when  the 
Senate  of  the  United  States  was  debating 
the  first  real  World  War  revenue  bill,  my 
father  made  an  energetic  and  dramatic 
fight  for  a  fair  and  adequate  tax  pro¬ 
gram.  Recently,  when  rereading  the  mi¬ 
nority  report  he  submitted  to  the  Senate, 


I  was  highly  impressed  by  the  following 
excerpts  from  his  remarks.  In  my  opin¬ 
ion,  they  are  noteworthy  of  attention  in 
conection  with  the  present  bill.  They  are 
as  true  now  as  they  were  true  then. 

He  was  championing  a  new  tax 
theory — the  Federal  income  tax  was  only 
4  years  old — when  he  said: 

Complicated  as  is  the  subject  of  public 
finance,  there  are  certain  principles  and  cer¬ 
tain  truths  underlying  the  science  that  are 
self-evident.  Among  these  is  the  principle 
that  the  burden  of  taxation  should  be  appor¬ 
tioned  among  the  taxpayers  in  accordance 
with  their  ability  to  pay.  Another  is  that  in¬ 
come  or  profits  constitute  if  not  the  best,  at 
least  one  of  the  best  standards  by  which  to 
measure  ability  to  pay  *  *  *.  V/e  must 

look  to  the  income  tax  and  the  war-profits 
tax  to  maintain  the  credit  of  the  Nation  and 
make  it  possible  for  our  people  to  bear  the 
awful  burdens  of  this  war. 

In  answer  to  those  who  would  impose 
but  moderate  rates  on  excess  profits — 
and  there  are  some  who  take  the  same 
position  on  this  bill — my  father  used 
these  words: 

To  advocate  low  rates  at  present  on  war 
profits,  with  a  view  to  leaving  a  margin  for 
a  later  day,  is  to  leave  out  of  sight  the  fact 
that  this  prolific  source  of  revenue  will  auto¬ 
matically  disappear  with  the  end  of  the  war 
and  that  the  opportunity  to  tax  each  year’s 
profits  passes  with  the  year.  Failure  to  draw 
on  this  source  to  the  fullest  possible  extent 
while  the  war  lasts  will  therefore  result  in 
throwing  a  much  larger  burden  of  taxation 
upon  the  people  and  the  normal  industries  of 
the  country  at  a  time  when  the  easily  made 
war  profits  will  no  longer  be  available,  and 
when  business  of  the  country  will  be  stagger¬ 
ing  under  the  burden  of  readjustment. 

To  those  apprehensive  of  the  effects  of 
a  stiff  excess-profits  tax  he  directed  these 
words: 

Neither  the  war-profits  tax  nor  the  income 
tax  is  a  levy  on  capital.  Both  of  these  taxes 
are  levied  upon  extraordinary  and  unusual 
profits.  Even  if  they  absorbed  the  greater 
part  of  the  profits  of  individuals  such  taxes 
would  not  in  any  way  affect  the  income  of 
the  same  individual  the  next  year.  The 
capital  remains.  The  tax  does  not  impair 
the  earning  power  of  that  capital. 

With  respect  to  excise  and  nuisance 
taxes,  he  wrote: 

It  is  monstrously  unfair  to  tax  the  every¬ 
day  necessaries  of  the  average  man  and 
woman  to  pay  the  expenses  of  this  war,  in 
addition  to  commanding  their  services,  and 
the  lives  of  many  of  them,  and  of  their 
children,  so  long  as  the  above-mentioned 
swollen  and  abnormal  profits  are  not  taken — 
profits  which  the  war  has  created  and  which 
will  disappear  as  soon  as  the  war  ends. 
Every  dollar  of  the  above  profits  can  be  taken 
and  still  the  enormous  peacetime  profits  of 
these  and  other  great  corporations  will  not 
be  touched.  *  *  *  Will  anyone  contend 

that  the  necessaries  of  the  poor  shall  be 
taxed  so  long  as  these  enormous  war  profits 
remain  as  a  source  of  revenue? 

He  added  these  prophetic  words  about 
excise  taxes: 

Once  we  admit  that  excise  taxes  of  this 
sort  are  to  be  levied  at  all  at  this  time,  we 
will  find  them  mounting  with  every  increas¬ 
ing  tax  levy.  *  *  *  These  taxes  will  en¬ 
dure  after  the  period  of  the  war.  *  *  * 

Later,  it  will  be  these  consumption  taxes 
upon  the  necessaries  of  life  that  will  be 
drawn  upon  to  meet  the  needs  of  the  Gov¬ 
ernment.  It  is  both  unjust  and  unwise. 
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Part  II.  The  Tax  Structure:  Past,  Present, 
and  Proposed 

present  tax  structure  compared  with 

1917-20 

In  many  respects  the  present  fiscal  sit¬ 
uation  is  directly  parallel  with  the  World 
War  tax  problems  two  decades  ago.  The 
war  then  and  the  defense  program  now 
have  entailed  unprecedented  govern¬ 
mental  expenditures  which  in  turn  re¬ 
quire  unprecedented  general  taxation. 
Production  and  profits  have  soared.  Just 
as  in  World  War  No.  1,  the  Government  is 
struggling  to  bolster  the  Treasury  reve¬ 
nues  by  imposing  new  taxes. 

Of  course,  we  have  grown — about  30,- 
000,000  in  population.  Our  production 
has  doubled  and  our  national  income  has 
almost  doubled.  But  the  tax  picture  is 
much  the  same,  with  perhaps  this  single 
exception:  Our  national  debt  stood  at  one 
and  one-quarter  billion  dollars  in  1917. 
It  is  40  times  as  great  now.  This  back¬ 
log  of  debt  in  the  present  picture  more 
than  counterbalances  the  exigencies  of 
actual  war  in  the  past  picture. 

Most  everyone  will  agree  that  the  Gov¬ 
ernment  fiscal  policies  and  tax  program 
in  the  last  World  War  were  shockingly 
inadequate.  The  war-tax  policies — or 
lack  of  policies — permitted  the  accumu¬ 
lation  of  unconscionable  profits  for  indi¬ 
viduals  and  corporations.  The  war-tax 
policies  failed  to  arrest  inflation.  What¬ 
ever  other  shortcomings  existed,  it  is 
clear  that  the  Government  erred  on  the 
side  of  insufficient  taxation  of  war  profits. 

Despite  the  gross  inadequacy  of  the 
tax  structure  in  the  'World  War,  how 
dees  it  compare  with  the  present  tax 
structure? 

Table  1,  below,  is  an  abbreviated  state¬ 
ment  of  internal-revenue  receipts  for  the 
1820  and  1942  fiscal  years,  based  on  esti¬ 
mates  of  the  Treasury  Department.  The 
table  shows  that  the  over-all  tax  load 
has  increased  about  70  percent — sup¬ 
ported,  of  course,  as  previously  men¬ 
tioned,  by  a  larger  population,  a  larger 
production,  and  a  larger  national  income. 

The  most  significant  facts  to  note  from 
the  table  are  that  excise  taxes  have  al¬ 
most  tripled  and  individual  taxes  have 
more  than  doubled  while  corporation 
taxes  are  yielding  only  slightly  more  reve¬ 
nue  than  in  1920.  It  is  significant  to 
note,  too,  that  the  bulk  of  present  cor¬ 
porate  taxes  is  being  derived  from  the 
income  tax  instead  of  the  excess-profits 
tax  as  in  1920. 

All  indications  are  that  the  next  few 
years  will  be  banner  profit  years  for  most 
corporations.  Yet,  in  the  fiscal  year 
1942,  corporations  will  bear  only  about 
36.3  percent  of  the  Federal  tax  load,  as 
against  56.7  percent  borne  in  1820. 

Table  1. — Internal-revenue  receipts  by  major 
categories — Estimated  receipts  in  present 
fiscal  year  under  present  law  compared 
with  1920  tax  receipts 


[Millions  of  dollars] 


1920  ■ 

1942  2 

Total _ _ _ 

5.  736 

9,724 

Corporation  taxes  .  . 

3,252 

3,535 

Income 3 

653 

2,600 

93 

2,627 

679 

229 

Excess  profits 

Other 4 _ 

Table  1. — Internal-revenue  receipts  by  major 
categories — Estimated  receipts  in  present 
fiscal  year  under  present  law  compared  with 
1920  tax  receipts — Continued 


1920 

1942 

Individual  taxes..... _ _ _ 

1,232 

2,  529 

Income3 _ _ 

1, 128 
104 

2,078 

451 

Estate  and  gift _ 

Excise  and  pay-roll  taxes _ 

Tobacco  and  liquor . 

1,252 

3,660 

435 

268 

549 

1, 563 
676 
429 
992 

Manufacturers’  excises _ 

Other  miscellaneous  taxes _ 

Social  security,  etc . . 

1  Fiscal  year  reports  of  the  Government  for  1918-24  do 
not  show  separately  the  various  categories  of  income-tax 
collections.  Hence,  the  calendar  year  income  basis  as 
reported  in  the  Treasury  Department’s  Statistics  of 
Income  is  used  here. 

2  Treasury  Department  estimates  as  revised  June  1, 
1941. 

3  Include,  a  relatively  small  amount  collected  from 
back  taxes. 

4  Includes  the  capital-stock  tax  and  the  declared-value 
excess-profits  tax. 

recent  trends  in  federal  taxation 

Despite  all  the  vaunted  statements  in 
recent  years  in  behalf  of  taxation  based 
on  the  principle  of  ability  to  pay,  it  is  a 
hard,  cold  fact  that  the  Federal  tax 
structure  has  steadily  become  and  more 
regressive  and  more  and  more  burden¬ 
some  to  the  common  man.  Tables  2  and 
3  are  clear-cut  proof  of  the  trend  in  the 
last  15  years. 

As  shown  by  table  2,  excise  taxes  have 
steadily  grown.  In  the  fiscal  year  1940 
the  total  collected  in  this  manner  was 
almost  fivefold  that  collected  from  the 
same  source  in  1927.  Despite  the  fact 
that  the  aggregate  tax  burden  had  in¬ 
creased  almost  85  percent  in  1940  over 
1927,  corporations  in  1940  fiscal  year  paid 
a  less  dollar  amount  in  taxes  in  1940  than 
in  1927. 

As  shown  by  table  3,  corporation  taxes 
comprised  about  46  percent  of  total  reve¬ 
nues  in  1927;  40  percent  in  1932;  26  per¬ 
cent  in  1937;  and  only  24  percent  in  1940. 
On  the  other  hand,  excise  and  pay-roll 
taxes  constituted  about  19  percent  of 
total  Federal  revenues  in  1927;  29  percent 
in  1932;  44  percent  in  1937;  and  51  per¬ 
cent  in  1940.  Even  with  the  exclusion  of 
social-security  taxes,  the  percentages  of 
the  latter  2  years  are  high — 38  and  35 
percent,  respectively. 

Table  2. — Internal  revenue  receipts  by  major 

categories — Receipts  in  fiscal  year  1927, 

1932,  1937,  and  1940 


IMillions  of  dollars] 


1927 

1932 

1937 

1940 

Total . 

2,866 

1,558 

4,  653 

5,  303 

Corporation  taxes _ 

1,317 

630 

1,219 

1,  276 

Income  1 _ 

1,  308 

630 

1,057 

1,117 

9 

162 

159 

Individual  taxes _ 

1,011 

474 

1,397 

1,346 

Income  1 _ _ 

911 

427 

1,  092 

986 

Estate  and  gift _ 

100 

47 

305 

360 

Excise  and  pay-roll  taxes. 

538 

454 

2,  037 

2,681 

Tobacco  and  liquor.. 

397 

407 

1, 146 

1,  232 

Manufacturers’  ex- 

cises . . 

67 

451 

447 

Other  miscellaneous 

taxes . 

74 

47 

175 

170 

Social  security,  etc... 

265 

832 

1  Includes  a  relatively  small  amount  collected  from 
back  taxes. 

2  Includes  the  capital-stock  tax  and  the  declared-value 
excess-profits  tax. 


Table  3. — Percentage  distribution  of  internal- 
revenue  receipts  by  major  categories,  fiscal 
years  1927,  1932,  1937,  and  1940 


1927 

1932 

1937 

1940 

Per ■ 

Per - 

Per - 

Per- 

cent 

cent 

cent 

cent 

Total. . 

100.0 

100.0 

100.0 

100.0 

Corporation  taxes . 

46.0 

40.4 

26.2 

24.1 

Individual  taxes _ 

35.3 

30.5 

30.0 

25.4 

Excise  and  pay-roll  taxes. 

18.7 

29.1 

43.8 

50.5 

Excluding  social  se¬ 
curity _ _ 

38.1 

34.9 

The  preceding  tables  illustrate  well  the 
comparative  trends  as  between  corpora¬ 
tion  taxes  and  excise  taxes.  It  is  some¬ 
what  difficult,  however,  from  those  ta¬ 
bles  to  discern  the  comparative  trends 
between  individual  and  corporate  taxes 
because  both  have  become  a  relatively 
smaller  part  of  total  Federal  revenues 
while  excise  taxes  have  skyrocketed. 

An  interesting  comparison  on  a  differ¬ 
ent  basis  can  be  made  from  a  table 
adapted  from  the  1940  Annual  Report  of 
the  Treasury  Department,  in  which  Fed¬ 
eral  tax  liabilities  are  estimated  under 
certain  assumed  conditions.  For  one  set 
of  estimates,  column  1,  it  is  assumed 
that  the  tax  structure  of  May  1932  is  in 
effect  in  the  calendar  year  1941 — that  is, 
at  that  level  of  income;  column  2  is 
under  the  assumption  the  tax  structure 
of  July  1932  is  in  effect;  column  3,  the 
tax  structure  of  December  1940. 

As  can  be  observed  from  the  following 
table  and  the  percentages  calculated 
therefrom,  Federal  taxes  on  individuals 
have  increased  substantially  more  than 
on  corporations.  The  Revenue  Act  of 
1932  was  especially  bad  in  this  respect. 
Table  4. — Estimated  Federal  tax  liabilities 1 
for  calendar  year  1941,  based  on  the  tax 
structures  of  (1)  May  1932,  (2)  immedi¬ 
ately  following  the  passage  of  the  Revenue 
Act  of  1932,  and  (3)  December  1940  (tax 
base  assumed  to  be  independent  of  tax 
structure ) 


]In  millions  of  dollars] 


Under  laws— 

(1) 

(2) 

(3) 

Tax  group 

Of  May  1932 
immediately 
preceding 
the  passage 
of  the  Reve¬ 
nue  Act  of 
1932 

Of  July  1932 
immediately 
following 
passage  of 
Revenue  Act 
of  1932 

Of 

Dec. 

31, 

1940 

Individual  income, 

estates,  and  gifts 
Corporate  income 

594 

1,308 

2,230 

1,277 

1,594 

3,723 

1  Source:  1940  Annual  Report,  Treasury  Department, 
p.  3. 


Table  5. — Percentage  increases — tax  structure 
after  Revenue  Act  of  1932  compared  with 
structure  immediately  preceding  and  tax 
structure  of  December  1940  compared  with 
each 


Percentage  increase 

(2)  over  (1) 

(3)  over  (1) 

Individual  income,  estates, 

Percent 

Percent 

and  gifts . .  .  .. 

+120 

+275 

Corporate  income  and  profits.. 

+25 

+1S2 

1941 
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YIELDS  OF  THE  FRESENT  TAX  STRUCTURE  COM¬ 
PARED  WITH  YIELDS  UNDER  THE  PROPOSED 

COMMITTEE  BILL 

To  complete  this  series  of  comparisons 
made  on  the  basis  of  the  relative  burden 
on  the  various  kinds  of  taxpayers  a  com¬ 
parison  should  be  made  of  the  present 
tax  structure  and  the  structure  as  it  will 
be  under  the  committee  bill.  Tables  6 
and  7  make  that  comparison  on  a  basis 
comparable  with  previous  tables. 

It  should  be  noted  that  both  sets  of  esti¬ 
mates  on  table  6  are  based  on  fiscal  year 
1942  level  of  income  and  that  both  are 
hypothetical  years  in  that  they  represent 
full-year  effects.  In  such  respect  they 
differ  from  estimated  actual  receipts  (as 
shown  on  table  1).  For  example,  about 
$679,000,000  will  be  collected  in  excess- 
profits  taxes  in  the  fiscal  year  1942. 
However,  the  full-year  tax  liability  on 
1942  levels  of  income  would  be  $1,026,- 
000,000.  Similarly,  under  the  proposed 
bill,  the  hypothetical  full-year  effect  is 
estimated  to  be  $2,156,000,000  from  ex¬ 
cess-profits  taxes,  but,  according  to  the 
Treasury,  only  about  45  percent  of  the 
additional  amount  under  this  bill  would 
be  collected  in  the  next  fiscal  year. 

An  examination  of  tables  6  and  7  shows 
that  an  inordinate  increase  is  proposed 
in  individual  income  taxes  contrasted 
with  corporation  taxes;  in  fact,  the  cor¬ 
porate  share  of  total  Federal  taxes  is 
actually  reduced  from  40.4  percent  of 
the  total  to  39.6  percent.  The  share  to 
be  borne  by  individual  taxes  is  increased 
from  25.7  to  28.5  percent.  Excluding  the 


1  See  footnote  on  table  1. 

All  of  these  statistics  merely  go  to  prove 
two  facts  which  are  almost  self-evident 
without  a  recital  of  detailed  statistics; 

1.  The  present  tax  structure  is  inequit¬ 
able. 

2.  The  committee  bill  will  make  it 
worse. 

Part  III.  Defects  in  the  Committee  Bill  in 
the  Taxation  of  Excess  Profits 

In  my  opinion,  the  most  serious  defect 
of  the  committee  bill  is  the  failure  to  tax 
excess  profits  adequately  or  fairly.  De¬ 
spite  persistent  and  cogent  recommenda¬ 
tions  of  the  Treasury  Department  that 
the  entire  method  of  taxing  excess  profits 
be  overhauled,  the  committee  bill  makes 
no  fundamental  corrections  in  the  pres¬ 
ent  law,  nor  even  recognizes  the  short¬ 
comings  evidenced  during  the  first  year 
of  operation. 

Corporations  prosperous  during  the 
base  period  are  still  not  required  to  pay 
taxes  commensurate  with  their  ability  to 
pay  and  commensurate  with  a  fair  and 


social-security  tax  (which  as  yet  has  not 
been  increased),  the  share  borne  by  ex¬ 
cise  taxes  is  increased  from  24.7  to  25.0 
percent. 

Table  6. — Internal-revenue  receipts  by  major 
categories — estimated  receipts  under  pres¬ 
ent  law  compared  with  estimated  receipts 
under  Finance  Committee  bill  ( hypotheti¬ 
cal  full-year  yields  at  levels  of  income  esti¬ 
mated  for  fiscal  year  1942) 


[Millions  ol  dollars] 


Present 
law  1 

Under  new 
bill 2 

Total. . 

10.  793 

1 4,  4S6 

Corporation  taxes _ 

4,359 

5,738 

Income  3 . . 

3,099 

3,363 

Excess  profits . 

1,  026 

2, 156 

Other  4. . 

234 

219 

Individual  taxes . 

2,  774 

4, 129 

Income  3 . . . . 

2,323 

3,520 

Estate  and  girt _ 

451 

009 

Excise  and  pay-roll  taxes . 

3,  CC0 

4,  619 

Tobacco  and  liquor _ 

1,  563 

1,701 

Manufacturers’  excises _ 

C76 

966 

Other  miscellaneous  taxes. 

429 

960 

Social  security,  etc _ 

192 

992 

1  Differs  from  estimates  of  receipts  in  1942  fiscal  year 
insofar  as  tbe  full  effects  of  the  2  revenue  acts  on  1940 
are  not  reflected  in  the  fiscal  year  estimates  of  come 
and  excess-profits  taxes,  etc.  Compare  with  1942  fiscal- 
year  estimates  under  present  law  in  table  1. 

2  Assuming  that  all  provisions  of  the  law  were  fully 
reflected  in  receipts  for  an  entire  year. 

3  Includes  a  relatively  small  amount  collected  from 
back  taxes. 

4  Includes  the  capital-stock  tax  and  the  declared-value 
excess-profits  tax. 


reasonable  rate  of  return.  Other  cor¬ 
porations  which  have  profited  very  sub¬ 
stantially,  and  directly,  from  Government 
spending  are  not  contributing  their  fair 
share. 

previous  efforts  to  secure  an  adequate  tax 

Last  year,  during  the  consideration  of 
both  the  first  and  second  Revenue  Acts 
of  1940, 1  made  a  strenuous  effort  to  gain 
congressional  approval  of  an  excess- 
profits  tax  based  solely  on  invested  capi¬ 
tal.  Although  the  Senate  approved  my 
plan,  41  to  31,  in  June  1940,  it  was  elim¬ 
inated  in  conference  with  the  declaration 
that  an  excess-profits  tax  would  be  en¬ 
acted  later.  A  miserable  compromise  tax 
plan  was  adopted  a  few  months  later.  In 
September  when  the  bill  was  under  con¬ 
sideration  by  the  Senate,  I  submitted  a 
minority  report  explaining  my  opposition 
to  the  compromise  excess-profits  tax. 

The  objections  I  raised  then  are  appli¬ 
cable  now,  with  greater  force.  I  quote 
at  length  from  the  report  because  I  be¬ 


lieve  the  arguments  are  unanswerable — 
in  fact,  already  vindicated  in  many  re¬ 
spects  after  1  year’s  operation  under  the 
present  law: 

Tlie  Finance  Committee  has  reported  a 
highly  objectionable  tax  bill  to  the  Senate. 
*  *  *  It  violates  every  principle  of  sound 

tax  theory. 

THE  BILL  IS  BASED  ON  A  CONFUSED  AND  UNSOUND 
THEORY  OF  EXCESS  PROFITS 

The  President,  in  his  message  to  Congress 
on  July  1,  1940,  urged  that  Congress  enact 
an  excess-profits  tax  to  help  pay  for  the  de¬ 
fense  program  because,  “it  is  our  duty  to 
see  that  the  burden  is  equitably  distributed 
according  to  ability  to  pay  so  that  a  few  do 
not  gain  from  the  sacrifices  of  the  many.” 
Yet  this  bill  is  not  based  on  any  principle  of 
ability  to  pay.  Apparently  it  intends  to  tax 
merely  the  extra  profits  due  to  the  defense 
expenditures — “defense  profits”  rather  than 
“excess  profits.” 

The  so-called  earnings  method  of  the  bill  is 
supposed  to  measure  defense  profits  directly. 
Earnings  in  the  taxable  year  are  compared 
with  earnings  in  the  base  period  and  the  in¬ 
crease,  if  any,  is  called  excess.  Two  basic 
assumptions  are  involved  which  are  not  true 
in  a  large  percentage  of  cases:  First,  that  the 
earnings  during  the  base  period  are  normal. 
Second,  that  the  increase  is  excess  or  due 
to  defense  expenditures.  Actually,  with  re¬ 
spect  to  the  former,  a  base  period  that  is 
normal  for  corporations  as  a  whole  is  almost 
invariably  abnormal  in  varying  degrees  for 
corporations  individually.  With  respect  to 
the  latter,  there  is  no  reasonable  assurance 
that  the  increase  is  excess,  or  due  to  defense 
expenditures. 

Witness  after  witness  testified  before  the 
Ways  and  Means  and  Finance  Committees 
that  their  earnings  were  abnormal  during  the 
base  period  or  that  increased  earnings  had 
nothing  whatsoever  to  do  with  the  defense 
program.  Obviously,  the  bill  exempts  large 
amounts  of  defense  profits  and  taxes  large 
amounts  of  nondefense  profits  without  any 
recognition  of  the  sound  principle  of  ability 
to  pay. 

Furthermore,  there  is  no  satisfactory  way 
of  distinguishing  between  defense  profits  and 
other  profits.  No  chemical  test  can  be  applied 
to  make  a  precise  separation.  Dollars  lose 
their  identity  when  flowing  through  the  eco¬ 
nomic  system.  Products  which  have  an  im¬ 
portant  use  In  the  defense  program  may  have 
a  simultaneous  important  use  in  normal  in¬ 
dustrial  activity.  Paint  for  a  battleship  is 
the  same  as  paint  for  industrial  machinery. 
Shoes  for  the  Army  are  the  same  as  shoes  for 
the  farmer.  Even  with  complex  accounting 
systems  no  satisfactory  separation  of  profits 
can  be  made.  Surely  no  rule-of-thumb 
method  of  comparing  profits  in  the  taxable 
year  with  profits  during  some  previous  years 
affords  an  adequate  separation. 

The  most  serious  defect  in  the  bill  from 
the  standpoint  of  tax  theory  is  the  attempt 
to  combine  two  opposing  theories  of  taxation 
in  one  bill.  The  net  effect  is  to  include  the 
shortcomings  of  both  without  the  advantages 
of  either.  The  loopholes  in  the  bill  are 
doubled.  The  revenue  yield  is  reduced  well 
below  what  might  be  obtained  under  either 
method  separately.  The  situation  becomes  a 
“heads  you  win,  tails  I  lose”  proposition  for 
the  Treasury.  In  addition,  highly  inequitable 
situations  are  created  among  competitive 
corporations  which  are  forced  by  circum¬ 
stances  to  use  different  methods  of  tax  com¬ 
putation. 

(2)  THE  BILL  AFFORDS  UNWARRANTED  PREFEREN¬ 
TIAL  TREATMENT  TO  CERTAIN  CORPORATIONS 

The  large  prosperous  corporations  with 
consistent  substantial  profits  are  those  most 
able  to  pay  an  excess-profits  tax.  Under  this 
bill,  they  will  pay  little  or  no  tax.  No  mat¬ 
ter  if  they  are  earning  20,  50,  100,  or  1,000 


Table  7 .—Percentage  distribution  of  estimated  internal  revenue  receipts  by  major  cate¬ 
gories — Fiscal  years  1920,  1942,  and  hypothetical  full-year  yields  at  1942  levels  of  income 
under  present  law  and  under  new  bill 


1920 ' 

1942' 

Hypothetical  years 

Present 

law 

New 

hill 

Percent 

1C0.0 

Percent 

100.0 

Percent 

100.0 

Percent 

100.0 

56.7 
21.  5 

21.8 

36.  3 
26.0 
37.6 

40.4 

25.7 

33.9 

39.6 

28.5 

31.9 

27.4 

24.  7 

25.0 

7372 


CONGRESSIONAL  RECORD— SENATE 


percent  on  their  invested  capital,  they  may 
continue,  under  the  average-earnings  method 
of  this  bill,  to  earn  those  profits  without  ad¬ 
ditional  tax.  A  tremendous  advantage  is  ac¬ 
corded  the  established  prosperous  corpora¬ 
tion  against  a  competitor  who  suffered  a 
depressed  condition  during  the  base  period  or 
the  newly  organized  corporation  which  has 
not  become  established. 

(3)  THE  BILL  ENCOURAGES  MONOPOLY  AND  DIS¬ 
CRIMINATES  AGAINST  COMPETITORS  OF  PROS¬ 
PEROUS  ESTABLISHED  CORPORATIONS 

If  there  was  ever  a  tax  measure  which 
promised  to  perpetuate  monopolistic  corpora¬ 
tions  in  their  moncpolies,  it  is  this  one. 
Three  corporations,  A,  B,  and  C,  are  com¬ 
petitors.  Corporation  A  is  a  quasi  monopo¬ 
list  earning  profits  of  25  percent  on  invested 
capital  during  the  base  period.  Corporation 
B,  struggling  against  terrific  odds,  earned  9 
percent.  Corporation  C  is  newly  organized. 
In  1940,  corporation  A  continued  to  earn  25 
percent;  B  earned  15  percent;  C,  9  percent. 
This  would  be  typical  experience  because  it 
is  a  well-known  fact  that  a  certain  develop¬ 
ment  period  with  lew  profits  is  typical  of  the 
new  corporation. 

Under  the  average -earnings  method  of  this 
tax  bill,  corporation  A  would  pay  no  excess- 
profits  tax  whatsoever.  Corporation  B  would 
pay  a  substantial  tax  though  its  earnings 
were  much  less.  Corporation  C  would  also 
have  to  pay  an  excess-profits  tax,  unless  it 
were  small  enough  so  that  the  $10,000  flat 
exemption  gave  it  relief. 

This  tax  would  be  an  insurmountable  bar¬ 
rier  to  fair  competition  among  the  corpora¬ 
tions.  No  more  powerful  club  than  this  could 
be  placed  in  the  hand  of  corporation  A.  No 
other  concern  could  successfully  challenge 
its  quasi-monopolistic  position.  If  during 
any  future  year  corporation  B  or  C  did  achieve 
the  same  level  of  profits  as  corporation  A, 
they  would  pay  most  of  it  in  additional  taxes 
while  corporation  A  went  untaxed.  The  most 
likely  result  would  be  bankruptcy  for  B  and 
C;  a  complete  monopoly  for  A. 

This  inequity  inherent  in  the  committee 
amendment  may  be  further  illustrated  by  the 
following  example,  which  shows  the  excess- 
profits  tax  that  would  be  payable  under  the 
committee  amendment  by  each  of  two  cor¬ 
porations  having  the  same  invested  capital 
and  excess-profits  net  income  during  the  tax¬ 
able  year.  One  of  these  corporations — 
corporation  A — -is,  however,  an  established 
company  with  stabilized  earnings  and  the 
other,  corporation  B,  is  a  growing  enterprise 
competing  with  corporation  A. 


Corpora¬ 
tion  A 

Corpora¬ 
tion  B 

Current  year: 

Excess-profits  net  income _ 

$1,000, 000 

$1,  000.  000 

Invested  capita] _ 

$5, 000, 000 

$5,  000, 000 

Rate  of  return . percent.. 

20 

20 

Base  period: 

Excess-profits  net  income 
(average)— . 

$1,  000,  000 

$200,  000 

Invested  capital  (average) .. 

$5,  000,  000 

$5, 000,  000 

Rate  of  return  (average) 
percent.. 

20 

4 

Taxable  excess  profits: 

Average  earnings  method... 

0 

$790,  000 

Invested  capital  method.... 

$590, 000 

$590,  000 

Average  earnings  method... 

0 

$349,  000 

Invested  capital  method 

$249,  000 

$249,  000 

Tax  liability  1 . 

0 

$249,  000 

1  Excludes  the  3.1  percent  increase  in  normal  corpora¬ 
tion  income  tax. 


It  is  a  serious  charge  that  this  bill  should 
condone  and  encourage  monopoly,  but  per¬ 
haps  even  more  serious  is  the  severe  penalty 
that  is  placed  on  the  new  or  growing  corpora¬ 
tion.  Such  a  corporation  probably  received 
little  profit  during  the  initial  years  and  is  now 
entering  into  a  period  when  the  work  of 
earlier  unprofitable  years  is  beginning  to  bear 
fruit.  The  bill  allows  no  future  prosperous 
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years  for  the  new  or  growing  corporation;  it 
envisages  an  economy  with  the  present  in¬ 
equities  "frozen”  into  the  future.  The  prec¬ 
edent  herein  set  will  make  it  all  the  more  dif¬ 
ficult  at  some  later  date  to  tax  these  "priv¬ 
ileged”  corporations  adequately.  The  hue 
and  cry  then  will  be  raised,  just  as  it  has 
been  raised  to  a  certain  extent  now,  that  the 
stockholders  who  have  recently  purchased 
stock  at  high  prices  because  of  anticipated 
high  earnings  have  a  vested  interest  which 
should  not  be  disturbed.  The  idea  is  fal¬ 
lacious,  but  to  allow  it  to  go  unchallenged 
here  in  this  tax  bill  would  give  it  a  cloak 
of  validity  which  would  be  hard  later  to 
remove. 

Entirely  disregarded  in  H.  R.  10413  is  one 
of  the  cardinal  principles  of  taxation:  That 
the  burden  should  be  fairly  distributed.  The 
preponderance  of  testimony  during  the  hear¬ 
ings  clearly  demonstrates  that  many  taxpay¬ 
ers  are  more  concerned  about  the  equity  of 
the  tax  than  the  amount  of  the  tax.  Aside 
from  those  corporations  with  high  earnings 
which  will  be  able  to  take  advantage  of  the 
average  earnings  tax  method,  corporations  in 
general  are  willing  to  bear  almost  any  rea¬ 
sonable  load  provided  their  competitor  is 
treated  similarly.  The  average  earnings 
method  and  the  hodgepodge  of  a  dual  method 
of  computing  tax  liability  precludes  equal 
treatment  for  all. 

It  has  been  said  in  answer  to  the  above 
contentions  that  it  is  not  the  function  of  a 
tax  bill  to  remove  existing  competitive  dis¬ 
advantages  or  advantages.  This  answer  is 
specious.  One  can  agree  that  it  is  not  the 
purpose  of  a  tax  bill  to  equalize  competitive 
conditions.  But  it  is  undeniable  that  tax 
bills  should  not  distort  existing  competitive 
conditions  and  place  unwarranted  tax  handi¬ 
caps  upon  one  class  of  corporations  as  opposed 
to  another,  thereby  creating  an  Indefensible 
competitive  advantage  in  favor  of  the  latter. 
The  objection  to  the  committee  amendment 
is  not  that  it  does  not  equalize  existing  com¬ 
petitive  conditions.  Rather  the  objection  is 
that  the  committee  amendment  in  and  of 
itself  creates  new  and  far-reaching  competi¬ 
tive  advantages.  Tire  invested-capital  meth¬ 
od,  on  the  other  hand,  does  not  create  or  give 
rise  to  either  new  competitive  advantages  or 
new  competitive  disadvantages.  It  simply  im¬ 
poses  an  excess-profits  tax  which  falls  alike 
on  corporations  regardless  of  their  competi¬ 
tive  position  and  thereby  does  not  disturb 
existing  competitive  conditions. 

(4)  THE  RATES  OF  THE  TAX  IN  THE  BILL  ARE  NOT 
GRADUATED  FAIRLY 

The  rates  in  the  bill  are  graduated  ac¬ 
cording  to  the  amount  of  so-called  excess 
profits.  This  means  that  a  large  corporation 
may  make  only  a  very  small  percentage  of 
excess  profits  on  its  capital  and  still  pay  the 
highest  rate  of  tax.  Thus,  a  corporation  with 
$100,000,000  of  invested  capital  and  $1,000,- 
000  of  taxable  excess  profits  will  pay  the  same 
tax  as  a  corporation  which  has  the  same 
amount  of  taxable  profits  on  an  invested 
capital  of  only  $1,000,000.  In  other  words, 
the  brackets  are  now  graduated  without 
reference  at  all  to  the  earnings  or  size  of  a 
corporation,  and  a  corporation  which  had 
excess  profits  amounting  to  a  100-percent 
return  on  invested  capital  would  pay  no  more 


tax  than  a  corporation  having  excess  profits 
amounting  to  10  percent  on  invested  capital, 
providing  the  absolute  amounts  of  excess 
profits  were  the  same. 

Profits  cannot  be  divided  sharply  into 
those  that  are  excessive  and  those  that  are 
not.  Excessiveness  is  a  matter  of  degree,  and 
the  tax  rate  should  be  graduated  according 
to  the  degrees  of  excessiveness,  not  simply 
according  to  the  amount  of  excess  profits. 
A  proper  rate  structure  for  an  excess-profits 
tax  would  graduate  the  rate  according  to  the 
ratio  of  profit  to  invested  capital.  Under 
the  rate  structure  as  it  now  stands,  many 
corporations  with  extremely  excessive  profits 
will  pay  much  more  moderate  taxes  than 
other  corporations  with  only  moderate  excess 
profits. 

ESTIMATED  ADDITIONAL  REVENUE 

The  Treasury  Department  estimates 
that  an  additional  $1,394,700,000  in  cor¬ 
poration  taxes  will  flow  into  the  Treasury 
in  full-year  effect  of  the  committee  bill. 
Proponents  of  the  measure  point  to  an 
alleged  increase  in  the  excess-profits  tax 
yield  of  $1,130,600,000.  The  figure  is 
somewhat  misleading.  The  yield  is 
achieved  only  after  reversing  the  tax- 
deduction  procedure,  and  at  an  expense 
of  $501,100,000  in  the  yield  of  the  normal 
corporate  income  tax. 

Thus,  in  order  to  obtain  the  same  or 
slightly  more  than  present  tax  revenues 
from  the  normal  net  income  of  corpora¬ 
tions,  the  committee  found  it  necessary 
to  impose  new  surtax  rates  of  6  and  7 
percent.  The  net  additional  yield  in  this 
bill  from  excess  profits  over  and  above 
the  surtax  yield,  is  only  $629,600,000. 

With  an  excess-profits  tax  based  solely 
on  invested  capital,  and  without  any  in¬ 
crease  in  the  rates  in  the  pending  bill, 
the  Treasury  estimates  that  $1,880,000,- 
000  additional  yield  could  be  derived 
from  excess  profits — about  $650,000,000 
more  than  the  committee  bill.  Thus, 
with  a  full-year  effect  a  total  of  $2,900,- 
000,000  would  be  derived  from  excess 
profits — a  figure  not  unreasonable  in 
view  of  the  $2,500,000,000  collected  from 
excess  profits  in  1920. 

PRESENT  AND  PROSPECTIVE  LEVELS  OF  CORPORA¬ 
TION  PROFITS 

The  direct  and  indirect  effects  of  Gov¬ 
ernment  defense  spending  are  not  yet 
fully  reflected  in  the  level  of  corporation 
profits,  but  already  the  profits  are  at 
record  high  levels.  The  National  City 
Bank  of  New  York  reports  the  profits  of 
360  leading  corporations  in  the  first  half 
of  1941  to  be  20.9  percent  above  a  year 
ago — after  allowing  for  prospective 
taxes.  Last  year’s  first  half  was  58.6 
percent  above  the  previous  year,  again 
after  taxes,  depreciation,  interest  and 
other  charges,  and  reserves. 

Tables  8  and  9  show  the  data  in  detail 
by  major  industrial  groups. 


Table  8. — Profits  of  leading  corporations  for  the  half  year 

Net  profits  are  as  reported,  after  depreciation,  interest,  taxes,  and  other  charges  and  reserves,  but  before  dividends — 
net  worth  includes  book  value  of  outstanding  preferred  and  common  stock  and  surplus  account  at  beginning  of 
each  year 

[In  thousands  of  dollars] 


No. 

Industrial  groups 

Net  profits,  half 
year 

Percent 

change 

Net  worth  Jan.  1 

Annual  rate 
of  return 
(percent) 

1940 

1941 

1940 

1941 

1940 

1941 

7 

Baking . . 

7, 970 

7,608 

-4.5 

236,  681 

237,  381 

6.  7 

6.4 

14 

Food  products,  miscellaneous _ 

34,  974 

39, 194 

+12. 1 

534.  953 

541,  0S4 

13.1 

14.5 

7 

Beverages _ _ 

8, 132 

9,088 

+  11.8 

129,  922 

136,  421 

12.5 

13.3 

17 

Textiles  and  apparel . 

7,  862 

10,  654 

+35.5 

176,  025 

109,  S54 

8.9 

12.5 
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Table  8. — Profits  of  leading  corporations  for  the  half  year-  -Continued 


[In  thousands  of  dollars] 


No. 

Industrial  groups 

Net  profits,  hal/ 
year 

Percent 

change 

Net  worth  Jan.  1 

Annual  rate 
of  return 
(percent) 

1940 

1941 

1940 

1941 

1940 

1941 

7 

Wood  products . 

1,326 

4,  515 

+210.  5 

59,  360 

61,  281 

4.5 

14.7 

14 

Paper  products . 

6,883 

7,  892 

+14.7 

159, 185 

164,  248 

8.6 

9.6 

28 

Chemicals,  drugs,  etc _ 

92,  082 

94,  021 

+2.1 

1, 300,  054 

1,331,123 

14.  2 

14. 1 

11 

Petroleum  products . . . 

141,  070 

135,  227 

-4. 1 

2, 666,  501 

2,671,664 

10.6 

10.1 

13 

Stone,  clav,  and  glass . . 

12.220 

14,807 

+21.2 

221,  718 

223,  378 

11.0 

13.3 

26 

Iron  and  steel... _ _ 

61.915 

126,  111 

+  103.7 

2,447,002 

2,491,210 

5.  1 

10.1 

12 

Building  equipment _ _ 

7,  536 

11,519 

+52.9 

224,  738 

219,  780 

6.7 

10.5 

14 

Electrical  equipment . 

42,  863 

47, 662 

+  11.2 

637, 133 

052,  618 

13.5 

14.6 

10 

Hardware,  tools,  etc . . 

4,  664 

6,373 

+36.6 

82,  764 

85,  572 

11.3 

14.9 

27 

Machinery _ _ _ _ 

16,  377 

21,  204 

+29.5 

158,  471 

175, 062 

20.7 

24.2 

4 

Office  equipment. _ _ _ 

8,  232 

11,557 

+40.4 

133,  264 

136,  668 

12.4 

1G.9 

10 

Railway  equipment _ _ 

9,498 

13,051 

+37.4 

173,  403 

182,  930 

11.0 

14.3 

9 

Automobile _ _ 

116,701 

125,  860 

+7.8 

1.149,  449 

1, 190,  568 

20.3 

21.  1 

19 

Auto  equipment.. .  . . . 

10,  781 

14,  293 

+32.6 

111,478 

120,  197 

19.3 

23.8 

36 

Metal  products,  miscellaneous . 

20,  354 

29, 603 

+45.4 

220,  815 

246,  232 

18.4 

24.0 

19 

Miscellaneous  manufacturing . . 

9,947 

18, 119 

+82.2 

316,  893 

320,  785 

6.3 

11.  1 

304 

Total  manufacturing _ _ 

621,  387 

748,  358 

+20.4 

11, 139,809 

11,364,  056 

11.2 

13.2 

10 

Coal  mining. . . 

1  830 

1  2,  698 

+225. 1 

201,  314 

206,  617 

.8 

2.6 

9 

Metal  mining . . . . 

>  8,  787 

'  9, 649 

+9.8 

164,  037 

167,  564 

10.7 

11.5 

9 

M  inine,  quarrying— miscellaneous _ 

'  9,  276 

'  9,  536 

+2.8 

124,  419 

121,  393 

14.9 

15.7 

16 

Trade  (wholesale  and  retail) . . 

3,  459 

5,982 

+72.9 

209,  447 

211,858 

3.3 

5.6 

12 

Service  and  construction . 

8,389 

8,317 

-.9 

226,  955 

229,  531 

7.4 

7.2 

3C0 

Total . . 

652, 128 

784, 540 

+20.3 

12, 065, 981 

12,  301, 019 

10.8 

12.8 

1  Before  certain  charges. 
D— Deficit. 


Source:  Bulletin  ol  National  City  Bank  of  New  York,  August  1941. 


Table  9. — Comparisons  of  profits  of  leading 
corporations  for  the  ~rst  half  year  1939, 
1940.  and  1941 — percentage  change  in  net 
profits  after  depreciation,  interest,  taxes, 
and  other  charges  and  reserves,  but  before 
dividends 


Increase 

1940 

over  1939 

Increase 

1941 

over  1940 

Baking _  .  _ _ 

-8.5 

-4.5 

Food  products,  miscellaneous.. 

5. 1 

12.8 

Beverages . . . 

21.5 

11.8 

Textiles  and  apparel _ 

51.3 

35.5 

■Wood  products _ _ 

1,129.2 

240.5 

Paper  products . 

137.8 

14.7 

Chemicals,  drugs,  etc . 

38.8 

2.  1 

Petroleum  products _ 

209. 1 

-4.  1 

Stone,  clav,  and  glass . 

35.9 

21.2 

Iron  and  steel _ _ 

451. 1 

103.7 

Building  equipment . . 

180.2 

52.9 

Electrical  equipment . 

06.7 

11.2 

Hardware,  tools,  etc _ _ 

78.9 

36.6 

Machinery . . 

238.8 

29.5 

Office  equipment... . 

28.7 

40.4 

Railway  equipment . 

492.0 

37.4 

Automobile..  . . . 

17.6 

7.8 

Auto  equipment . .  . 

62.7 

32.6 

Metal  products,  miscellaneous. 

107.8 

45.4 

Miscellaneous  manufacturing. 

-14.5 

82.2 

Total,  manufacturing... 

60.8 

20.4 

Coal  mining.. . 

(') 

225.1 

Metal  mining . . 

Mining,  quarrying,  miscel- 

41.7 

9.8 

24.0 

2.8 

Trade  (wholesale  and  retail)... 

10.9 

72.9 

Service  and  construction . 

5.2 

-.9 

Total,  all  groups . . 

(Total,  all  groups,  increase  in 
first  half  of  1941  over  1939: 
92.6  percent.) 

58.6 

20.3 

1  Data  not  comparable. 

Source:  Bulletins  of  the  National  City  Bank  of  New 
Y’ork,  August  1E40  and  August  1941. 


It  is  interesting  to  note,  in  this  con¬ 
nection,  that  most  corporations  are  lay¬ 
ing  aside  very  generous  reserves  in  antici¬ 
pation  of  vastly  increased  taxes.  The 
Wall  Street  Journal,  for  example,  re¬ 
cently  reported: 

Tax  mystery:  United  Aircraft  recently  re¬ 
ported  tax  reserves  of  over  78  percent  of  its 
current  profits. 

The  top  any  corporation  has  to  pay  is  72 
percent,  Including  income,  excess  profits,  and 


surtaxes.  This  suggests  United,  like  many 
another  big  industrial  company,  is  using 
ultraconservative  bookkeeping  to  avoid  phony 
profits,  must  report  more  liberally  to  the 
Government  and  to  its  stockholders. 

Detailed  compilations  of  corporation 
profits,  for  individual  corporations,  as 
taken  from  published  financial  reports, 
1940  compared  with  1939,  and  the  first 
half  of  1941  compared  with  the  first  half 
of  1940,  have  been  published  in  the  Eco¬ 
nomic  Outlook  for  February  and  July 
1941.  The  compilations  are  reproduced 
below  in  tables  10  and  11. 


Table  10. — Corporatioi i  profits  in  1940 
compared  with  1939 ' 


Company 

1940 

1939 

Percent 

increase 

Allegheny-Ludlum 

Steel  . . 

$3,  700,  000 

$2,  093,  518 

77.0 

American  Can _ 

17, 440,  906 

18,  2S4,  963 

-4.6 

American  Metal  _ 

3,  689,  957 

2,  994,  740 

23.0 

American  Tobacco . 

28,311,782 

26,  427,  934 

7.0 

American  Woolen _ 

3, 154,464 

2,  311,887 

36.4 

Aviation  Corporation 
(year  ending  Nov.  30). 

88,  350 

-9,238,409 

Babcock  &  Wilcox _ 

3,  588, 199 

1, 168,  782 

206.  6 

Bath  Iron  Works . . 

2,  052, 180 
284,  745 

600,  703 

211.0 

Bell  Aircraft . . 

9,203 

3,  000.  0 

Bethlehem  Steel . 

48,  679,  524 

24,  638,  384 

97.5 

Bridgeport  Brass . 

1,  258,  776 

459,  058 

174.0 

Caterpillar  Tractor . 

7,  839, 117 

6,  004,  890 

30.6 

Chrysler  Motors... . 

37,  802,  279 

36,  879,  829 

2.4 

Commercial  Solvents 
Corporation . . 

2,  387,  321 

1,600,  389 

49.2 

Consolidated  Coal  ..  . 
Container  Corporation. 

402,  290 
2,  227,  682 

-863,915 
1, 448,  900 

54.0 

Continental  Can . . 

8,  953,  632 

8,  635,  787 

3.7 

Crucible  Steel _ 

6,  230,  ISO 

2,  803,  596 

122.0 

Douglas  Aircraft  (year 
ending  Nov.  30, 1940). 

10,  831,  971 

2, 884, 197 

275.0 

Du  Pont,  E.  I. . 

86,  945, 173 

93,  218,  664 

-6.7 

Electric  Auto  Lite _ 

6,  001,  718 
2,  455,  362 

5,  653,  839 

6.1 

General  Cable. . 

733, 166 

235.0 

Genera!  Electric . 

56,  241,  000 

41,235,  644 

36.5 

General  Foods _ 

15,244,  077 
195,  500, 000 
$1,  106,  196 

15,118,  063 

.8 

General  Motors . 

183,  290,  222 

6.7 

General  Steel  Casting.. 

85,  661 

19,  560.  0 

Goodrich  Tire  &  Rub¬ 
ber _ _ 

6,  104,  993 

6,  628,  746 

-7.9 

Goodyear  Tire  &  Rub¬ 
ber . . . . 

10, 309,  788 

9, 838,  797 

4.8 

Harbison-Walker  Re¬ 
fractories . 

2, 513, 936 

1,868,999 

35.0 

Most  of  the  profits  herein  listed  are  net  profits  and 
hence  the  figures  are  not  directly  comparable  with 
figures  used  elsewhere  in  this  minority  report  when 
speaking  of  net  income  before  taxes. 


Table  10. — Corporation  profits  in  1940 
compared  with  1939 — Continued 


Company 

1940 

1939 

Percent 

increase 

Inland  Steel . . 

$14,  450,  385 

$10, 931, 016 

32.2 

International  Harvester 

(year  ending  Oct.  31, 

1940) . . . 

23, 161,110 

7, 952, 810 

191.0 

Jones  &  Laughlin  Steel. 

10,  277, 029 

3, 188, 944 

222.0 

Lehigh  Coal  &  Naviga- 

tion . 

1, 101,853 

18, 674 

5,  700. 0 

Libbey-Owens-Ford 

Glass . 

9,  992,  766 

8, 062,  753 

24.0 

Mack  Truck  _ 

1,805,  821 

682,  987 

166.0 

Mesta  Machine . . 

3, 083,  032 

2,  715,  427 

13.5 

Monarch  Machine. . 

1, 183, 102 

529,  577 

123.0 

National  Distillers 

Products  Corpora- 

tion.  _ 

6,711,962 

7,007,  124 

-4.4 

National  Gvpsum _ 

1,  565, 196 

1, 455,  237 

7.9 

National  Lead . . 

6, 102,  702 

5,  780,  500 

5  6 

New  Jersey  Zinc.  _ 

8,  236,  815 

5,  299,  055 

55  5 

New  York  Air  Brake... 

1,  046,  656 

797,  858 

40  0 

New  Y'ork  Ship  Build- 

ing  (first  11  months 

1940) _ _ 

2,  178,  748 

928,  246 

135  0 

North  American  Rayon 

Corporation . 

1,  781,  425 

2,  010,  252 

-11  4 

Otis  Steel _  _ _ 

717,  007 

214,  965 

234  0 

Pittsburgh  Coal  Co _ 

1,  255,  893 

-1,068,787 

Pittsburgh  Steel  Co.T.. 

1,  555,  794 

564,  870 

175  0 

Pure  Oil _  .  .  .. 

8,  718,  057 

8,  290,  418 

5  2 

Radio  Corporation  of 

America . . . 

9, 113, 156 

8, 082, 810 

12  9 

Ravonier ,  Inc.  (9 

months  to  Jan.  31) _ 

3, 031, 953 

1,  425, 193 

112  5 

Remington  Rand  (9 

months  ending  Dec. 

31,  1940) . . . 

2,  026,  372 

1, 104,  418 

83  4 

Republic  Steel _ 

21, 113,  507 

10, 671,  343 

98  0 

Rustless  Iron  and  Steel. 

1,  275,  993 

1, 090, 876 

16  9 

Savage  Arms  Corpora- 

tion . 

1,  028, 141 

349,  307 

195  0 

Shell  Union  Oil _ 

15,  600,  000 

11,  805,  713 

32  1 

Tavlor  Craft  Aviation 

57,  069 

Union  Bag  &  Paper  Co. 

2, 129,  946 

965,  532 

120.0 

United  States  Rubber.. 

11,  425,  241 

10,  218,  849 

12.0 

United  States  Steel . 

102, 181,  321 

41, 119,  934 

148.0 

Vultee  Aircraft  (year 

ending  Nov.  30,  1940). 

374,  457 

25,  48S 

1.370.0 

W'alworth  Co . 

1,  123,  156 

205,  900 

445.0 

Warner  &  Swasey . 

3,371,283 

1,  864,  553 

81.0 

Western  Union _ 

3,621,581 

1,  380, 114 

163.0 

Westinghouse  Air  Brake 

5,  591,  606 

2,  765,  629 

102.0 

Wcstinghouse  Electric.. 

18,  983,  428 

13, 854,  365 

37.0 

Wheeling  Steel. . . 

5,  663,  930 

5,  560,  753 

1.8 

Yellow  Truck  &  Coach 

Co... . . . 

5, 813,  976 

3, 276,  474 

77.5 

Youngstown  Sheet  & 

Tube . . . 

10,815,468 

5, 004,  484 

116.0 

Table  11. — Corporation  profits  in  the  first  half 
of  1941  compared  with  the  first  half  of 
1940 


Profits 

Corporation 

First  6 
months 
1941 

First  6 
months 
1940 

Percent 

change 

Air  Reduction  Co . 

Allegheny  Ludlum 

$4, 066, 135 

$3, 106, 096 

30.8 

Steel . . . . 

4, 169, 347 

1, 893, 291 

120 

Allis  Chalmers . 

American  Brake  Shoe 

2, 389, 577 

2,  G09,  758 

-9.2 

&  Foundry  -  - 

1,479,  341 

1, 226,  637 

20.6 

American  Radiator  Co. 
American  Rolling  Mill 

3,  271,  009 

1,  535, 905 

113 

Co _ _ 

6,  667, 976 

2,  084,  599 

220 

American  Slating  Co... 
American  Steel  Foun- 

282,  227 

100, 197 

182 

dries.. . — 

Anaconda  Wire  & 

2,  C67, 719 

1, 666, 525 

24.1 

Cable . . 

1,410,  519 

497,  259 

184 

Atlas  Powder.. . . 

938,110 

744,  518 

26.1 

Babcock  &  Wilcox - 

Baldwin  Locomotive 

1,850, 063 

1, 474,  905 

25.4 

(12  months— June) _ 

Bausch  &  Lomb  Opti- 

2, 486, 344 

1,  734, 344 

43.3 

cal  Co . .  . 

Bendix  Aviation  (12 

1, 174, 528 

767,  285 

53 

months— June) _ 

11,687,229 

6, 613, 180 

77 

Blaw-Knox  Steel . 

Bohn  Aluminum  & 

1,  220, 496 

602,  717 

102 

Brass . . . 

817,087 

592, 181 

38 

Bridgeport  Brass . . 

867,  494 

606, 167 

71.4 

Budd  Wheel  _ 

915,  972 

394,  445 

132 

Caterpillar  Tractor _ 

4,  298,  540 

3,  509,  514 

22.6 

Consolidated  Coal.  .  .. 

317,  872 

136,  257 

134 

Container  Corporation. 

663,  649 

509, 100 

35 

Continental  Oil . 

2,  642,  082 

1, 007,  852 

163 

Coos  Bay  Lumber . 

341,  259 

95,043 

259 

Copperweld  Steel  Co— 

919,  952 

521,  314 

77 

7374 
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Tabu:  11. — Corporation  profits  in  the  first  half 
of  1941  compared  tenth  the  first  half  of 
1940 — Continued 


Profits 

Corporation 

First  6 
months 
1941 

First  6 
months 
1940 

Percent 

change 

Croslev  Corporation.... 

$798,  634 

$96,  661 

725 

Crucible  Steel . 

2, 924, 430 

1, 817,  293 

61 

Detroit  Steel . 

431,  636 

209,  939 

106 

E.  I.  du  Pont _ 

Eaton  Manufacturing 

43,  761,  797 

46,  853,  695 

-7.1 

Co . . . 

1,  979,  764 

1,  908,  348 

3.8 

Fruehauf  Trailer _ 

1, 137,  977 

519,  583 

119 

General  Electric.  _ 

26, 003,  665 

25,  981,  752 

0.09 

General  Steel  Castings.. 

1,  690,  900 

72,  958 

2,  210 

General  Tire  &  Rubber. 
General  Motors  Cor- 

1, 004,  443 

280,  563 

259 

118, 177,  605 

113,  575,  460 

4 

Goodrich  Co . . 

6,  646,  033 

1,  362,  691 

388 

Hazel-Atlas  Glass . 

International  Business 

1, 396,  788 

1,  270,  963 

10 

Machines _ 

Johns-Manville  Cor- 

4,  728,  336 

4, 293,  482 

10.1 

poration _ _ 

1, 457,  213 

1, 110, 319 
3,  276,  256 

31.2 

Jones  &  Laugblin  Steel. 
Lehigh  Coal  &  Naviga¬ 
tion  (year  ending 

8, 098,  227 

147 

June  30). . .  - 

Lehigh  Valley  Coal 

1, 848, 300 

138, 812 

1,230 

Corporation... . . 

605, 434 

251,440 

141 

J.  ibbey-0  wens-Ford _ 

5,  377,  247 

5, 176, 748 

3.9 

Magma  Copper  Co _ 

Mathiesen  Alkali 

800, 142 

717,  587 

11.6 

Works .  . .  .. 

Minneapolis-Honey- 

997, 345 

827,540 

20.6 

well  Regulator . 

Nash-Kelvinator  (9 

1, 104,  278 

603, 921 

83 

months  to  June)  _ 

3,  734,  246 

1, 307, 878 

186 

National  Lead.  .  _ 

3,  289,  000 

3,119,810 

5.4 

New  York  Air  Brake- 
North  American  Avia- 

1, 121,  446 

832, 818 

34.6 

tion . . 

3,  900,  745 

2, 367, 638 

64.7 

1,  088,  255 
7,  640,  538 

-362, 143 

Owens-Illinois  Glass _ 

8, 589,  202 

-11 

Pepsi-Cola _ _ _ 

3,  300,  000 

2,  525,  000 

30.6 

Phillips  Petroleum . 

Remington  Rand,  Inc. 

8,  236,  680 

6,  378, 198 

29.2 

(June  quarter) . 

1, 383, 693 

565,  240 

145 

147, 994 
13,  618,  716 

-785, 988 
6,449,  453 

Republic  Steel _ 

111 

Reynolds  Metal _  ... 

1,  886,  853 

1,  312,  447 

43.8 

Rustless  Iron  &  Steel... 

1, 164,  460 

430,  537 

171 

Sharon  SteeL . 

Sloss-Sheffield  Steel  & 

813,241 

388,  903 

109 

Iron  Co. . 

863,  464 

572,  543 

51 

Sunshine  Mining _ 

1,  186,  431 

1,  285,  934 

-7.8 

Studebaker...  . . 

1,  313,  877 

957,  309 

37.3 

Texas  Pacific  Coal. . 

Union  Carbide  &  Car- 

469,  505 

292,  840 

60 

bon  . 

United  Aircraft  Prod- 

21,  342, 134 

19,  972, 176 

6.9 

ucts _ _ 

United  States  Pipe  & 

346,  329 

172,  948 

100 

Foundry _ 

1, 816,  700 

783, 018 

132 

United  States  Steel _ 

Virginia  Iron,  Coal  & 

61,  374,  746 

36,  315,  003 

69 

Coke _ _ 

27,  788 

-10,  528 

■Walworth  Co . . 

909,  820 

203,  415 

350 

Westinghouse . 

11,568,  400 

9,  837,  012 

17.6 

West inghouse  Air  Brake 
West  Virginia  Coal  & 

4,  011.380 

3,  204,  000 

25.2 

Coke . . 

179,  053 

-87, 466 

Wheeling  Steel . . 

4,  689,  196 

1,  664,  078 

182 

White  Motor  Co . 

Y oungstown  Sheet  & 

791,  355 

743,  529 

6.5 

Tube . 

8, 992,  994 

2,  423,  212 

276 

GOVERNMENT  CONTRACTS  AND  CORPORATION 
PROFITS 

Presently  available  data  are  not  suffi¬ 
cient  to  make  any  thorough  study  of 
profits  earned  on  Government  contracts. 
Although  the  data  below  in  table  12  are 
far  from  conclusive,  it  shows  that  some 
corporations  obtaining  large  Government 
defense  contracts  have  also  earned  phe- 
nominal  increases  in  profits. 


Table  12. — Relationship  between  Government 
contracts  and  corporation  profits 

.Note.— From  June  1940  to  June  1941  the  War  and  Navy 
Departments  allocated  $9,839,000,000  of  supply  con¬ 
tracts  of  which  73.9  percent  in  dollar  value  was  awarded 
to  56  companies.  Published  financial  data,  which 
may  differ  somewhat  from  data  submitted  for  in¬ 
come-tax  purposes,  are  available  for  14  of  these  cor¬ 
porations.  The  table  below  sets  forth  the  dollar 
value  of  contracts  received  and  the  percentage  in¬ 
crease  in  profits  in  1940  over  the  average  net  income 
in  the  base  period  years  1936-39.  Obviously,  in  most 
cases  the  contracts  were  merely  awarded  and  not  com¬ 
pleted;  hence,  only  part  of  the  profits  from  Gov¬ 
ernment  contracts  are  reflected.  Obviously,  too,  the 
profits  reflect  additional  business  from  other  than 
Government  sources  which  may  or  may  not  be  in¬ 
directly  due  to  the  defense  program] 


Corporation 

Dollar 
value  ol 
defense 
contracts 
(in  mil¬ 
lions) 

Percentage 
increase  in 
profits  in 
1940  over 
1936-39 
average 

New  York  Shipbuilding _ 

507.3 

2,448 

General  Motors . 

489.  9 

51 

Curtiss-Wright . . 

443.9 

1,051 

Newport  News  Shipbuilding.. 

389.2 

441 

du  Pont  de  Nemours . 

318.  5 

77 

Glenn  L.  Martin _ _ 

249.  1 

230 

United  Aircraft.  . . 

224.5 

452 

United  States  Steel . . 

209.9 

163 

Electric  Boat _ _ _ _ 

126.  1 

289 

Sperry  Corporation _ 

108.0 

238 

American  Car  &  Foundry _ 

81.2 

2,  470 

Chrysler  Corporation . . 

74.0 

24 

Lockheed  Aircraft _ 

46.  5 

328 

Hercules  Powder _ 

29.9 

92 

Total . . . 

3,  298.  0 

i  91.5 

1  Weighted. 


PROFITS  NOW  AND  PROFITS  IN  1916 

Another  common  allegation  is  the  as¬ 
sertion  that  profits  now  do  not  compare 
with  profits  in  the  last  war.  Again,  no 
conclusive  evidence  is  available,  but  the 
following  table  of  a  few  companies  cho¬ 
sen  at  random  is  interesting  in  depicting 
shades  of  1916. 

Table  13. — “Shades  of  1916” — Comparison  of 
net  income  of  selected  corporations  in  pre- 
World  War  and  World  War  years  with  1936- 
39  pre-defense  and  1940  years 


[Millions  of  dollars] 


Corporation 

Pre-war 

1911-13 

1916 

Pre-de¬ 

fense 

1936-39 

1940 

American  Woolen 

Co _ _ _ 

1.75 

5.86 

-0.32 

3.96 

Continental  Can... 

.79 

2.  14 

9.98 

12.  24 

Du  Pont  de 

Nemours . . 

5.  53 

82.11 

63.  44 

112.  53 

General  Motors . 

4.  56 

28.  79 

221.  67 

335.  75 

Hercules  Powder _ 

1.  02 

10.66 

5.29 

10. 14 

International  Paper 

&  Power _ 

1. 11 

4.62 

6.  12 

23. 18 

Standard  Oil  of  New 

171.  98 

197.  37 

Standard  Oil  of  In- 

14.68 

30.  04 

United  States  Steel... 

63.59 

271.  53 

59.  24 

155.  83 

Source:  Current  data  from  published  financial  reports. 
1911-16  data  from  p.  62,  Minority  Report  of  Senator 
Robert  M.  La  Follette,  Sr.,  to  H.  R.  4280,  65th  Cong., 
Revenue  Act  of  1917. 

KINDS  OF  EXCESS  PROFITS  NOT  REACHED  BY  THE 
COMMITTEE  BILL 

Apart  from  the  fact  that  the  two- 
headed  plan  of  computing  excess  profits 


makes  the  Treasury  a  loser  every  time, 
the  present  excess-profits  tax  does  not 
reach  two  major  types  of  excess  profits: 

(1)  The  profits  of  those  prosperous  cor¬ 
porations  which  have  earned  substantial 
net  income  during  the  base  period,  and 

(2)  the  profits  of  those  corporations 
which  have  earned  phenomenal  in¬ 
creases  in  profits  due  to  the  defense  pro¬ 
gram,  and  yet  are  not  liable  for  taxation 
thereon  because  of  a  high  capitalization. 

The  injustices  and  abnormal  competi¬ 
tive  situations  arising  out  of  the  former 
type  were  fully  discussed  in  my  minority 
report  last  year  to  the  Second  Revenue 
Act  of  1940  (and  quoted  previously  in  this 
report) .  The  situations  arising  out  of 
the  latter  type  have  been  discussed  by 
the  Treasury  Department  before  both 
the  House  Ways  and  Means  Committee 
and  the  Senate  Finance  Committee.  The 
Assistant  Secretary  of  the  Treasury,  Mr. 
Sullivan,  told  the  House  committee: 

Many  corporations  that  are  the  principal 
beneficiaries  of  the  defense  effort  and  that 
hold  large  Government  contracts  are  paying 
little  or  no  excess-profits  tax  *  *  *.  To 

meet  this  defect,  we  would  suggest  revising 
the  1940  proposal  to  provide  *  *  *  a 

tax  at  a  low  flat  rate,  possibly  10  percent,  to 
that  part  of  the  current  profits  that  is  in 
excess  of  the  base-period  earnings  *  *  *. 

The  House  of  Representatives  adopted 
the  proposal,  but  a  majority  of  the  Fi¬ 
nance  Committee  saw  fit  to  delete  this 
special  provision.  The  steel  companies, 
railroads,  and  coal  companies  were  there¬ 
by  saved  $67,700,000 — which  the  commit¬ 
tee  added  to  the  tax  burden  of  the  low- 
income  taxpayer  and  corporations  in 
general.  In  my  opinion,  not  only  should 
this  special  rule  be  applied  but  the  rates 
should  be  higher  than  the  10  percent  sug¬ 
gested  by  the  Treasury. 

The  specific  illustrative  examples  be¬ 
low,  typical  examples,  show  the  facts  con¬ 
cerning  corporations  which  fall  into  these 
two  categories.  Coca-Coca,  Chrysler, 
J.  C.  Penney,  General  Motors,  and  Lig¬ 
gett  &  Myers  are  illustrative  of  corpora¬ 
tions  earning  substantial  profits  during 
the  base  period.  United  States  Steel, 
American  Woolen,  American  Car  & 
Foundry,  and  International  Paper  & 
Power  are  illustrative  of  corporations 
with  high  invested  capital. 

Table  14.— Illustrative  typical  examples  of 
corporations  earning  substantial  net  in¬ 
comes  during  the  base  period  1936-39  and 
tax  year  1940:  Comparison  of  excess-pi'ofits 
tax  liability  ( present  law)  under  invested 
capital  and  average  earnings  methods 
[Note. — Computations  are  based  on  published 
financial  data  which  may  differ  somewhat 
from  data  for  income-tax  purposes] 

EXAMPLE  NO.  1.  COCA-COLA 

Millions 

Net  income:  of  dollars 

1936  _ _  27.  1 

1937  . 32.0 

1938  . . .  33.  5 
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Table  14 — Continued 

Millions 

Net  income — Continued.  of  dollars 

1939 _ _  39.  1 


Average,  1936-39 _  33.  1 

1940 _ 43.9 

1940  equity  capital _  89.0 

Return  on  equity  capital:  Percent 

1936-39 . . . .  37.  0 

1940 _  49.3 

Millions  of 

Approximate  excess-profits  tax,  1940 :  dollars 

Invested  capital  method _  13. 1 

Average  earnings  method _  1.0 


Difference _  12. 1 

EXAMPLE  NO.  2.  CHRYSLER 

Millions  of 

Net  income :  dollars 

1936 . . .  76.2 

1937. . .  63.0 

1938... . . .  22.  5 

1939 . . . .  47.  9 


Average,  1936-39 _  52  4 

1940 _ _ _ _  64.8 

1940  equity  capital _ 188  8 

Return  on  equity  capital:  Percent 

1936-39 . .  27  8 

1940 _  34.3 

Millions  of 

Approximate  excess  profits  tax  1940:  dollars 

Invested  capital  method _  17.  0 

Average  earnings  method _  3.  7 


Difference _  13.  3 

EXAMPLE  NO.  3.  J.  C.  PENNEY  CO. 

Millions  of 

Net  income:  dollars 

1936  _  22.  0 

1937  . . 19.7 

1938  -  16.  6 

1939  -  20.  0 


Average,  1936-39 _  19.  6 

1940 -  21.8 

1940  equity  capital _  85.  6 

Return  on  equity  capital:  Percent 

1936-39 _  22.  9 

1940 -  25.  4 

Millions  of 

Approximate  excess-profits  tax,  1940 :  dollars 

Invested-capital  method _  4.8 

Average-earnings  method _  .  4 


Difference _  4  4 

EXAMPLE  NO.  4.  GENERAL  MOTORS 

Millions  of 

Net  income:  dollars 

1936... _ _  282.  3 

1937  . . . . .  245  8 

1938  . 130.3 

1939  -  228.  3 


Average,  1936-39 _  221.  7 

1940 -  335.  7 

1940  equity  capital _ 1, 156  9 

Return  on  equity  capital :  Percent 

1936-39. . 19.2 

1940 _  29.  0 

Millions  of 

Approximate  excess  profits  tax,  1940 :  dollars 

Invested-capital  method _  81.3 

Average-earnings  method _  39. 1 


Difference _  42.  2 

LXXXVH - 466 


Table  14 — Continued 

EXAMPLE  NO.  S.  LIGGETT  &  MYERS 


Millions  of 

Net  income :  dollars 

1936  .  28.4 

1937  . .  25.  1 

1938  _  25.0 

1939  _  24.  7 


Average  1936-39 _  25.  7 

1940 _ _ _  27.  1 

1940  equity  capital _ 154.  3 

Return  on  equity  capital:  Percent 

1936-39  . . .  16.7 

1940  _ _ _  17.  6 

Millions  of 

Approximateexcess-profits  tax,  1940 :  dollars 

Invested-capital  method -  3.  97 

Average-earnings  method _  .  02 


Difference _  3.  95 


Table  15. — Illustrative  typical  examples  of 
corporations  earning  substantially  increased 
net  incomes  in  1940  over  the  base  period 
1936-39,  but  which  are  not  liable  for  heavy 
excess-profits  taxation .  Comparisons  of  ex¬ 
cess-profits  tax  liability  (present  law )  under 
invested  capital  and  average  earnings 
methods 

[Note. — Computations  are  based  on  published 
financial  data  which  may  differ  somewhat 
from  data  for  income-tax  purposes] 

EXAMPLE  NO.  I,  UNITED  STATES  STEEL 


Millions  of 

Net  income :  dollars 

1936— . . .  62.3 

1937  _  125.  4 

1938  _ -4.8 

1939  . 54.  1 


Average,  1936-39 _  59.  2 

1940 _ 155.  8 

Excess  of  earnings  in  1940  over  1936-39 

average _  96.  6 

Excess-profits  tax  liability _  0 

EXAMPLE  NO.  2.  AMERICAN  WOOLEN  CO. 

Millions  of 

Net  income:  dollars 

1936— . . . .  2.55 

1937. .  -1.69 

1938— . -4.87 

1939 _ 2.  74 


Average,  1936-39 _  —.32 

1940 _ ...  3.96 

Excess  of  earnings  in  1940  over  1936-39 

average _ v _  4.  28 

Excess-profits  tax  liability _  O.  00 

EXAMPLE  NO.  3.  AMERICAN  CAR  &  FOUNDRY 

Millions  of 

Net  income :  dollars 

1936  . . . .  1.41 

1937  _  .  96 

1938  _  —1.54 

1939  _  .  20 


Average,  1936-39 _  .  26 

1940  _  6.  58 

Excess  of  earnings  in  1940  over  1936-39 

average _  6.  32 

Excess-profits  tax  liability _  0.  00 

EXAMPLE  NO.  4.  INTERNATIONAL  PAPER  & 

POWER  CO. 

Millions  of 

Net  income :  dollars 

1936  . . 5.  69 

1937  .  9.  62 


Table  14 — Continued 

Millions  of 

Net  income — Continued.  dollars 

1938  _ _ _  .  20 

1939  . .  4.  96 


Average,  1936-39 _  5. 12 

1940  _  23.  18 

Excess  of  earnings  in  1940  over  1936-39 

average _  18.  06 

Excess-profits  tax  liability _  2.  13 


Part  IV.  Other  Defects  in  the  Bill 

1.  THE  ESTATE-  AND  GIFT-TAX  EXEMPTIONS  AND 

RATES  ARE  TOO  GENEROUS 

The  original  Treasury  recommenda¬ 
tions  proposed  to  reduce  the  estate-  and 
gift-tax  exemptions  from  $40,000  to 
$25,000  (with  the  insurance  exclusion  re¬ 
duced  similarly)  and  to  apply  tax  rates 
on  the  net  estate  ranging  from  4  to  70 
percent,  and  on  gifts,  three-fourths  of  the 
estate-tax  rate.  It  was  estimated  that 
the  additional  revenue  yield  would  be 
$347,200,000. 

The  Ways  and  Means  Committee  re¬ 
jected  the  proposal  and  merely  increased 
the  rates  somewhat  on  net  estates  and 
gifts  in  excess  of  the  present  exemptions 
of  $40,000.  The  Finance  Committee 
made  but  minor  changes.  Hence,  the  bill 
as  now  recommended  to  the  Senate  will 
raise  only  an  additional  $157,600,000  from 
this  source — less  than  one-half  of  the 
Treasury  recommendation. 

In  my  opinion,  the  original  recommen¬ 
dations  of  the  Treasury  were  amply  jus¬ 
tified.  Except  for  the  argument  that 
small  estates  and  gifts  should  be  reserved 
to  the  States  for  taxation,  no  compelling 
argument  has  been  raised  to  justify  the 
exemptions  of  $40,000  during  the  present 
fiscal  emergency.  Even  the  State-tax- 
base  argument  loses  much  of  its  validity 
in  the  face  of  much  more  serious  en¬ 
croachments  of  the  Federal  Government 
in  the  taxation  of  gasoline  and  individual 
income.  It  must  be  exceedingly  difficult 
for  those  who  favor  a  $40,000  estate-tax 
exemption  to  explain  why  the  single  man 
or  woman  earning  less  than  $15  a  week 
should  pay  an  income  tax  based  on  an 
exemption  of  less  than  one-fiftieth  as 
much.  Under  the  bill  as  recommended 
by  a  majority  of  the  committee,  an  estate 
of  $41,000  will  bear  a  Federal  tax  of  $30. 
The  same  amount  will  be  paid  in  income 
tax  by  a  single  individual  earning  $21.65 
a  week. 

It  is  significant  to  observe  that  Great 
Britain  imposes  a  $1,600  tax  on  a  $40,000 
estate  (conversion  unit:  £1  equals  $4). 
Even  a  $2,500  estate  in  Great  Britain  is 
taxed  $50. 

2.  THE  COMMITTEE  BILL  IMPOSES  AN  UNJUST 

AND  INEQUITABLE  AUTOMOBILE  USE  TAX 

This  proposed  tax  is  a  flat  levy  which 
would  be  paid  in  equal  amount  by  the 
owner  of  a  Ford  or  a  Cadillac,  by  the 
20,000-miIes-a-year  driver  and  the  500- 
miles-a-year  driver.  In  the  words  of  Mr. 
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Sullivan  during  the  Senate  hearings  on 
this  bill: 

The  proposed  tax  has  no  relationship  to  the 
extent  of  use  or  the  value  of  the  object  taxed 
and,  therefore,  is  unusually  inequitable.  It 
taxes  a  $5,000  town  car  exactly  the  same  $5 
as  the  fifth-hand  car  worth  only  $20.  It  will 
conflict  directly  with  one  of  the  most  im¬ 
portant  State  and  local  sources  of  revenue. 
In  some  States,  the  proposed  tax  will  in  ef¬ 
fect  increase  the  average  cost  of  automobile 
registration  by  more  than  100  percent.  The 
proposed  tax  must  be  collected  from  32,000,- 
000  taxpayers  located  throughout  every  State 
and  county  in  the  country.  This  would  re¬ 
quire  additional  personnel  in  the  Bureau  of 
Internal  Revenue  of  at  least  3,800  new  em¬ 
ployees.  The  administrative  cost  is  estimated 
to  be  $9,600,000  or  approximately  $6  per  $100 
of  tax  collected,  which  is  more  than  five  times 
the  average  cost  of  collecting  other  excise 
taxes. 

The  average  motor-vehicle  operator  is 
already  paying  more  than  his  share  in 
gasoline  and  excise  taxes  and  registra¬ 
tion  and  other  fees.  Each  motor  vehicle 
in  1939,  according  to  reliable  estimates, 
paid  an  average  tax  of  $50.82.  The  bur¬ 
den  has  grown  since. 

If  it  were  deemed  necessary  to  put  an 
additional  tax  on  automobiles,  it  would 
be  more  logical  to  increase  the  excise 
tax  on  new  automobiles  from  the  pro¬ 
posed  7  to  10  percent.  With  the  cur¬ 
tailment  in  production  necessary  because 
of  national  defense,  the  consumer 
would  be  more  than  willing  to  pay  the 
additional  tax  to  secure  a  car;  the  sup¬ 
ply  and  demand  situation  would  be  less 
acute;  and  the  Government,  instead  of 
the  manufacturer,  would  benefit  from 
an  increased  price  which  is  likely  to  be 
paid  by  the  consumer  in  any  case. 

3.  THE  COMMITTEE  BILL  PLACES  VARIOUS  EXCISE 

TAXES  ON  A  “PERMANENT”  BASIS 

Since  the  enactment  of  the  Revenue 
Act  of  1932,  various  taxes  have  been  car¬ 
ried  in  our  tax  structure  as  “temporary 
taxes.”  They  were  renewed  periodically 
by  legislation  extending  the  date  of  ap¬ 
plicability.  The  committee  bill  makes 
these  taxes  “permanent.”  I,  for  one, 
have  held  the  hope  that  these  regres¬ 
sive  taxes  might  be  wiped  off  the  statute 
books.  The  committee  recommendation 
will  make  the  future  elimination  of  these 
taxes  difficult,  if  not  impossible. 

4.  THE  COMMITTEE  BILL  FAILS  TO  CORRECT  THE 
PRESENT  OVERLY  GENEROUS  DEPLETION  AL¬ 
LOWANCES  GRANTED  FOR  TAX  PURPOSES  TO 
CONCERNS  ENGAGED  IN  THE  EXTRACTION  OF 
NATURAL  RESOURCES 

As  pointed  out  by  Secretary  Morgen- 
thau  in  the  hearings  before  the  Finance 
Committee,  the  present  tax  laws  are  too 
generous  in  dealing  with  depletion  al¬ 
lowances.  No  one  questions  the  fact  that 
reasonable  maintenance,  depreciation, 
and  obsolescence  allowances  must  be 
made  in  arriving  at  net  income.  How¬ 
ever,  the  degree  of  such  allowances  must 
be  measured  and  governed  by  compara¬ 
tive  sacrifices  borne  by  other  taxpayers. 

6.  THE  COMMITTEE  BILL  FAILS  TO  TAX  A  CON¬ 
SIDERABLE  VOLUME  OF  STATE  AND  LOCAL  SE¬ 
CURITIES  WHICH  ARE  STILL  EXEMPT  FOR 
INCOME-TAX  PURPOSES 

The  surtax  in  the  committee  bill,  it  is 
true,  will  reach  a  part  of  the  interest  de¬ 
rived  from  partially  tax-exempt  securi¬ 
ties.  About  $31,600,000  in  additional 


Federal  revenue  will  be  derived  there¬ 
from.  However,  a  large  bloc  of  securites 
will  still  remain  untaxed.  More  than 
$19,000,000,000  of  State  and  local  securi¬ 
ties  are  wholly  tax  exempt. 

Exhaustive  studies  of  this  subject  have 
been  made  by  both  the  Congress  and  the 
Treasury  Department.  The  Treasury 
Department  under  several  different  ad¬ 
ministrations  has  consistently  advocated 
the  removal  of  the  tax  exemptions. 
Economists  are  practically  unanimous  in 
agreeing  that  there  is  no  rhyme  or  rea¬ 
son  in  allowing  interest  from  Govern¬ 
ment  bonds  to  go  untaxed. 

In  my  opinion,  the  Finance  Commit¬ 
tee  should  have  given  consideration  to 
this  subject  in  connection  with  this  bill 
and,  once  and  for  all,  eliminated  the 
vestige  of  old  tax  theories  on  the  sub¬ 
ject. 

6.  THE  LOWERED  EXEMPTIONS  ON  THE  PERSONAL 
INCOME  TAX  ARE  UNJUSTIFIED 

When  Secretary  Morgenthau  appeared 
before  the  Senate  Finance  Committee  on 
August  8,  1941,  he  said,  speaking  of  low¬ 
ered  tax  exemptions: 

We  ought  not  to  accept  such  sacrifices,  even 
though  willing  sacrifices,  from  millions  of 
people  with  low  incomes  on  whom  the  bur¬ 
den  of  other  types  of  taxes  falls  most  heavily, 
unless  we  reach  in  other  places  ability  to  pay 
which  is  escaping  its  fair  share  of  taxes. 
Among  these  are  the  following: 

The  excess-profits  tax  exempts  profits  of 
even  the  most  prosperous  corporation,  except 
to  the  extent  that  such  profits  are  in  excess 
of  its  average  profits  for  the  years  1936-39. 
Surely  Congress  will  not  wish  to  impose  ad¬ 
ditional  taxes  on  millions  more  of  our  low- 
income  group  unless  it  also  imposes  the 
excess-profits  tax  on  exempt  excess  profits  of 
such  corporations. 

Families  pay  lower  Federal  income  taxes 
when  both  husband  and  wife  receive  in¬ 
comes  than  when  the  same  total  amount  of 
income  is  received  by  only  one  of  them. 
This  is  a  discrimination  of  which  many 
wealthy  people  have  taken  advantage  by 
large  gifts  of  income-producing  property  be¬ 
tween  husband  and  wife. 

For  years  the  concerns  engaged  in  extract¬ 
ing  certain  of  our  natural  resources,  notably 
oil,  have  been  granted  far  greater  allowances 
for  depletion  than  can  be  justified  on  any 
reasonable  basis  of  tax  equity.  If  the  in¬ 
come  tax  is  to  be  extended  to  lower  incomes, 
this  privilege  of  tax  escape  should  simul¬ 
taneously  be  removed. 

A  few  months  ago  the  Congress  eliminated 
the  tax-exemption  privilege  from  new  issues 
cf  Federal  securities.  The  purchasers  of  new 
State  and  local  securities  still  enjoy  this  ex¬ 
emption.  The  exemption  was  inequitable 
and  expensive  even  in  normal  times.  It  can¬ 
not  be  borne  longer  in  a  time  like  this,  and 
especially  if  we  are  to  increase  the  direct 
tax  burdens  of  persons  with  smaller  incomes. 

In  its  suggestion  to  the  Ways  and  Means 
Committee  the  Treasury  recommended  sub¬ 
stantial  increases  in  estate  and  gift  taxes  and 
lower  exemptions.  In  part,  this  recommenda¬ 
tion  was  followed;  but,  in  my  opinion,  the 
estate  and  gift  taxes  should  reach  more 
estates  and  provide  more  revenue  if  we  are 
going  to  tax  smaller  incomes. 

Cculd  anything  more  emphatic  have 
been  said  about  what  should  come  first? 

What  did  the  committee  do?  They 
complied  with  none  of  the  qualifying  pro¬ 
visions,  but  proceeded  to  lowering  the  ex¬ 
emptions  nevertheless. 

As  an  advocate  in  past  years  for  the 
lowering  of  income-tax  exemptions,  I 


have  consistently  maintained  that  such 
was  a  preferable  choice  as  between  that 
or  consumption  taxes.  I  still  adhere  to 
that  view.  But  I  am  wholly  unwilling  to 
soak  the  poor  man  with  both.  That  is 
precisely  what  this  bill  does. 

The  T.  N.  E.  C.  Monograph  No.  3,  en¬ 
titled  “Who  Pays  the  Taxes,”  reveals 
some  facts  that  many  pressure  groups 
are  trying  desperately  to  discredit.  It 
reveals  that,  because  of  hidden  and  re¬ 
gressive  taxes,  consumers  in  the  lowest 
income  brackets  are  paying  a  larger 
share  of  their  income  in  taxes  than  are 
substantially  wealthier  income  groups. 

I  am  unwilling  to  place  a  heavier  bur¬ 
den  on  them  through  this  bill. 

The  following  tabulation  shows  con¬ 
cisely  how  income-tax  rates  and  exemp¬ 
tions  have  been  changed  in  past  years: 

Federal  individual  income-tax  rates 


Income 

Personal 

exemptions 

Nor¬ 

mal 

Surtaxes 

Maxi¬ 

mum, 

nor- 

year 

Single 

Mar¬ 

ried 

tax 

rate 

Begin 

at— 

Bange 
o(  rates 

mal, 

and 

surtax 

1913-15.. 

$3, 000 

$4, 000 

Pci. 

1 

$20, 000 

Pet. 

1-6 

Pet. 

7 

1910 . 

3, 000 

4, 000 
2,000 

2 

20,  000 

1-13 

15 

1917  i__„ 

1, 000 

2.4 

5,000 

1-63+ 

67+ 

1918 _ 

1, 000 

2,  000 

6-12 

5,  000 

1-65 

77 

1919-20. . 

1,  000 

2,  COO 

4-8 

5,  000 

1-65 

73 

1921 . 

1,  000 

2,500 

4-8 

5,000 

1-65 

73 

1922-23. . 

1,  000 

2,  500 

4-8 

6,  000 

1-50 

58 

1924 . 

1,000 

2,500 

2-6 

10,  000 

1-40 

46 

1925-28.. 

1,  500 

3,500 

1J4-5 

10, 000 

1-20 

25 

1929 . 

1,  500 

3,500 

H-4 

10,  000 

1-20 

24 

1930-31.. 

1,500 

3,  500 

1*4-5 

10,  000 

1-20 

25 

1932-33.. 

1,  000 

2,  500 

4-8 

0,  000 

1-55 

-  63 

1934-35.. 

1,  000 

2,500 

4 

4,000 

4-59 

63 

1936-39.. 

1,  000 

2,500 

4 

4,000 

4-75 

79 

1940 . 

800 

2,000 

4.4 

4,  000 

4.  4-75+ 

79+ 

. 1  Certain  individuals  and  partnerships  were  subject 
also  to  an  excess-profits  tax  in  1917. 

Source:  Compiled  from  Statistics  of  Income  and  Bev 
enue  Acts.  Because  of  numerous  changes  in  the  detailed 
provisions  of  the  latter,  the  rates  tabulated  above  are  not 
strictly  comparable. 

Part  V.  Conclusions 

The  existing  tax  structure  is  inequi¬ 
table.  It  violates  the  principle  of  ability 
to  pay.  The  pending  tax  bill,  if  en¬ 
acted  into  law,  will  impose  even  greater 
burdens  upon  the  great  masses  of  the  peo¬ 
ple  who  have  the  least  ability  to  pay. 
Taxes  which  mean  a  reduction  of  an 
already  unconscionably  low  standard  of 
living  are  proposed  to  be  levied,  while  fat 
profits  from  defense  spending  get  off  with 
only  a  relatively  minor  share  of  the  total 
burden. 

Smaller  corporations  are  threatened  by 
an  economic  pincers  movement  more 
powerful  than  the  giant  monopolies  have 
ever  been  able  to  muster,  fostered  by 
Government  itself.  We  face  a  paradox 
of  depression  and  underemployment  in 
the  midst  of  defense  prosperity.  The 
two  jaws  of  the  Government  pincers 
movement  are  priorities  and  defense  con¬ 
tracts.  Priorities  are  depriving  nonde¬ 
fense  industries  of  raw  materials  neces¬ 
sary  for  their  existence.  Defense  con¬ 
tracts  have  gone  for  the  most  part  to  big 
business.  The  result  is  that  small  busi¬ 
ness,  which  is  denied  materials  for  normal 
production,  must  shut  down,  while  big 
business  gets  defense  contracts  to  replace 
normal  production. 

The  pending  tax  bill,  instead  of  drasti¬ 
cally  increasing  the  yield  from  an  effec¬ 
tive  excess-profits  tax,  shifts  $500,000,000 
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from  the  normal  corporation  tax  yield 
(by  the  reversal  of  credits)  and  adds  it 
to  the  estimated  yield  from  excess-profits 
taxes.  At  the  same  time  corporations, 
large  and  small,  are  to  have  their  taxes 
jacked  up  without  regard  to  profits  made 
from  the  defense  spending. 

For  many  years  the  Senate  and  the 
taxpayers  have  been  promised  a  genuine 
revision  of  the  tax  structure  and  each 
year  the  promise  is  never  fulfilled. 

With  an  additional  lend-lease  appro¬ 
priation  for  aid  to  other  countries  about 
to  be  submitted  to  Congress  which  will 
no  doubt  equal,  if  not  exceed,  the  addi¬ 
tional  revenues  to  be  raised  by  the  pend¬ 
ing  bill,  it  is  idle  to  lull  ourselves  into 
the  false  dream  that  the  present  bill  is 
within  gunshot  of  being  adequate  to  meet 
the  fiscal  crisis  which  confronts  the 
Treasury  now  and  in  the  foreseeable 
future. 

To  pile  a  hodgepodge  tax  bill  upon  the 
existing  hodgepodge  tax  structure  im¬ 
pairs  the  functioning  of  our  economy. 
One  of  the  essentials  necessary  to  free 
production  for  the  defense  effort  is  a 
sound  tax  structure.  Passage  of  the 
pending  bill,  with  all  of  its  acknowledged 
injustices  and  hardships,  might  be  ac¬ 
cepted  if  the  individual  and  corporate 
taxpayers  could  be  assured  this  was  all 
they  would  be  asked  to  carry.  Such  is 
not  the  case.  They  have  already  been 
informed  that  another  and  bigger  tax 
bill  is  to  be  enacted  next  year.  This 
kind  of  blunderbuss  tax  procedure  threat¬ 
ens  the  entire  production  effort  for  de¬ 
fense.  It  intensifies  the  resentment  of 
all  kinds  of  taxpayers.  It  will  tend  to 
increase  disunity  instead  of  foster  unity. 

It  is  my  firm  conviction  that  the  pend¬ 
ing  bill,  which  makes  an  intolerable  tax 
structure  infinitely  worse,  should  be  re¬ 
jected  and  thoroughgoing  revision  of  the 
tax  structure  based  on  the  sound  prin¬ 
ciple  of  ability  to  pay  should  be  imme¬ 
diately  undertaken. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  engrossment  of  the 
amendments  and  the  third  reading  of  the 
bill. 

The  amendments  were  ordered  to  be 
engrossed  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  passage  of  the  bill. 

Mr.  LA  FOLLETTE.  I  ask  for  the 
yeas  and  nays. 

The  yeas  and  nays  were  ordered,  and 
the  Chief  Clerk  proceeded  to  call  the 
roll. 

Mr.  HOLMAN  (when  his  name  was 
called).  I  have  a  general  pair  with  the 
junior  Senator  from  Tennessee  TMr. 
Stewart].  I  am  advised  that  if  he  were 
present  he  would  vote  as  I  shall  vote. 
Therefore  I  am  at  liberty  to  vote.  I  vote 
“yea.” 

Mr.  McNARY  (when  his  name  was 
called).  I  am  advised  that  if  the  Sen¬ 
ator  from  Tennessee  [Mr.  McKellar], 
with  whom  I  am  paired,  were  present  he 
would  vote  as  I  am  about  to  vote.  I  vote 
“yea.” 

The  roll  call  was  concluded. 

Mr.  HATCH.  My  colleague  the  junior 
Senator  from  New  Mexico  [Mr.  Chavez] 
is  unavoidably  detained.  I  am  author¬ 


ized  to  say  that  if  present  he  would  vote 
“yea.” 

Mr.  BYRD.  My  colleague  the  senior 
Senator  from  Virginia  [Mr.  Glass]  is  de¬ 
tained  because  of  illness.  I  am  in¬ 
structed  to  say  that  were  he  present  he 
would  vote  “yea.” 

Mr.  McNARY.  The  junior  Senator 
from  South  Dakota  [Mr.  Gurney]  is  un¬ 
avoidably  absent.  If  he  were  present,  he 
would  vote  “yea”  on  this  question. 

The  Senator  from  Kansas  [Mr.  Reed] 
is  necessarily  absent.  If  present,  he 
would  vote  “yea.” 

The  roll  call  was  concluded. 

Mr.  HILL.  I  announce  that  the  Sen¬ 
ator  from  Washington  [Mr.  Bone]  and 
the  Senator  from  New  York  [Mr.  Wag¬ 
ner]  are  absent  from  the  Senate  because 
of  illness. 

The  Senator  from  South  Dakota  [Mr. 
Bulow]  is  detained  in  one  of  the  Gov¬ 
ernment  departments. 

The  Senator  from  Kentucky  [Mr. 
Chandler]  is  absent  on  a  defense-inspec¬ 
tion  tour. 

The  Senators  from  Tennessee  [Mr. 
McKellar  and  Mr.  Stewart],  the  Sen¬ 
ator  from  Utah  [Mr.  Murdock],  the 
Senator  from  Florida  [Mr.  Pepper],  the 
Senator  from  New  Jersey  [Mr.  Sma- 
thers],  the  Senator  from  Oklahoma  [Mr. 
Thomas],  and  the  Senator  from  Montana 
[Mr.  Wheeler]  are  necessarily  absent. 

I  am  advised  that  if  present  and  vot¬ 
ing,  the  Senator  from  Kentucky  [Mr. 
Chandler],  the  Senators  from  Tennes¬ 
see  [Mr.  McKellar  and  Mr.  Stewart], 
the  Senator  from  Utah  [Mr.  Murdock], 
the  Senator  from  Florida  [Mr.  Pepper], 
the  Senator  from  New  Jersey  [Mr. 
Smathers],  the  Senator  from  Oklahoma 
[Mr.  Thomas],  and  the  Senator  from 
New  York  [Mr.  Wagner]  would  vote 
“yea.” 

Mr.  AUSTIN.  My  colleague  [Mr. 
Aiken]  is  absent  attending  a  funeral. 
If  present,  he  would  vote  “yea”  on  this 
question. 

The  Senator  from  Pennsylvania  [Mr. 
Davis]  is  absent  on  official  business.  If 
present,  he  would  vote  “yea.” 

The  Senator  from  Ohio  [Mr.  Taft] 
is  necessarily  absent.  If  present,  he 
would  vote  “yea.” 

The  Senator  from  Minnesota  [Mr. 
Shipstead]  has  a  general  pair  with  the 
Senator  from  Virginia  [Mr.  Glass]. 

The  Senator  from  Indiana  [Mr.  Wil¬ 
lis]  is  absent  because  of  a  personal 
injury. 

The  Senator  from  Minnesota  [Mr. 
Ball]  is  necessarily  absent. 

The  result  was  announced — yeas  67, 
nays  5,  as  follows: 

YEAS— 67 


Adams 

Clark,  Mo. 

Kilgore 

Andrews 

Connally 

Lee 

Austin 

Danaher 

Lodge 

Bailey 

Downey 

Lucas 

Bankhead 

Eastland 

McFarland 

Barbour 

Ellender 

McNary 

Barkley 

George 

Maloney 

Bilbo 

Gerry 

Mead 

Brewster 

Gillette 

Murray 

Bridges 

Green 

O’Daniel 

Brooks 

Guffey 

O’Mahoney 

Brown 

Hatch 

Overton 

Bunker 

Hayden 

Peace 

Burton 

Herring 

Radcliffe 

Butler 

Hill 

Reynolds 

Byrd 

Holman 

Rosier 

Capper 

Hughes 

Russell 

Caraway 

Johnson,  Colo. 

Schwartz 

Smith 

Truman 

Wallgren 

Spencer 

Tunnell 

Walsh 

Thomas,  Idaho 

Tydings 

Wiley 

Thomas,  Utah 

Vandenberg 

Tobey 

Van  Nuys 

NAYS— 5 

Clark,  Idaho 

Langer 

Nye 

La  Follette 

McCarran 

NOT  VOTING— 
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Aiken 

Gurney 

Smathers 

Ball 

Johnson,  Calif. 

Stewart 

Bone 

McKellar 

Taft 

Bulow 

Murdock 

Thomas,  Okla. 

Chandler 

Norris 

Wagner 

Chavez 

Pepper 

Wheeler 

Davis 

Reed 

White 

Glass 

Shipstead 

Willis 

So  the  bill  (H.  R.  5417)  was  passed. 

Mr.  GEORGE.  I  move  that  the  Sen¬ 
ate  insist  upon  its  amendments,  request 
a  conference  with  the  House  thereon,  and 
that  the  Chair  appoint  the  conferees  on 
the  part  of  the  Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  George, 
Mr.  Walsh,  Mr.  Barkley,  Mr.  Capper,  and 
Mr.  Davis  conferees  on  the  part  of  the 
Senate. 

Mr.  GEORGE.  Mr.  President,  I  ask 
unanimous  consent  that  the  bill  be 
printed  with  the  Senate  amendments 
numbered. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered. 
APPORTIONMENT  OP  REPRESENTATIVES 
IN  CONGRESS 

Mr.  BARKLEY.  Mr.  President,  I  ask 
unanimous  consent  that  House  bill  2665, 
Calendar  No.  594,  a  bill  to  provide  for 
apportioning  Representatives  in  Congress 
among  the  several  States  by  the  equal- 
proportions  method,  be  made  the  unfin¬ 
ished  business. 

In  connection  with  that  request,  let  me 
say  that  it  is  not  intended  that  the  bill 
shall  be  taken  up  for  consideration  of 
the  Senate  earlier  than  the  22d  of  this 
month.  Whether  it  can  be  taken  up  on 
that  day  will  be  determined  by  the  situa¬ 
tion  as  it  then  exists,  but  it  will  not  be 
taken  up  for  consideration  earlier  than 
3;that  date.  As  I  understand,  that  is 
agreeable  to  the  Senator  from  Arkansas 
[Mrs.  Caraway]  and  to  both  Senators 
from  Michigan. 

Mr.  VANDENBERG.  /It  is  agreeable, 
,so  far  as  I  am  concerned. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
jfrom  Kentucky? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill  (H.  R. 
2665)  to  provide  for  apportioning  of 
Representatives  in  Congress  among  the 
several  States  by  the  equal-proportions 
method. 

LEGISLATIVE  PROGRAM 

Mr.  BARKLEY.  Mr.  President,  I  wish 
to  make  a  statement  for  the  information 
of  the  Senate.  The  passage  of  the  tax 
bill,  which  has  just  been  acted  upon, 
disposes  of  the  important  pending  busi¬ 
ness.  There  are  some  measures  on  the 
calendar,  but  I  do  not  think  that  any  of 
them  is  sufficiently  urgent  to  require  a 
call  of  the  calendar  within  the  next  few 
days. 

There  is  in  the  offing  a  new  appropria¬ 
tion  bill  for  carrying  out  the  purposes 
of  the  Lend  Lease  Act.  Of  course,  the 
House  will  have  to  consider  that  measure 
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first,  and  under  the  arrangement  under 
which  the  House  is  operating  the  Com¬ 
mittee  on  Appropriations  may  not  take 
that  bill  up  for  consideration  earlier 
than  the  15th  of  September,  assuming 
that  by  that  time  the  Budget  Director 
will  have' a  recommendation  for  its  con¬ 
sideration.  I  very  seriously  doubt 
whether  that  bill  will  be  ready  for  the 
consideration  of  the  Senate  within  the 
next  2  weeks. 

In  addition,  there  is  the  price-mainte¬ 
nance  bill,  concerning  which  the  House 
Committee  on  Banking  and  Currency  has 
begun  hearings,  but  it  has  not  completed 
them  and  will  not  resume  them  until  the 
15th  of  this  month. 

So  for  the  next  2  weeks,  so  far  as  I  can 
now  see,  there  will  be  no  important  leg¬ 
islation  before  the  Senate.  Senators  may 
act  accordingly. 

The  Senator  from  Oregon  [Mr.  Mc- 
Nary]  calls  my  attention  to  the  fact  that 
there  may  be  the  possibility  of  a  report 
from  the  conference  committee  on  the 
revenue  bill;  but,  even  so,  I  do  not  know 
that  there  will  be  so  much  difficulty  about 
adopting  the  conference  report  as  to  re¬ 
quire  Senators  to  return,  although  we 
cannot  predict  what  the  conference  re¬ 
port  will  contain.  Barring  the  possibility 
that  the  conference  report  on  the  reve¬ 
nue  bill  may  be  of  such  a  nature  as  to 
require  the  presence  of  a  quorum  of  the 
Senate,  there  will  be  no  need  for  Sena¬ 
tors  to  remain  in  the  city  during  the 
next  2  weeks  unless  they  so  desire. 

CONSTRUCTION  OP  CERTAIN  PUBLIC 

WORKS  IN  THE  DISTRICT  OP  COLUM¬ 
BIA  BY  THE  WAR  DEPARTMENT 

Mr.  MALONEY.  Mr.  President,  can 
the  majority  leader  tell  me  when  there 
is  likely  to  be  another  call  of  the  cal¬ 
endar? 

Mr.  BARKLEY.  I  think  there  will  be 
a  call  immediately  following  the  period 
of  2  weeks  to  which  I  have  referred. 

Mr.  MALONEY.  I  wonder  if  the  ma¬ 
jority  leader  would  object  to  my  asking 
unanimous  consent  for  the  immediate 
consideration  of  House  bill  5146,  a  bill  to 
amend  an  act  entitled  “An  act  to  au¬ 
thorize  the  Secretary  of  War  to  proceed 
with  the  construction  of  certain  public 
works  in  connection  with  the  War  De-/ 
partment  in  the  District  of  Columbia,*’ 
approved  June  15,  1838. 

Mr.  BARKLEY.  I  have  no  objection. 

Mr.  MALONEY.  I  should  like /to  ex¬ 
plain  briefly  that  the  bill  pass’ed  the 
Senate  on  the  call  of  the  calendar.  At 
the  suggestion  of  the  senior  Senator 
from  Ohio  [Mr.  Taft]  it  was  referred  to 
the  Committee  on  Public,  Buildings  and 
Grounds.  We  have  held  hearings.  The 
bill  now  comes  back  in  the  same  form, 
with  the  exception  of,  one  minor  amend¬ 
ment.  I  do  not  like  to  see  the  War  De¬ 
partment  delayed;  and  if  the  majority 
leader  is  willing  I  should  like  to  ask 
unanimous  consent  for  the  immediate 
consideration  of  the  bill. 

Mr.  BARKLEY.  I  have  no  objection  to 
that  procedure. 

Mr.  MALONEY.  I  am  certain  there 
will  be  no  controversy  over  it,  and  that 
there  will  be  no  objection. 

I  ask  unanimous  consent  that  the  Sen¬ 
ate  proceed  to  the  consideration  of  House 
bill  5146,  calendar  697. 


The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  Connecticut? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  bill  (H.  R.  5146) 
to  amend  an  act  entitled  “An  act  to  au¬ 
thorize  the  Secretary  of  War  to  proceed 
with  the  construction  of  certain  public 
works  in  connection  with  the  War  De¬ 
partment  in  the  District  of  Columbia,” 
approved  June  15,  1938,  which  had  been 
reported  from  the  Committee  on  Mili¬ 
tary  Affairs  without  amendment;  and 
subsequently  reported  from  the  Commit¬ 
tee  on  Public  Buildings  and  Grounds  with 
an  amendment  on  page  2,  line  5,  after  the 
words  “and  to”  to  strike  out  “purchase” 
and  insert  “acquire  by  purchase,  con¬ 
demnation,  or  otherwise”;  in  line  6,  after 
the  word  "Provided”  to  strike  out  “That 
the  advice  of  the  National  Capital  Park 
and  Planning  Commission  as  to  the  se¬ 
lection  of  the  site  be  requested  before 
construction  herein  authorized  shall  be¬ 
gin”  and  insert,  “That  the  location  and 
design  of  such  building  shall  be  subject 
to  the  approval  of  the  National  Capital 
Park  and  Planning  Commission”;  so  as 
to  make  the  bill  read: 

Be  it  enacted,  etc.,  That  the  act  entitled 
“An  act  to  authorize  the  Secretary  of  War 
to  proceed  with  the  construction  of  certain 
public  works  in  connection  with  the  War 
Department  in  the  District  of  Columbia”, 
approved  June  15,  1938,  is  hereby  amended 
to  read  as  follows:  “That  the.  Secretary  of 
War  is  hereby  authorized  to  construct  in  the 
District  of  Columbia  a  building  with  the 
utilities,  accessories,  and  appurtenances 
thereto  to  replace  the  present  Army  Medical 
Library  and  Museum  Building  now  located 
in  the  District  of  Columbia,  and  to  acquire 
by  purchase,  condemnation,  or  otherwise  a 
suitable  site:  Provided,  That  the  location 
and  design  of  such  building  shall  be  subject 
to  the  approvaLof  the  National  Capital  Park 
and  Planning  gfommission:  Provided  further, 
That  the  total  cost  of  the  construction  and 
acquisition  6t  a  suitable  site  hereby  author¬ 
ized  shall/hot  exceed  the  sum  of  $4,750,000.” 

The. amendment  was  agreed  to. 

The  amendment  was  ordered  to  be  en- 
groj[§ed,  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time,  and 

■'passed. 

WAIVER  OP  STOCKHOLDERS’  LIABILITY 

BY  FEDERAL  DEPOSIT  INSURANCE  COR¬ 
PORATION 

Mr.  NYE.  Mr.  President,  the  Senator 
from  Kentucky  has  stated  that  there  is 
nothing  of  urgent  importance  on  the  cal¬ 
endar.  I  could  not  argue  that  there  is 
national  importance  attaching  to  Senate 
bill  1014,  Calendar  695;  but  the  issue  in¬ 
volves  an  amendment  to  the  Federal  Re¬ 
serve  Act  respecting  a  banking  situation 
in  my  own  State  which  is  imperative  to 
the  stockholders  of  a  bank.  This  meas¬ 
ure  was  passed  by  the  Senate  at  the  last 
session.  There  has  been  delay  in  obtain¬ 
ing  action  by  the  Banking  and  Currency 
Committee  at  this  session  of  Congress; 
but  the  bill  has  been  reported  without 
amendment,  and  I  ask  unanimous  con¬ 
sent  for  its  immediate  consideration. 

Mr.  BARKLEY.  I  have  no  objection. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  North  Dakota? 

There  being  no  objection,  the  bill  (S. 
1014)  to  amend  section  12B  of  the  Fed¬ 


eral  Reserve  Act,  as  amended,  was  con¬ 
sidered,  ordered  to  be  engrossed  for  a 
third  reading,  read  the  third  time,  and 
passed,  as  follows: 

Be  it  enacted,  etc.,  That  the  first  proviso 
of  paragraph  (7)  of  subsection  (1)  of  section 
12B  of  the  Federal  Reserve  Act,  as  amended, 
is  amended  by  inserting  after  the  words 
“with  respect  to  any  bank  which  closes  after 
the  date  this  paragraph  as:  amended  takes 
effect”  the  words  “or  which  was  reorganized 
subsequent  to  March  9,  1933,  and  closed  sub¬ 
sequent  to  January  1,  1938.” 

STRIKE  CF  CUBAN  SUGAR  PRODUCERS 

AGAINST  UNITED  STATES  CONSUMERS 

Mr.  O’MAHONEY.  Mr.  President, 
much  as  I  dislike  to  trespass  upon  the 
time  of  the '  Senate  at  this  moment, 
knowing  that  Members  of  the  Senate, 
having  finished  their  arduous  labors  on 
the  revenue  bill,  are  anxious  to  bring  this 
session  to  a  close,  nevertheless  I  feel 
that  I  should  call  the  attention  of  the 
Senhte  and  of  the  country  to  the  fact 
that  there  appears  to  be  a  strike  on  the 
part  of  the  Cuban  producers  of  sugar 
against  the  consumers  of  sugar  in  the 
United  States. 

Upon  my  return  to  Washington  two 
or  three  days  ago  after  a  visit  to  the 
West  I  was  amazed  to  learn  of  the  con¬ 
ditions  which  are  developing.  In  view 
of  the  fact  that  on  next  Monday  the 
Committee  on  Reciprocity  Information 
will  begin  its  hearings  upon  a  proposal 
to  reduce  the  tariff  on  Cuban  sugar,  I 
desire  to  take  this  opportunity  to  lay  the 
facts  before  the  Senate. 

On  about  the  13th  or  14th  of  August 
the  Office  of  Price  Administration  and 
Civilian  Supply  placed  a  ceiling  upon  the 
price  of  sugar  of  $3.50  a  hundred,  as  I 
recall. 

Earlier  in  the  year  the  Government  of 
the  United  States,  through  the  Export- 
Import  Bank,  had  made  a  loan  of  some 
$10,000,000  or  $11,000,000  to  the  pro¬ 
ducers  of  sugar  in  Cuba  to  enable  them 
to  produce  some  400,000  tons  of  sugar, 
upon  the  consideration  that  such  sugar 
should  be  kept  off  the  market.  That 
extra  quantity  of  sugar  has  been  pro¬ 
duced’.  It  is  available  in  Cuba. 

Mr.  ADAMS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  O’MAHONEY.  I  yield. 

Mr.  ADAMS.  Does  the  Senator  in¬ 
tend  to  reach  back  and  point  out  the 
fact  that  the  Senator  from  Wyoming 
and  other  western  Senators - 

Mr.  O’MAHONEY.  Including  the  Sen¬ 
ator  from  Colorado. 

Mr.  ADAMS.  The  Senator  from  Wyo¬ 
ming  and  other  western  Senators,  includ¬ 
ing  the  Senator  from  Colorado,  asked  to 
have  the  restriction  on  the  acreage  and 
production  of  sugar  in  the  United  States 
raised,  and  we  were  told  that  the  conti¬ 
nental  surgar  producer  should  not  be  per¬ 
mitted  to  produce  his  normal  amount  of 
sugar  because  of  the  excess  supplies  of 
sugar  available. 

Then,  after  the  time  for  planting  had 
passed,  the  Senator  from  Wyoming  and 
myself  succeeded  in  having  passed 
through  the  Senate  a  bill  to  divert  to  the 
continental  producers  of  sugar  the  deficit 
from  the  Philippines  in  order  that  there 
might  be  additional  sugar  for  the  con¬ 
sumer  and  in  order  that  prices  might  not 
go  up.  That  bill  has  made  no  headway 
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AN  ACT 

To  provide  revenue,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Seyiate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  asse?nbled, 

3  That  this  Act,  divided  into  titles  and  sections  according  to 

4  the  following  Table  of  Contents,  may  be  cited  as  the 

5  “Revenue  Act  of  1941”: 
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1  TITLE  I— INDIVIDUAL  AND  CORPORATION 

2  INCOME  TAXES 

3  SEC.  101.  SURTAX  ON  INDIVIDUALS. 

4  Section  12  (b)  of  the  Internal  Revenue  Code  is 

5  amended  to  read  as  follows: 
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1  “(b)  Rates  of  Surtax— There  shall  be  levied,  col- 

2  lected.  and  paid  for  each  taxable  year  upon  the  surtax  net 

3  income  of  every  individual  the  surtax  shown  in  the  following 

4  table : 


the  surtax  net  income  is*  Tbe  surtax  sbali  be* 

Hot  over  $2,000 _  0%  el  tbe  snrtnx  net  ineomer 

Over  $2,000  bnt  net  over  $4$100 _  $100,  pins  8%  el  exeess  over  $2,000. 

Over  $1;000  bnt  net  over  $6;0QQ _ $200-, ■  pins  44%  el  exeess  over 

$4^00 

Over  $0000  bnt  net  ever  $8,000 _ $180,  pins  40%  e4  excess  ever 

$0000 

Over  $8,000  bnt  net  ever  $40;090_.  $780;  pins  40%  el  excess  ever 

Over  $40,-000  bnt  net  ever  $4-2-,000_  $4000  pins  20%  e4  excess  ever 

$40%00 


1  ll'lll'  (  l)U>  1  ■  1  1  r  l->  /  >  T 

\/TXT  •  r’  A-  —  j  'j  \j  kj  TTTiT  11'  ’  L  U  V  \_ 

Over  $1-1,000  bnt  net  ever 


_  $-1-000;  plus  20%  el  cx-ecss  over 


$8-109;  pins  20%  el  excess  over 

$11,000. 

Over  $16,000  bnt  net  ever  $4§O00_  $2,660;  pins  04%  el  exeess  ever 


Over  $48000  bnt  net  ever  $20;009, 
Over  $20000  bnt  net  ever  $2-2-,-QQ0_ 


Ovf-r  £S 

“  T  Vi  rpz. 


1  All  -1A  r\4~  ATTAT>  ' 
\  j  L 1 1  II'  'l  tyTur 


$46090 

$0;280,-  -plus  00%  el  excess  over 
$48000 

$0040;  pins  00%  el  excess  ever 
$20O00t 

1;  phrs  00%  el  c-xeess  ever 


Over  $26,000  bnt  net  ever  $32,000,  $6,220;  pins  42%  el  excess  ever 

Over  $82,000  bnt  net  over  $38,000_  $8,710;  pins  40%  el  exeess  ever 

$02O00t 

Over  $38,000  bnt  net  ever  $11,000-  $11,110,  pins  48%  el  excess  ever 

&QQ  AAA 

$11,020,  pbts  00%  el  excess  ever 
$44%0O 

$17,320;  pins  00%  el  excess  ever 


1  iTAt'  ^  .1  ,1  I  II  W  I  I~|11T  T~l  <>  4  A  TTA  II  M»  r>  /  I  I 

V/Tvr  ’  l  Ly  '  yj\j  TTTVV  TTTTn  U  V  Cl  YpUJv/ 

fl  1  XTA  1  »  ^llrvl  i  (  W  H  >  Kl  1  t  1~t  / -\4-  ATTA>1  U!k£W. 

V  11  'p*  •  'J  p J  \J  \J  Mil  L  I  !TV7  U  '  /  V  i  I 


Over  $60;000  bnt  net  ever  $70;000-  $22029;  pk-ts  00%  el 

$69%0O 

1  M  t  -  /  >  v>  UJ  /A  /  1/  H  \  hnl  t~  /~\  t  r  /-» ii  Q.  Q  A  I  II  II 

v/TTT  TL>  i  yJ  T/CTi  TtT/T  v /  V  v  I  tTj •  j V/  iUO  v 


over 


00_  $28,120,-  pins  07%  el  excess  ever 

$70000 

bnt  net  ever  $90$300_  $er*  ,820  plus  00%  el  cxcoso  ever 

$80^00 

00_  $39,720;  pins  64%  el  oxceos  over 

$90,000: 

Over  $lQ0-,-0Q9  bnt  net  ever  $15,820;  pins  68%  el  excess  ever 


T )  yp  tg  CA 

TTrur  tp<“v/ ^ 

(T pn v*  820  A  QOO  ]^pf  ~t~i  /  \4  attau 

T7TTT  p7>Tvy  yJ\j\J  17 1  v  l  11“  7 17  V  11 


$150,000. 


$400;000 


ffl  f  a  on  v»4  n  v  r>nl  in  a  a  *v<  a  ia  » 

-L  X  HLv  14  A  v  it.  A  11  v  L  lllv  1/ 411^  10  • 


Over  $150,000 

1 1  f 

T7TTT7 

•a  a4 

TTTTO 

$200,000. 

Over  $200000 

Jail 

T7TTr7 

11  iif 

II"  '  U 

$250,000.- 

Over  $250,000 

Kiif 
‘J  l  it! 

A  Af 

I  1  '  /  l1 

$300,-000.- 

Over  $300,000 

|-^  11^-j 

iiot’ 

$400,-000; 

rv  d?  A  AA  AAA 

}~v  |  1  f 
TTCTV 

A  /~»f 

TtTTTI 

$500,000.- 

Ovor  $500,000 

Kii  f 
T7TTO 

Ovor  $750,000 

l.i  1  f 
TTtTT 

$-1-, 000.000; 

Over  $1,000,000 

1 1  /  ,  j 
.1 1  *  r  I’ 

Over  $2,000,000 

$5,000,000. 


Over  $5,000,000. 

“//  Me  surtax  net  income  is: 

Not  over  $2,000 _ 

Over  $2,000  but  not  over  $4,000.  . 
Over  $4-, 000  but  not  over  $6,000 ... 

Over  $6,000  but  not  over  $8,000.. 

Over  $8,000  but  not  over  $ 10,000 _ 

Over  $10,000  but  not  over  $12,000. 

Over  $12,000  but  not  over  $14,000. 

Over  $14,000  but  not  over  $16,000. 

Over  $16,000  but  not  over  $18,000. 

Over  $18,000  but  not  over  $20,000. 

Over  $20,000  but  not  over  $ 22,000 . 

Over  $22,000  but  not  over  $ 26,000 . 

Over  $26,000  but  not  over  $32,000. 

Over  $32,000  but  not  over  $38,000. 

Over  $38,000  but  not  over  $44,000. 

Over  $44,000  but  not  over  $50,000. 


The  surtax  shall  be-* 

over-  $78^820;  plus  08%-  ©4  excess  ovor 
$150,000. 

over  $108,020,  plus  64%  el  oxocso  over 

$200,000. 

ov-ep  $110,320,  plug  00%  el  cxeoog  over 
$250,000. 

over  $173,320,  plug  08%  el  exeesg  over 
$300,000. 

ever  $2444320;  plug  70%  el  oxooso  over 

$100,000. 

over  $311,320,  plug  71%  el  excess  ever 
$500,000. 

ever  $188,820,  plus  72%  el  exccso  ovor 
$750.00 0y 

over  $668,820,-  plug  78%  el  oxcoog  ovor 
$1-, 000, 000: 

ovor  $1,398,820,  plus  74%  el  oxcoog  ever 

$2,000,000; 

^*7*  HI  Q  QOA  r\  1  11  r:  1  r\  fT/^.  4-  x.-  r\  r-  r,  /vir/iri 

» P -  v ^ i « o w ' . ' ^  Txrm  I  *  ’  /\j  vi  '  - .x’  '*  » 7« i  < '  t  *  i 

$o,000,000.,1 

The  surtax  shall  be: 

6%  of  the  surtax  net  income. 

$120,  plus  9%  of  excess  over  $2,000. 
$300,  plus  13%  of  excess  over 
$4,000. 

$560,  plus  17%  of  excess  over 

$6,000. 

$900,  plus  21%  of  excess  over 

$8,000. 

$1,320  plus  25%  of  excess  over 

$10,000. 

$1,820,  plus  29%  of  excess  over 

$12,000. 

$2^.00,  plus  32%  of  excess  over 
$14,000. 

$3,040,  plus  35%  of  excess  over 
$16,000. 

$3,740,  plus  38%  of  excess  over 
$18,000. 

$4,500,  plus  41%  of  excess  over 

$20,000. 

$5,320,  plus  44%  of  excess  over 

$22,000. 

$7,080,  plus  47%  of  excess  over 
$26,000. 

$9,900,  plus  50%  of  excess  over 
$32,000. 

$12,900,  plus  53%  of  excess  over 
$38,000. 

$16,080,  plus  55%  of  excess  over 

$44,000. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
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If  the  surtax  net  income  is: 

Over  $ 50,000  but  not  over  $60,000- 

Over  $60,000  but  not  over  $ 70,000 _ 
Over  $70,000  but  not  over  $80,000- 
Over  $80,000  but  not  over  $90,000- 
Over  $90,000  but  not  over  $100,000- 


Over  $100,000 
$150,000. 

but 

not 

over 

Over  $150,000 
$200,000. 

but 

not 

over 

Over  $200,000 
$250,000. 

but 

not 

over 

Over  $250,000 
$300,000. 

but 

not 

over 

Over  $300,000 
$400,000. 

but 

not 

over 

Over  $400,000 
$500,000. 

but 

not 

over 

Over  $500,000 
$750,000. 

but 

not 

over 

Over  $750,000 
$1,000,000. 

but 

not 

over 

Over  $1,000,000 
$2,000,000. 

but 

not 

over 

Over  $2,000,000 

but 

not 

over 

$5,000,000. 
Over  $5,000,000. 


The  surtax  shall  be: 

$ 19,380 ,  plus  57%  of  excess  over 
$50,000. 

$25,080,  phis  59%  of  excess  over 
$60,000. 

$ 30,980 ,  plus  61  %  of  excess  over 
$70,000. 

$37,080,  plus  63%  of  excess  over 
$80,000. 

$43,380,  plus  64%  of  excess  over 
$90,000. 

$ 49,780 ,  plus  65%  of  excess  over 

$100,000. 

$82,280,  plus  66%  of  excess  over 
$150,000. 

$115,280,  plus  67%  of  excess  over 

$200,000. 

$148,780,  plus  69%  of  excess  over 
$250,000. 

$183f280,  plus  71%  of  excess  over 
$300,000. 

$ 254,280 ,  plus  72%  of  excess  over 

$400,000. 

$326,280,  plus  73%  of  excess  over 
$500,000. 

$ 508,780 ,  plus  74%  of  excess  over 
$750,000. 

$693,780,  plus  75%  of  excess  over 

$1,000,000. 

$1,443,780,  plus  76%  of  excess  over 

$2,000,000. 

$ 3,723,780 ,  plus  77  %  of  excess  over 
$ 5,000,000 


(3 )S£C.  102.  OPTIONAL  TAX  ON  INDIVIDUALS  WITH  CERTAIN 
GROSS  INCOME  OF  $3,000  OR  LESS. 


(a)  Optional  Tax. — The  Internal  Revenue  Code  is 
amended  by  inserting  after  section  396  the  following  new 
Supplement: 

“Supplement.  T — Individuals  With  Gross  Income  From  Certain 


Sources  of  $3,000  or  less 
“SEC.  400.  IMPOSITION  OF  TAX. 

“In  lieu  of  the  tax  imposed  under  sections  11  and  12,  an 
individual  may  elect,  for  each  taxable  year,  to  pay  the  tax 
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1  shown  in  the  following  table  if  his  gross  income  for  such  tax- 

2  able  year  is  $3,000  or  less  and  consists  wholly  of  one  or  more 

3  of  the  following:  Salary,  wages,  compensation  for  personal 

4  services,  dividends,  interest,  rent,  annuities,  or  royalties: 


“If  the  gross  income  is  over — 

But  not 

over— 

The  tax  s 

Single  person 
( not  head  of 
a  family ) 

hall  be— 

Head  of  family 
or  married 
person 

$1 _  _ 

$750 

$0 

$0 

$ 750 _ _ _ 

775 

1 

0 

$775 _ 

800 

2 

0 

$800 _ 

825 

3 

0 

$825 _ 

850 

5 

0 

$850 _ 

875 

7 

0 

$875 _ 

900 

9 

0 

$900 _ 

925 

11 

0 

$925 _ 

950 

H 

0 

$950 _ 

975 

16 

0 

$975 _ 

1,000 

18 

0 

$1,000 _ 

1,025 

20 

0 

$1,025 _ 

1,050 

22 

0 

$1,050 _ 

1,075 

24 

0 

$1,075 _ 

1, 100 

26 

0 

$1,100 _ 

1,125 

29 

0 

$1,125 _ 

1,150 

31 

0 

$1,150 _ 

1, 175 

S3 

0 

$1,175 _ 

1,200 

85 

0 

$1,200 _ 

1,225 

87 

0 

$1,225 _ 

1,250 

89 

0 

$1,250 _ 

1,275 

42 

0 

$1,275 _ 

1,800 

U 

0 

$1,800 _ 

1,825 

46 

0 

$1,325 _ 

1,350 

4$ 

0 

$1,350 _ 

1,875 

50 

0 

$1,375 _ 

1,400 

52 

0 

$1,400 _ 

1,425 

55 

0 

$1,425 _ 

1  ;450 

57 

0 

$1,450 _ 

1,475 

59 

0 

$1,475 _ 

1,500 

61 

0 

$1,500 _ 

1,525 

63 

1 

$1,525 _ 

1,550 

65 

2 

$1,550 _ 

1,575 

68 

8 

$1,575 _ 

1,600 

70 

5 

$1,600 _ 

1,625 

72 

6 
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“If  the  gross  income  is  over — 

But  not 
over — 

The  tax  i 

Single  person 
( not  head  of 
a  family) 

hall  be — 

Head  of  family 
or  married 
person 

$1,625 _ 

$1,650 

$74 

$7 

$1,650 _ 

1,675 

76 

9 

$1,675 _ 

1,  700 

78 

11 

$1,700 _ 

1,725 

80 

13 

$1,725 _ 

1,750 

83 

15 

$1,750 _ 

1,  775 

85 

17 

$1,775 _ 

1,800 

87 

19 

$1,800 _ 

1,825 

89 

22 

$1,825 _ _ _ 

1,850 

91 

24 

$1,850 _ 

1,875 

93 

26 

$ 1,875 _ 

1,900 

96 

28 

$1,900 _ 

1,925 

98 

30 

$1,925 _ 

1,950 

100 

32 

$1,950 _ 

1,975 

102 

35 

$1,975 _ _ _ 

2,  000 

104 

37 

$2,000 _ 

2,  025 

106 

39 

$2,025 _ 

2,  050 

109 

41 

$2,050 _ 

2,  075 

111 

43 

$2,075 _ 

2, 100 

113 

45 

$2,100 _ 

2, 125 

115 

48 

$2,125 _ 

2, 150 

117 

50 

$2,150 _ 

2, 175 

119 

52 

$2,175 _ 

2,  200 

122 

54 

$2,200 _ 

2,  225 

124 

56 

$2,225 _ 

2,  250 

126 

58 

$2,250 _ 

2,  275 

128 

60 

$ 2,275 _ 

2,  300 

130 

63 

$2,300.  _ 

2,  325 

132 

65 

$2,325 _ 

2,  350 

134 

67 

$2,350 _ 

2,  375 

137 

69 

$2,375 _ 

2,  400 

139 

71 

$2,400 _ 

2,  425 

141 

73 

$2,425 _ 

2,  450 

143 

76 

$2,450 _ 

2,  475 

145 

78 

$2,475 _ 

2,  500 

147 

80 

$2,500 _ 

2,525 

150 

82 

$2,525 _ 

2,  550 

152 

84 

$2,550 _ •___ 

2,  575 

154 

86 

$2,575 _ 

2,  600 

156 

89 

$2,600 _ 

2,625 

158 

91 

$2,625 _ 

2,  650 

160 

93 

$2,650 _ 

2,  675 

163 

95 

$2,675 _ 

2,  700 

165 

97 

$2,700 _ 

2,  725 

167 

99 

$2,725 _ 

2,  750 

169 

102 

$2,750 _ 

2,  775 

172 

104 

$2,775 _ 

2,800 

174 

106 

$2,800 _ 

2,825 

177 

108 

11 


“If  the  gross  income  is  over — 

But  not 

over — 

The  tax  s 

Single  person 
( not  head  of 
a  family ) 

hall  he — 

Head  of  family 
or  married 
person 

$2,825 _ 

$2,  850 

$180 

$110 

$2,850 _  _  . 

2,  875 

183 

112 

$. 2,875 . .  .  _  --  . 

2,  900 

186 

114 

$2,900 _  .  _  _ 

2,  925 

189 

117 

$2,925 _ 

2,  950 

191 

119 

$2,950 _  .  . 

2,  975 

194 

121 

$2,975 _ 

8,  000 

197 

123 

1  In  applying  the  above  schedule  to  determine  the  tax  of  a 

2  taxpayer  with  one  or  more  dependents  there  shall  be  sub- 

3  traded  from  his  gross  income  $ 400  for  each  such  dependent. 

4  “SEC.  401.  RULES  FOR  APPLICATION  OF  SECTION  400. 

5  “ For  the  purposes  of  this  Supplement — 

6  “  (a)  Definitions — 

7  “(1)  1 Married  person  means  a  married  person 

8  living  with  husband  or  wife. 

9  “(2)  ‘ Dependent ’  means  a  person  ( other  than  hus- 

10  band  or  wife )  dependent  upon  and  receiving  his  chief 

11  support  from  the  taxpayer  if  such  dependent  person  is 

12  under  eighteen  years  of  age  or  is  incapable  of  self-support 

13  because  mentally  or  physically  defective,  excluding  as  a 

14  dependent,  in  the  case  of  a  head,  of  a  family,  one  who 

15  would  be  excluded  under  section  25  (b)  (2)  (B). 

16  “(b)  Determination  of  Status. — The  determination 

17  of  whether  a  person  is  living  with  husband  or  wife,  is  a  head 
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of  a  family,  or  is  a  dependent,  shall  he  made  as  of  the  last 
day  of  the  taxpayer' s  taxable  year. 

“( c)  Separate  Return  of  Husband  and  Wife. — If 
a  husband  and  wife  living  together  fde  separate  returns,  each 
shall  be  treated  as  a  single  person. 

“(d)  Married  Persons  Not  Living  With  Hus¬ 
band  or  Wife. — A  married  person  not  a  head  of  a  family 
and,  not  living  with  husband  or  wife  shall  be  treated  as  a 
single  person. 

“SEC.  402.  MANNER  OF  ELECTION. 

“ The  election  referred  to  in  section  400  shall  be  con¬ 
sidered  to  have  been  made  if  the  taxpayer  files  the  return 
prescribed  for  this  Supplement  and  such  election  shall  be 
irrevocable.  If  the  taxpayer  for  any  taxable  year  has  filed 
a  return  computing  his  tax  without  regard  to  this  Supple¬ 
ment,  he  may  not  thereafter  elect  for  such  year  to  compute 
his  tax  under  this  Supplement. 

“SEC.  403.  CREDITS  AGAINST  TAX  NOT  ALLOWED. 

“Section  31  (relating  to  foreign  tax  credit)  and  sec¬ 
tion  32  (relating  to  credit  for  taxes  withheld  at  source) 
shall  not  apply  with  respect  to  the  tax  imposed  by  this 
Supplement. 

“SEC.  404.  CERTAIN  TAXPAYERS  NOT  ELIGIBLE. 

“This  Supplement  shall  not  apply  to  a  nonresident  alien 
individual,  or  an  estate  or  trust." 
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(b)  Cross-references. — 

(1)  Section  11  of  the  Internal  Revenue  Code  is  amended 
by  inserting  at  the  end  thereof  the  following:  u(For  alterna¬ 
tive  tax  if  gross  income  from  certain  sources  is  $ 3,000  or 
less ,  see  section  400)'' . 

(2)  Section  12  of  the  Internal  Revenue  Code  is  amended 
by  inserting  at  the  end  thereof  the  following: 

“(g)  For  alternative  tax  if  gross  income  from  certain 
sources  is  $ 3,000  or  less,  see  section  400. ” 

(c)  Amendment  to  Section  4. — Section  4  of  the 
Internal  Revenue  Code  is  amended  by  inserting  at  the  end 
thereof  the  following: 

“(h)  Shareholders  of  Personal  Service  Corporations ,• — 
Supplement  S. 

“  (l)  Individuals  with  gross  income  from  certain  sources 
of  $ 3,000  or  less, — Supplement  T." 

(4 '}SEC.  103.  CORPORATION  DEFENSE  TAX  RATES  INCORPO¬ 
RATED  IN  RATE  SCHEDULES. 

(a)  Tax  on  Corporations  in  General. — Section 
13  (b)  (1)  and  (2)  of  the  Internal  Revenue  Code  are 
amended  to  read  as  follows: 

“( 1)  General  rule. — A  tax  of  24  per  centum  of 

the  normal-tax  net  income;  or 

“(2)  Alternative  tax  (corporations  with 


normal-tax  net  income  slightly  more  than 
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$25,000). — A  tax  of  $4,250,  plus  37  per  centum  of  the 
amount  of  the  normal-tax  net  income  in  excess  of 
$25,000.” 

(b)  Tax  on  Special  Classes  of  Corporations  — 
Section  14  (b)  of  the  Internal  Revenue  Code  is  amended  to 
read  as  follows: 

“(b)  Corporations  With  Normal-Tax  Net  In¬ 
comes  of  Not  More  Than  $25,000.— If  the  normal-tax  net 
income  of  the  corporation  is  not  more  than  $25,000,  and,  if 
the  corporation  does  not  come  within  one  of  the  classes  speci¬ 
fied  in  subsection  (c),  (d),  or  (e)  of  this  section,  the  tax  shall 
be  as  follows: 

“Upon  normal-tax  net  incomes  not  in  excess  of 
$5,000, 15  per  centum. 

“$750  upon  normal-tax  net  incomes  of  $5,000,  and 
upon  normal-tax  net  incomes  in  excess  of  $5,000  and  not 
in  excess  of  $20,000,  17  per  centum  in  addition  of  such 
excess. 

“$3,300  upon  normal-tax  net  incomes  of  $20,000, 
and  upon  normal-tax  net  incomes  in  excess  of  $20,000, 
19  per  centum  in  addition  of  such  excess." 

(c)  Foreign  Corporations. — Section  14  (c)  of  the 
Internal  Revenue  Code  (relating  to  tax  on  resident  foreign 
corporations)  is  amended  by  striking  out  “22Vi  o  per  centum ” 
and  inserting  “24  per  centum” . 
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(cl)  Surtax  on  Corporations  Improperly  Ac¬ 
cumulating  Surplus. — The  rate  schedule  of  section  102  of 
the  Internal  Revenue  Code  is  amended  to  read  as  follows: 

“27\  per  centum  of  the  amount  of  the  undistributed  sec¬ 
tion  102  net  income  not  in  excess  of  $ 100,000 ,  plus 

“ 38 y  per  centum  of  the  undistributed  section  102  net 
income  in  excess  of  $ 100,000 .” 

(e)  Mutual  Investment  Companies. — Section  362 
(b)  of  the  Internal  Revenue  Code  (relating  to  tax  on  mutual 
investment  companies)  is  amended  by  striking  out  “221/ io  per 
centum  ’  and  inserting  “24  per  centum'”. 

(5)SE€,  402;  SURTAX  OX  CORPORATIONS. 

-(«?)-  General  Rule. — The  Internal  Revenue  Code  is 
amended  fey  inserting  after  section  4fe  a  new  section  to  read 
as  follows? 

^SEC;  40;  SURTAX  ON  CORPORATIONS; 

SEC.  104.  SURTAX  ON  CORPORATIONS  AND  TERMINATION  OF 
DEFENSE  TAX. 

(a)  General  Rule. — Section  15  of  the  Internal  Reve¬ 
nue  Code  (relating  to  defense  tax)  is  amended  to  read  as 
follows: 

“SEC.  15.  SURTAX  ON  CORPORATIONS. 

“(a)  Corporation  Surtax  Net  Income. — For  the 
purposes  of  this  chapter  the  term  ‘corporation  surtax  net 
income’  means  the  net  income  minus  the  credit  for  dividends 
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received  provided  in  section  26  (b)  (6),  computed  by  lim¬ 
iting  such  credit  to  85  per  centum  of  the  net  income  in  lieu 
of  85  per  centum  of  the  adjusted  net  income. 

“  (b)  Imposition  of  Tax— There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  corporation 
surtax  net  income  of  every  corporation  ( except  a  corporation 
subject  to  the  tax  imposed  by  section  231  (a)  or  Supplement 
Q )  a  surtax  as  follows : 

“Upon  corporation  surtax  net  incomes  not  in  excess 
of  $25,000,  (7)5  pm--  centum  6  per  centum  of  the 
amount  thereof ; 

“Upon  corporation  surtax  net  incomes  in  excess  of 
$25,000,  (8>$4t2-  50j  plus  6  per  centum  $ 1,500 ,  plus  7 
per  centum  of  the  excess  over  $25,000.” 

(b)  Surtax  on  Mutual  Investment  Companies.— 
Supplement  Q  of  the  Internal  Revenue  Code  (relating  to 
mutual  investment  companies)  is  amended  by  inserting  at  the 
end  thereof  a  new  section  to  read  as  follows : 

“SEC.  363.  SURTAX  ON  MUTUAL  INVESTMENT  COMPANIES. 

“  (a)  Supplement  Q  Surtax  Net  Income. — For  the 
purposes  of  this  chapter  the  term  ‘Supplement  Q  surtax  net 
income’  means  the  net  income,  computed  without  the  net 
operating  loss  deduction  provided  in  section  23  (s),  minus 
the  dividends  paid  during  the  taxable  year  increased  by  the 
consent  dividends  credit  provided  in  section  28.  For  the 
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purposes  of  this  subsection  the  amount  of  dividends  paid  shall 
be  computed  in  the  same  manner  as  provided  in  subsections 
(d) .  (e) ,  (f) ,  (g) ,  (h) ,  and  (i)  of  section  27  for  the  pur¬ 
pose  of  the  basic  surtax  credit  provided  in  section  27. 

“  (b)  Imposition  of  Tax.— -There  shall  be  levied,  col¬ 
lected,  and  paid  for  each  taxable  year  upon  the  Supplement 
Q  surtax  net  income  of  every  mutual  investment  company  a 
surtax  as  follows : 

“Upon  Supplement  Q  surtax  net  incomes  not  in 
excess  of  $25,000,  (9)5  per  centum  6  per  centum  of  the 
amount  thereof; 

“Upon  Supplement  Q  surtax  net  incomes  in  excess 
of  $25,000,  (10)$  1-2 50,  phis  0  per  centum  $1,500, 
plus  7  per  centum  of  the  excess  over  $25,000." 

(c)  Surtax  on  Banks— Section  104  (b)  of  the 
Internal  Revenue  Code  (relating  to  certain  banks  and  trust 
companies)  is  amended  to  read  as  follows: 

“(b)  Rate  of  Tax. — Banks  shall  be  subject  to  tax 
under  section  13  or  section  14  (b),  and  under  section 
(11)40  15.” 

(d)  Surtax  on  Resident  Foreign  Corpora¬ 
tions. — Section  231  (b)  of  the  Internal  Revenue  Code 
(relating  to  certain  foreign  corporations)  is  amended  to  read 
as  follows: 

“(b)  Resident  Corporations. — A  foreign  corpora- 
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tion  engaged  in  trade  or  business  witliin  the  United  States 
or  having  an  office  or  place  of  business  therein  shall  be  tax¬ 
able  as  provided  in  section  14  (c)  (1)  and  section  (42)441 
15” 

(e)  Surtax  ox  Corporations  Entitled  to  the 
Benefits  of  Section  251. — Section  251  (c)  (1)  of  the 
Internal  Be  venue  Code  (relating  to  the  tax  on  corporations 
entitled  to  the  benefits  of  section  251)  is  amended  to  read 
as  follows: 

“  ( 1 )  Corporation  tax. — A  domestic  corporation 
entitled  to  the  benefits  of  this  section  shall  be  subject 
to  tax  under  section  13  or  section  14  (b),  and  under 
section  (43)40  15." 

(f)  Surtax  on  China  Trade  Act  Corporations.— 

(1)  Surtax. — Section  261  (a)  of  the  Internal  Be  venue 
Code  (relating  to  the  tax  on  China  Trade  Act  corporations) 
is  amended  to  read  as  follows : 

“(a)  Corporation  Tax. — A  corporation  organized 
under  the  China  Trade  Act,  1922,  42  Stat.  849  (IT.  S.  C., 
1934  ed.,  title  15,  chap.  4),  shall  be  subject  to  tax  under 
section  13  or  section  14  (b) ,  and  under  section  (14)441 15.” 

(2)  Credit  of  China  Trade  Act  Corporations.— 
Section  262  (a)  of  the  Internal  Bevenuc  Code  (relating  to 
credit  against  net  income  of  China  Trade  Act  corporations) 
is  amended  by  striking  out  “sections  13,  14,  and  600”  and 
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inserting  in  lieu  thereof  “sections  13,  14,  (15}  414  15,  and 
600”;  and  by  striking  out  “section  13  or  14"  wherever  occur¬ 
ring  therein  and  inserting  in  lieu  thereof  “section  13,  14,  or 
(16)46  15”. 

( 1  7)sec,  403,  4XCOME  4K4ENSE  TAX  MA©g  PERMANENT; 

-fa-)-  The  heading  of  seetien  45  of  the  Internal  Re  venae 
Code  is  amended  to  read  as  follows-: 

-SEC.  4£,  DEFENSE  TAX.” 

-fh)-  The  first  sentence  el  section  45  of  the  -infernal  Reve- 
nae  Rode  is  amended  to  read  as  follows-: 

6In  the  ease  of  any  taxpayer,'  the  amount  of  tax  under 
this  chapter  for  any  tax-able  year  beginning  after  December 
RR  4-940,  shall  be  the  tax  computed  -without  regard  to  this 
section,  increased  by  40  per  centum-;  except  that  in  the  ease 
of  a  corporation  the  increase  shall  be  limited  to  40  per  centum 

/  \  r  Inn  Ip  -y  oai  >  >  f  (  )  f\  yin  I  h  All  I  V/W)‘0  IV  j  py>  C<  ~\  4->  -i  i  /-] 

V7T  \  lit  TTTA  n  M  I  i  J  I  ttt  \  \  i  VVTtTlTTtTt  L  1  Jgn  1  1 1  TXT  ovetltlTTo  13  )  7TTTTT  *)T  F  V> 

and  without  regard  to  the  amendments  made  by  section 
404  -fa-R  (b)  7  and  -RR  of  the  Second  Revenue  Act  of  -1940.” 
SEC.  (IS) -.04  105.  TAX  ON  NONRESIDENT  ALIEN  INDI¬ 
VIDUALS. 

(a)  Tax  in  General. — Section  211  (a)  (1)  (A)  of 
the  Internal  Revenue  Code  (relating  to  tax  on  nonresident 
alien  individuals  not  engaged  in  trade  or  business  within  the 
United  States  and  not  having  an  office  or  place  of  business 
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therein)  is  amended  by  striking  out  “15  per  centum”  and 
inserting  in  lieu  them  >f  “(19)00  27\  per  centum”. 

(b)  Aggregate  Receipts  More  Than  (20)$2-37800 

$ 23,000 . — Section  211  (a)  (2)  of  the  Internal  Revenue 

Code  is  amended  to  read  as  follows : 

“  ( 2 )  Aggregate  more  than  (21)*  237800  $ 23,000 . — 
The  tax  imposed  by  paragraph  (1)  shall  not  apply  to 
any  individual  if  the  aggregate  amount  received  during 
the  taxable  year  from  the  sources  therein  specified  is 
more  than  (22)$03-,800  $23,000." 

(c)  Tax  Where  Gross  Income  of  More  Than 
(23)8:23,800  $23,000. — Section  211  (c)  of  the  Internal 
Revenue  Code  (relating  to  tax  on  certain  nonresident  alien 
individuals)  is  amended  by  striking  out  “$24,000”  wherever 
occurring  therein  and  inserting  in  lieu  thereof  “(24)$OOtOOO 
$23,000” ;  and  by  striking  out  “15  per  centum”  and  inserting 
in  lieu  thereof  “(25)00  27 \  per  centum”. 

SEC.  (2(>>WS  106.  TAX  ON  FOREIGN  CORPORATIONS. 

Section  231  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  tax  on  nonresident  foreign  corporations)  is  amended  by 
striking  out  “15  per  centum”  and  inserting  in  lieu  thereof 
“(27)00  27 \  per  centum”. 

SEC.  (28)406  107.  WITHHOLDING  OF  TAX  AT  SOURCE. 

(a)  Sections  143  (a)  and  (b)  and  144  of  the  Internal 
Revenue  Code  are  amended  by  striking  out  “15  per  centum” 
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wherever  occurring  therein  and  inserting  in  lieu  thereof  “27-^- 
per  centum”. 

(b)  Section  143  (h)  of  the  Internal  Revenue  Code  is 
repealed. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall  apply 
only  with  respect  to  the  period  beginning  with  the  tenth  day 
after  the  date  of  the  enactment  of  this  Act. 

SEC.  (29)W7  108.  TREATY  OBLIGATIONS. 

No  amendment  made  by  this  title  shall  apply  in  any 
case  where  its  application  would  be  contrary  to  any  treaty 
obligation  of  the  United  States. 

SEC.  (30)408  109.  REDUCTION  IN  PURSUANCE  OF  TREATIES 

OF  RATES  OF  TAX  AND  WITHHOLDING 
ON  NONRESIDENT  ALIEN  INDIVIDUALS 
RESIDENT  IN,  AND  CORPORATIONS  OR¬ 
GANIZED  UNDER  LAWS  OF,  WESTERN 
HEMISPHERE  COUNTRIES. 

(a)  Section  143  (a)  (1)  (relating  to  withholding  of 
tax  on  tax-free  covenant  bonds)  ;  section  143  (b)  (relating 
to  withholding  of  tax  on  dividends,  rents,  etc.)  ;  section  144 
(relating  to  payment  of  corporation  income  tax  at  source)  ; 
section  211  (a)  (1)  (relating  to  tax  on  nonresident  alien 
individuals)  ;  and  section  231  (a)  (1)  (relating  to  tax  on 
nonresident  foreign  corporations)  of  the  Internal  Revenue 
Code  are  amended  by  striking  out  “a  contiguous  country” 
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and  inserting  in  lieu  thereof  “any  country  in  North,  Central, 
or  South  America,  or  in  the  West  Indies,  or  of  Newfound¬ 
land”. 

(b)  Section  211  (a)  (3)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(3)  Residents  of  certain  countries. — The 
provisions  of  paragraph  (2)  shall  not  apply  to  a  resident 
of  any  country  in  North.  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Newfoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 

(c)  Section  211  (c)  (4)  of  the  Internal  He  venue  Code 
is  amended  to  read  as  follows: 

“  (4)  This  subsection  shall  not  apply  to  a  resident 
of  any  country  in  North,  Central,  or  South  America,  or 
in  the  West  Indies,  or  of  Newfoundland,  so  long  as 
there  is  in  effect  with  such  country  a  treaty  which  pro¬ 
vides  otherwise.” 

(3  1  )SE£,  109,  OEEENSE  TAX  ON  PERSONAL  HOEWNE 
GOMPAN4E&  AXE  TRANSEERg  TO  AAOtO 
INCOME  TAN  MADE  PERMANENT, 

-faf  Personae  -Holding  Compa-nle-S: — Section  §90 
-fbf  of  the  Internal-  Peveoue  Code  is  amended  by  striking 
out  mod  before  January  d-  l-OU,--  and  by  striking  out  in 
the  beading  —Eon  Uve  Wears  A 
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-fkf  Tb A3? TO  1-¥HW  f-NCOMF-  — ^eefies  42-50 

-(b)-  of  fke  4ntoiTml  berime  Gede  is  amended  by  striking 
etrt  -and  before  d-nly  4r  44M-54  and  fee  skwki+t^  ohI  is  fbe 
beading  — j^OR  44-v-h  4-f.vks". 

SEC.  110.  DEFENSE  TAX  RATES  ON  PERSONAL  HOLDING  COM¬ 
PANIES  AND  TRANSFERS  TO  AVOID  INCOME  TAX 
INCORPORATED  IN  RATE  SCHEDULES. 

(a)  Personal  Holding  Companies. — Section  500  of 
the  Internal  Revenue  Code  (relating  to  tax  on  personal  hold¬ 
ing  companies)  is  amended  as  follows: 

(1)  By  striking  out  the  heading  “(a)  General 
Rule. — 

(2)  By  amending  the  rate  schedule  to  read  as  follows: 

“( 1)  71\  per  centum  of  the  amount  thereof  not  in 

excess  of  $ 2,000 ;  plus 

“(2)  82-1  per  centum  of  the  amount  thereof  in  excess 

of  $2,000." ;  and 

(3)  By  repealing  subsection  (b)  (relating  to  defense  tax 
for  five  years ) . 

(b)  Transfers  To  Avoid  Income  Tax. — Section 
1250  of  the  Interned  Revenue  Code  (relating  to  tax  on  trans¬ 
fers  to  avoid  income  tax )  is  amended  as  follows: 

(1)  By  striking  out  the  heading  "(a)  General 


Rule. 
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(2)  By  striking  out  “25  per  centum '  and  inserting 
“2?y  per  centum  ’ ;  and 

(3)  By  repealing  subsection  (b)  (relating  to  defense  tax 
for  five  years ) . 

(32 JSEC.  111.  PERSONAL  EXEMPTION. 

(a)  Section  25  (b)  (1)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(1)  Personal  exemption. — In  the  case  of  a  sin¬ 
gle  person  or  a  married  person  not  living  with  husband  or 
wife,  a  personal  exemption  of  $750:  or  in  the  case  of 
the  head  of  a  family  or  a  married  person  living  with  hus¬ 
band  or  wife,  a  personal  exemption  of  $1,500.  A  hus¬ 
band  and  wife  living  together  shall  receive  but  one 
personal  exemption.  The  amount  of  such  personal  ex¬ 
emption  shall  be  $1,500.  If  such  husband  and  wife 
make  separate  returns,  the  personal  exemption  may  be 
taken  by  either  or  divided  between  them,  except  that  if 
one  spouse  makes  a  return  under  Supplement  T,  the 
personal  exemption  of  the  other  spouse  shall  be  $750." 

(l>)  Section  214  of  the  Internal  Revenue  Code  (relating 
to  personal  exemption  of  nonresident  alien  individuals)  is 
amended  by  striking  out  “$800"  and  inserting  in  lieu  thereof 
“$750". 

(c)  Section  251  (f)  of  the  Internal  Revenue  Code 
( relating  to  personal  exemption  of  citizens  entitled  to  benefits 


1 

2 

Q 

O 

4 

5 

6 

rr 

< 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


25 


of  section  251 )  is  amended  by  striking  out  “$800"  and  insert¬ 
ing  in  lieu  thereof  “750" . 

Page  12,  after  line  11,  insert: 

(33)SEC.  112.  RETURNS  OF  INCOME  TAX. 

(a)  Individual  Returns. — Section  51  (a)  of  the, 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

"( a)  Requirement. — The  following  individuals  shall 
each  make  under  oath  a  return  stating  specifically  the  items 
of  his  gross  income  and  the  deductions  and  credits  allowed 
under  this  chapter  and  such  other  information  for  the  pur  post 
of  carrying  out  the  provisions  of  this  chapter  as  the  Commis¬ 
sioner  with  the  approved  of  the  Secretary  may  by  regulations 
prescribe — 

“( 1)  Every  individual  who  is  single  or  who  is  mar¬ 
ried  but  not  living  with  husband  or  wife ,  if  having  a  gross 
income  for  the  taxable  year  of  $750  or  over. 

“(2)  Every  individual  who  is  married  and  living 
with  husband  or  wife,  if  no  joint  return  is  made  under 
subsection  (b)  and  if — - 

“( A)  Such  individual  has  for  the  taxable  year 
a  gross  income  of  $ 1,500  or  over,  and  the  other 
spouse  has  no  gross  income;  or 

"(B)  Such  individual  and  his  spouse  each  has 
for  the  taxable  year  a  gross  income  and  the  aggre¬ 
gate  gross  income  is  $ 1,500  or  over." 
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(b)  Fiduciary  Returns— Section  142  (a)  of  the 


Internal  Revenue  Code  is  amended  to  read-  as  follows: 

“( a)  Requirement  of  Return. — Every  fiduciary 
(except  a  receiver  appointed  by  authority  of  law  in  possession 
of  part  only  of  the  property  of  an  individual)  shall  make 
under  oath  a  return  for  any  of  the  following  individuals, 
estates,  or  trusts  for  which  he  acts,  stating  specifically  the  items 
of  gross  income  thereof  and  the  deductions  and-  credits  allowed 
under  this  chapter  and-  such  other  information  for  the  purpose 
of  carrying  out-  the  provisions  of  this  chapter  as  the  Com¬ 
missioner  with  the  approval  of  the  Secretary  may  by  regula¬ 
tions  prescribe — 

“(1)  E  very  individual  having  a  gross  income  for 
the  taxable  year  of  $750  or  over,  if  single,  or  if  mar¬ 
ried  and-  not  living  with  husband  or  wife; 

“(2)  Every  individual  having  a  gross  income  for 
the  taxable  year  of  $1,500  or  over,  if  married  and  living 
with  husband  or  wife; 

“(3)  E  very  estate  the  gross  income  of  which  for 
the  taxable  year  is  $750  or  over; 

“( 4)  Every  trust-  the  net  income  of  which  for  the 
taxable  year  is  $100  or  over,  or  the  gross  income  of 
which  for  the  taxable  year  is  $750  or  over,  regardless  of 
the  amount  of  the  net  income;  and 
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“(5)  Every  estate  or  trust  of  which  any  beneficiary 
is  a  nonresident  alien.” 

( c )  Information  Returns. — Section  147  (a)  of  the 
Internal  Revenue  Code  (relating  to  information  at  the 
source)  is  amended  by  striking  out  "$800"  wherever  occur¬ 
ring  therein  and  inserting  in  lieu  thereof  “$750” . 

SEC.  (34)«0  113.  CREDIT  FOR  DEPENDENTS. 

Section  25  (b)  (2)  of  the  Internal  Revenue  Code  (re¬ 
lating  to  credit  for  dependents)  is  amended  to  read  as  follows: 
“(2)  Credit  for  dependents. — 

“  (A)  Allowance  in  General. — $400  for  each 
person  (other  than  husband  or  wife)  dependent 
upon  and  receiving  his  chief  support  from  the  tax¬ 
payer  if  such  dependent  person  is  under  eighteen 
years  of  age  or  is  incapable  of  self-support  because 
mentally  or  physically  defective. 

“(B)  Exception  for  Certain  Heads  of  Fam¬ 
ilies. — If  the  taxpayer  would  not  occupy  the  status 
of  head  of  a  family  except  by  reason  of  there  being 
one  or  more  dependents  for  whom  he  would  be 
entitled  to  credit  under  subparagraph  (A),  the 
credit  under  such  subparagraph  shall  be  disallowed 
with  respect  to  one  of  such  dependents.” 
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SEC.  (35)411 114.  NONINTEREST-BEARING  OBLIGATIONS  IS¬ 
SUED  AT  DISCOUNT. 

Section  42  of  the  Internal  Revenue  Code  (relating  to 
period  in  which  items  of  gross  income  are  included)  is 
amended  by  inserting  before  the  first  sentence  thereof  “  (a) 
General  Rule. — ”,  and  by  inserting  at  the  end  of  such  sec¬ 
tion  a  new  subsection  to  read  as  follows : 

“(b)  Noninterest-bearing  Obligations  Issued  at 
Discount. — If,  in  the  case  of  a  taxpayer  owning  any  non- 
interest-bearing  obligation  issued  at  a  discount  and  redeem¬ 
able  for  fixed  amounts  increasing  at  stated  intervals,  the  in¬ 
crease  in  the  redemption  price  of  such  obligation  occurring 
in  (36)sueh  the  taxable  year  does  not  (under  the  method  of 
accounting  used  in  computing  his  net  income)  constitute 
income  to  him  in  such  year,  such  taxpayer  may,  at  his  election 
made  in  his  return  for  any  taxable  year  beginning  after  De¬ 
cember  31,  1940,  treat  such  increase  as  income  received  in 
such  taxable  year.  If  any  such  election  is  made  with  respect 
to  any  such  obligation,  it  shall  apply  also  to  all  such  obliga¬ 
tions  owned  by  the  taxpayer  at  the  beginning  of  the  first  tax- 
aide  year  to  which  it  applies  and  to  all  such  obligations  there¬ 
after  acquired  by  him  and  shall  be  binding  for  all  subsequent 
taxable  years,  unless  upon  application  by  the  taxpayer  the 
( Commissioner  permits  him,  subject  to  such  conditions  as  the 
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Commissioner  deems  necessary,  to  change  to  a  different 
method.  In  the  case  of  any  such  obligations  owned  by  the 
taxpayer  at  the  beginning  of  the  first  taxable  year  to  which 
his  election  applies,  the  increase  in  the  redemption  price  of 
such  obligations  occurring  between  the  date  of  acquisition  and 
the  first  day  of  such  taxable  year  shall  also  he  treated  as 
income  received  in  such  taxable  year.” 

(37 ySEC.  115.  SHORT-TERM  OBLIGATIONS  ISSUED  ON  A  DIS¬ 
COUNT  BASIS. 

(a)  Discount  Accrued  at  Maturity. — Section  42 
of  the  Internal  Revenue  Code  (relating  to  period  in  which 
items  of  gross  income  are  included)  is  amended  by  inserting 
at  the  end  thereof  the  following  new  subsection: 

“(c)  Short-Term  Obligations  Issued  on  Dis¬ 
count  B a  SIS. — In  the  case  of  any  obligation  of  the  United 
States  or  any  of  its  possessions,  or  of  a  State  or  Territory , 
or  any  political  subdivision  thereof,  or  of  the  District  of  Co¬ 
lumbia,  issued  on  or  after  March  1,  1941,  on  a  discount 
basis  and  payable  without  interest  at  a  fixed  maturity  date 
not  exceeding  one  year  from  the  date  of  issue,  the  amount  of 
discount  at  which  such  obligation  is  originally  sold  shall  not 
be  considered,  to  accrue  until  the  dote  on  which  such  obliga¬ 
tion  is  paid  at  maturity,  sold,  or  otherwise  disposed  of." 

(b)  Capital  Gain  Rule  Not  Applicable. — Section 
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117  (a)  (1)  of  the  Internal  Revenue  Code  (relating  to 
definition  of  capital  assets)  is  amended  by  striking  out  the 
semicolon  at  the  end.  thereof  and  inserting  in  lieu  thereof 
the  following:  “,  or  an  obligation  of  the  United,  States  or 
any  of  its  possessions,  or  of  a  State  or  Territory,  or  any 
political  subdivision  thereof,  or  of  the  District  of  Colum¬ 
bia,  issued  on  or  after  March  1,  1941,  on  a  discount  basis 
and  payable  without  interest  at  a  fixed  maturity  date  not  ex¬ 
ceeding  one  year  from  the  date  of  issue;’'. 

(c)  Effective  Date  of  Amendments. — The  amend¬ 
ments  made  by  this  section  shall  be  applicable  with  respect 
to  taxable  years  ending  after  February  28,  1941. 

SEC.  (38)442  116.  INFORMATION  RETURNS  WITH  RESPECT 

TO  FEDERAL  OBLIGATIONS. 

(a)  Section  147  (d)  of  the  Internal  Revenue  Code  (ex¬ 
empting  interest  on  obligations  of  the  United  States  from 
information  requirement)  is  repealed. 

(b)  Section  147  (b)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “and  (2)  ”  and  inserting  in  lieu 
thereof  “  (2)  in  the  case  of  payments  of  interest  upon  obliga¬ 
tions  of  the  United  States  or  any  agency  or  instrumentality 
thereof,  and  (3)  ”. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall 
take  effect  upon  the  day  after  the  date  of  the  enactment  of 
this  Act. 
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(39).S£C.  117.  ALIMONY  AND  SEPARATE  MAINTENANCE  PAY¬ 
MENTS. 

(a)  Amount  Includible  in  Gross  Income —Sec¬ 
tion  22  (relating  to  definition  of  gross  income)  of  the  Internal 
Revenue  Code  is  amended  bg  inserting  at  the  end  thereof  the 
following  new  subsection: 

“(k)  Alimony,  Etc.,  Income —In  the  case  of  an  indi¬ 
vidual  who  is  divorced  or  legally  separated  from  a  spouse 
under  a  decree  of  divorce  or  of  separate  maintenance,  periodic 
payments  received  (subsequent  to  such  decree)  in  discharge  of, 
or  attributable  to  property  transferred  in  discharge  of,  a  legal 
obligation  imposed  upon  or  incurred,  by  such  individuals 
spouse  or  former  spouse  under  such  decree  or  under  a  written 
instrument  incident  to  such  divorce  or  separation  shall  be 
includible  in  the  gross  income  of  such  individual,  and,  such 
amounts  received,  as  are  attributable  to  property  so  trans¬ 
ferred  shall  not  be  includible  in  the  gross  income  of  such  other 
spouse  or  former  spouse.  This  subsection  shall  not  apply  to 
that  part  of  any  such  periodic  payment  which,  by  the  terms 
of  the  decree  or  written  instrument,  is  specifically  designated 
as  a  sum  payable  for  the  support  of  minor  children  of  the 
spouses.  Installment  payments  discharging  a  part  of  an 
obligation  the  principal  sum  of  which  is,  in  terms  of  money 
or  property,  specified  in  the  decree  or  instrument,  shall  not 
be  considered  periodic  payments  for  the  purposes  of  this 
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subsection.  ( For  amount  includible  under  this  subsection  in 
case  the  property  is  held  in  trust,  see  section  17b.)" 

( b )  Deduction  for  Amounts  Paid. — Section  23  of 
the  Internal  Revenue  Code  (relating  to  deductions  from  gross 
income)  is  amended  by  inserting  at  the  end  thereof  the  fol¬ 
lowing  new  subsection : 

“(u)  Alimony,  Etc.,  Payments. — In  the  case  of  an 
individual,  amounts  includible  under  section  22  (k)  in  the 
gross  income  of  a  spouse  ( or  former  spouse )  of  such  individ¬ 
ual,  payment  of  which  is  made  within  the  individuaV s  taxable 
year.  If  the  amount  of  any  such  payment  is,  under  section 
22  (k)  or  section  171,  excluded:  from  such  individuaV s  gross 
income,  no  deduction  shall  be  allowed  with  respect  to  such 
payment  under  this  subsection.''’ 

(c)  Income  From  Trusts. — Supplement  E  of  the 
Internal  Revenue  Code  is  amended  by  inserting  at  the  end 
thereof  the  following  new  section : 

“SEC.  171.  TRUST  INCOME  IN  CASE  OF  DIVORCE,  ETC. 

“Th  ere  shall  be  included  in  the  gross  income  of  an  in¬ 
dividual  who  is  divorced  or  legally  separated,  under  a  decree 
of  divorce  or  of  separate  maintenance  the  amount  of  the,  in¬ 
come  of  any  trust  such  individual  is  entitled,  to  receive  which, 
except  for  the  provisions  of  this  section,  would  be  includible 
in  the  gross  income  of  such  individuals  spouse  or  former 
spouse,  and  such  amount  shall  not,  despite  section  166,  section 
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167,  or  any  other  'provision  of  this  chapter,  he  includible  in 
the  gross  income  of  such  spouse  or  former  spouse.  This  sec¬ 
tion  shall  not  apply  to  that  part  of  any  such  periodic  payment 
which,  by  the  terms  of  the  decree  or  trust  instrument,  is 
specifically  designated  as  a  sum  payable  for  the  support  of 
minor  children  of  the  spouses ." 

(d)  Credit  for  Dependents. — Section  25  (b)  (2)  of 
the  Internal  Revenue  Code  (relating  to  credit  for  dependents) 
is  amended  by  inserting  at  the  end  thereof  the  following:  “A 
payment  to  an  individual’s  spouse  or  former  spouse  which 
is  includible  under  section  22  ( k)  or  section  171  in  the  gross 
income  of  such  spouse  or  former  spouse  shall  not  be  con¬ 
sidered  a  payment  by  such  individual  for  the  support  of  minor 
children  of  such  persons.' ’ 

(e)  Effective  Date  of  Amendments.— The  amend¬ 
ments  made  by  this  section  shall  be  applicable  only  with 
respect  to  taxable  years  beginning  after  December  31,  1941. 
(40 ySEC.  118.  EXTENSION  OF  TIME  OF  ORDERS  OF  SECURITIES 

AND  EXCHANGE  COMMISSION. 

Section  373  (a)  of  the  Internal  Revenue  Code  (relating 
to  the  definition  of  orders  of  the  Securities  and  Exchange 
Commission  with  respect  to  which  Supplement  R  applies)  is 
amended  to  read  as  follows: 

“(a)  The  term  1  order  of  the  Securities  and  Exchange 
Commission  means  an  order  (1 )  issued  after  May  28,  1938, 

H.  R.  5417 - 3 
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and  'prior  to  January  1,  1943,  by  the  Securities  and  Ex¬ 
change  Commission  to  effectuate  the  provisions  of  section  11 
(b)  of  the  Public  Utility  Holding  Company  Act  of  1935,  49 
Stat.  820  (U.  S.  C.,  Supp.  Ill,  Title  15,  section  79  (b)), 
or  (2)  issued  by  the  Commission  subsecjuent  to  December  31, 
1942,  in  which  it  is  expressly  stated  that  an  order  of  the 
character  specified  in  clause  (1)  is  amended  or  supplemented, 
and  (3)  which  has  become  final  in  accordance  with  law." 

(41  ySEC.  119.  DEDUCTIONS  FROM  GROSS  INCOME. 

Section  23  (a)  (1)  of  the  Internal  Revenue  Code  is 
amended  by  inserting  after  the  words  “ taxable  year"  the 
words  “in  conserving  and  conducting  the  business  affairs  of 
the  taxpayer;" 

SEC.  (42)413  120.  TAXABLE  YEARS  TO  WHICH  AMEND¬ 
MENTS  APPLICABLE. 

The  amendments  made  by  this  title  (except  sections 
(43)4441  aud  41-2  107,  115,  116,  and  117)  shall  be  appli¬ 
cable  only  with  respect  to  taxable  years  beginning  after 
December  31,  1940. 

TITLE  II— EXCESS  PROFITS  TAX 

SEC.  201.  EXCESS  PROFITS  TAX  RATES  AND  CREDITS. 

(a)  Rates. — Section  710  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“  (a)  Imposition.— 

“  ( 1 )  General  rule— There  shall  be  levied,  col- 
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lected,  and  paid,  for  each  taxable  year,  on  the  adjusted 
excess  profits  net  income,  as  defined  in  subsection  (b), 
of  every  corporation  ( except  a  corporation  exempt  under 

section  727)  the  tax  shown  in  the  following  table: 

“If  the  adjusted  excess  profits 


net  income  is :  The  tax  shall  be : 

Not  over  $20,000 -  35%  of  the  adjusted  excess  profits 

net  income. 


Over  $20,000,  but  not  over  $50,000_  $7,000,  plus  40%  of  excess  over 

$20,000. 

Over  $50,000,  but  not  over  $100,000-  $19,000,  plus  45%  of  excess  over 

$50,000. 

Over  $100,000,  but  not  over  $41,500,  plus  50%  of  excess  over 

$250,000.  $100,000. 

Over  $250,000,  but  not  over  $116,500,  plus  55%  of  excess  over 

$500,000.  $250,000. 

Over  $500,000 _  $254,000,  plus  60%  of  excess  over 

$500,000. 

(44)^f2f  SPE<AA-b  RULE  IN  CERTAIN  CASES 
■WHERE  INVESTED  CAPITAL  CREIVFF  LS  USED. — In  the 


ease  of  a  taxpayer  entitled  ta  have  bs  excess  prefits  credit 
under  either  section  74-3  -{income  credit)-  or 
74-4  -{invested  capital  credit)^  if  the  use  of  the 
credit  under  section  74-4  is  more  advantageous  to  the 
taxpayer,-  the  tax  imposed  hy  this  section  shall  he  the 
sum  of — 


“-{•A-)-  an  amount  determined  under 
-f-tf  of  this  subsection  with  the  use  of  the  credit 
in  section  7 1  1,  pins — 

-fBf  40  per  centum  of  the  amount,  if  anyy  hy 


which 


-{if  the  adjusted  excess  profits  net  h 
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computed  witfi  tfie  use  el  the  credit  under  sec¬ 
tion-  7-441  and  with-  tfie  excess  profits  eredit  ea-rr-y- 
over  wfiich  would  fie  available  for  tfie  taxable 
year  if  tfie  e-xeess  profits  credit  applicable  to 
each  of  tfie  preceding  ta-xafiie  years  for  which 
tax  is  imposed  by  tfiis  subchaptcr  find  been  tfie 
excess  profits  credit  computed  under  section 
74-3,  exceeds 

“(ii)-  tfie  adjusted  excess  profits  net  in¬ 
come  computed  -witfi  tfie  use  of  tfie  credit  under 
section  74 4L 

■‘-‘■■(3)  Limitation  on  application  op  spec-pal 
rule. — 4f  tfie  tax  under  paragraph  -ffif  is  greater  tfian 
tfie  amount  determined,  wdtfi  tfie  use  of  tfie  credit  pro¬ 
vided  in  section  7-43,  under  paragraph:  -(4-)-  of  tfiis 
subsection-,-  tfie  tax  sfiafi  be  tfie  amount-  so  determined 


under 


on 


“  (45)-f4-)-  (2)  Application  of  rates  in  case  of 
certain  exchanges. — If  the  taxpayer’s  highest  bracket 
amount  for  the  taxable  year  computed  under  section  752 
(relating  to  certain  exchanges)  is  less  than  $500,000, 
then  in  the  application  of  the  table  in  paragraph  ( 1 )  of 
this  subsection  to  such  taxpayer,  in  lieu  of  each  amount, 
other  than  the  percentages,  specified  in  such  table,  there 
shall  be  substituted  an  amount  which  bears  the  same 
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ratio  to  the  amount  so  specified  as  the  highest  bracket 
amount  so  computed  bears  to  $500,000.” 

(b)  Excess  Profits  Credit — Based  on  Invested 
Capital. — Section  714  of  the  Internal  Revenue  Code,  as 
amended,  is  amended  to  read  as  follows: 

“SEC.  714.  EXCESS  PROFITS  CREDIT— BASED  ON  INVESTED 
CAPITAL. 


“The  excess  profits  credit,  for  any  taxable  year,  com¬ 
puted  under  this  section,  shall  be  the  amount  shown  in  the 

following  table: 

“If  the  invested  capital  for  the 
taxable  year,  determined  under 


section  715,  is :  The  credit  shall  be : 

Not  over  $5,000,000 _  8%  of  the  invested  capital. 

Over  $5,000,000 _  $400,000,  plus  7%  of  the  excess 

over  $5,000,000.” 


(46>SE€, 


OF  CREDFT, 


-faf  flection  IT4  -fef  of  the  Internal  He  venue  Cede 
(relating  to  disclaimers  of  excess  profits  credit)-  is  amended 
to  read  as  follows^ 

£i{e)-  Effect  of  Dlsfeaevier  of  Crf-die — If  the  tax¬ 
payer  states  in  its  return  for  the  taxable  year  under  this  sub- 
chapter  that  it  disclaims  the  use  of  the  credit  computed  under 
section  711,  such  credit  shall  noty  for  the  purposes  of  the 
internal  revenue  laws,  he  applicable  to  the  computation  of 


the  tax  under  this  subchapter  for  seeb  taxable  ycar.'- 

-fbf  The  last  sentence  of  section  7449  -fbf  -ff-f  is 
amended  to  read  as  follows^  ^Tf  the  taxpayer  states  in  such 
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retnrn  tkat  it  disefaims  Ike  nse  el  Ike  credit  eempnled  nnder 
seetien  44-4  in  Ike  eempntatien  el  ike  tax  tinder  tkis  snk- 
ckapter  fer  Ike  taxable  peatp  Ike  compatation  a-nd  krforma 
lien  based  en  seek  credit  -map  ke  omitted  from  Ike  return.” 

( o  y  8eetien  -v  41  -(k-)-  el  ike  4nlernai  Re  venue  Oodc  (re 
kiting  le  disclaimers  el  exeess-prekts  credit}-  is  amended  le 
read  as  fellows: 


£L(kf  Eefeut  oe  Bis-ex-wimer  of  Bre-h-ht — 41  ike  tax¬ 
payer  slates  in  its  return  for  Ike  tan-aide  pear  nnder  ikis  snk- 
ekapter  ikal  il  diselaims  Ike  nse  el  Ike  credit  eempnled  nnder 


seetien  7  l~k  seek  eredit  skak  nep  fer  Ike  pnrpeses  el  Ike 
internal  teeenne  lawsj  ke  appkeakle  le  Ike  computation  el 
ike  lan  nnder  tkis  snkekapter  fer  snek  taxable  ese- 


(47)SE-&  303,  OASES  IN  W-EHOH  NO  R-SW  REQUIRED 
beet-ion  42-9-  -fb-}-  -f2f  ef  ike  Internal  Eeeenne  Code  is 


le  read  as  fekewss 

return  reqtti-reRt — ekTwklrstan  ding 
-fa^-v  ne  relnm  nnder  seetien  42-  -(a-)-  skak  ke 
required  le  ke  died  nnder  ik-is  siikehaptcr  :■ 

-Bp  anp  taxpayer  entitled  le  kaee  ks 
Is  eredil  eempnled  nnder  either  s 


44k  er  seetien  4-1-4  fer  anp  taxable  year  fer  -wkiek 


its  excess  -prokts  net  income,  eempnled  wkk  Ike 
adjustments  provided  in  seetien  44-4  lef  -(4-)-  and 
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placed  on  on  annual  basis  as  provided  in  section 
744  -fa)-  -f-3 )  7  is  not  greater  than  85,000 ;  or 

“  (4>)  By  any  taxpayer  not  entitled  ta  have 
hs  excess-  profits  credit  computed  under  section  744 
tar  any  taxable  year  tar  which  its  excess  profits  net 
income,  computed  -with  the  adjustments  provided  in 
section  744  -(a)-  -(-4)-  and  placed  an  an  annual  basis 
as  provided  in  section  444  -faf  -f3)-,  is  not  greater 


than  $§t0004 

SEC.  (48)304  202.  DEDUCTION  OF  EXCESS-PROFITS  TAX. 

(a)  Amendment  of  Section  23  (c) . — Section  23 
(c)  of  the  Internal  Revenue  Code  (relating  to  the  deduction 
of  taxes  in  computing  net  income)  is  amended  to  read  as 
follows : 


“(c)  Taxes  Generally.— 

“  ( 1 )  Allowance  in  general. — Taxes  paid  or 
accrued  within  the  taxable  year,  except — 

“  (A)  Federal  income  taxes; 

“(B)  war-profits  and  excess-profits  taxes  im¬ 
posed  by  Title  II  of  tbe  Revenue  Act  of  1917, 
Title  III  of  the  Revenue  Act  of  1918,  Title  III 
of  the  Revenue  Act  of  1921,  section  216  of  the 
National  Industrial  Recovery  Act,  or  section  702  of 
the  Revenue  Act  of  1 934,  or  by  any  such  provisions 
as  amended  or  supplemented ; 
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“(C)  income,  war-profits,  and  excess-profits 
taxes  imposed  by  the  authority  of  any  foreign  coun¬ 
try  or  possession  of  the  United  States;  but  this 
deduction  shall  be  allowed  in  the  case  of  a  taxpayer 
who  does  not  signify  in  his  return  his  desire  to  have 
to  any  extent  the  benefits  of  section  131  (relating 
to  credit  for  taxes  of  foreign  countries  and  posses¬ 
sions  of  the  United  States)  ; 

“(D)  estate,  inheritance,  legacy,  succession, 
and  gift  taxes ;  and 

“(E)  taxes  assessed  against  local  benefits  of  a 
kind  tending  to  increase  the  value  of  the  property 
assessed;  but  this  paragraph  shall  not  exclude  the 
allowance  as  a  deduction  of  so  much  of  such  taxes 
as  is  properly  allocable  to  maintenance  or  interest 
charges. 

“(2)  EXCESS-PROFITS  TAX  UNDER  CHAPTER  2E — 
special  rules. — For  the  purposes  of  this  subsection,  in 
the  case  of  the  excess-profits  tax  imposed  by  Sub- 
chapter  E  of  Chapter  2 — 

“  (A)  The  deduction  shall  be  limited  to  the  tax 
imposed  for  the  taxable  year,  but  any  portion  of  such 
tax  paid  after  the  taxable  year  shall  be  considered 
as  having  been  paid  within  the  taxable  year; 

“(B)  No  reduction  in  such  tax  shall  be  made  by 
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reason  of  the  credit  for  income,  war-profits,  or  excess- 
profits  taxes  paid  to  any  foreign  country  or  posses¬ 
sion  of  the  United  States ; 

“  (C)  Such  tax  shall  be  computed  without  re¬ 
gard  to  the  adjustments  provided  in  section  734;  and 

“(I))  Such  tax,  in  the  case  of  a  consolidated 
return  under  section  730,  shall  be  allocated  to  the 
members  of  the  affiliated  group  under  regulations 
prescribed  by  the  Commissioner,  with  the  approval 
of  the  Secretary.” 

(b)  Amendment  of  Section  102  (d).— Section  102 

(d)  (1)  (A)  of  the  Internal  Revenue  Code  (relating  to 

the  deduction  of  taxes  in  computing  section  102  net  income) 
is  amended  to  read  as  follows : 

“  (A)  Taxes. — Federal  income,  war-profits,  and 
excess-profits  taxes  (other  than  the  tax  imposed  by 
Subchapter  E  of  Chapter  2  for  a  taxable  year  begin¬ 
ning  after  December  31,  1940)  paid  or  accrued  dur¬ 
ing  the  taxable  year,  to  the  extent  not  allowed  as  a 
deduction  by  section  23,  but  not  including  the  tux 
imposed  by  this  section  or  a  corresponding  section  of 
a  prior  income-tax  law.” 

(c)  Computation  of  Excess-Pkofits  Net  In¬ 


come. 
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(1)  Taxable  years  beginning  after  Decem¬ 
ber,  31,  1940  — 

(A)  Section  711  (a)  (1)  (A)  (relating  to 
adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  under  income  credit)  is  amended 
to  read  as  follows : 

“(A)  Income  Taxes. — In  computing  such  nor¬ 
mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  be  allowed;”. 

(B)  Section  711  (a)  (2)  (C)  (relating  to 
adjustment  for  income  taxes  in  computing  excess- 
profits  net  income  under  invested  capital  credit)  is 
amended  to  read  as  follows : 

“(C)  Income  Taxes. — In  computing  such  nor¬ 
mal-tax  net  income  the  deduction  for  the  tax  im¬ 
posed  by  this  subchapter  shall  not  be  allowed 

(2)  Taxable  years  in  the  base  period. — Sec¬ 
tion  711  (b)  (1)  (A)  (relating  to  adjustment  for 

income  taxes  for  taxable  years  in  the  base  period)  is 
repealed. 

(d)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — 

(1)  Section  711  (a)  (1)  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the 
following  new  subparagraph : 
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“(G)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
be  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(2)  Section  711  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  fol¬ 
lowing  new  subparagraph: 

“(I)  Computation  of  Charitable,  Etc.,  Deduc¬ 
tions. — In  determining  any  deduction  the  amount  of 
which  is  limited  to  a  percentage  of  the  taxpayer’s 
net  income  (or  net  income  from  the  property) ,  such 
net  income  (or  net  income  from  the  property)  shall 
be  computed  without  regard  to  the  deduction  on 
account  of  the  tax  imposed  by  this  subchapter.” 

(e)  Excess-Profits  Credit  Carry-Over, — Section 
710  (c)  (1)  (defining  the  unused  excess-profits  credit)  is 
amended  by  adding  at  the  end  thereof  a  new  sentence  to  read 
as  follows:  “For  such  purpose  the  excess-profits  credit  and 
the  excess-profits  net  income  for  any  taxable  year  begin¬ 
ning  in  1940  shall  he  computed  under  the  law  applicable 
to  taxable  years  beginning  in  1941.”. 

(f)  Equity  Invested  Capital. — Section  718  (c) 
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(3)  (relating  to  the  computation  of  earnings  and  profits 
for  invested  capital  purposes)  is  amended  bv  adding  after 
the  word  “subchapter”  the  words  “or  Chapter  1”. 

(g)  Adjustment  of  Abnormal  Base  Period  Net 
Income. — Section  722  (c)  (placing  a  limit  on  the  amount 
of  relief  afforded  under  section  722)  is  amended  by  adding  at 
the  end  thereof  a  new  sentence  to  read  as  follows:  “For 
the  purposes  of  this  subsection  and  subsection  (d)  the  tax¬ 
payer’s  normal-tax  net  income  shall  be  computed  without 
deduction  of  the  tax  imposed  by  this  subchapter.”. 

(h)  Nondeductibility  of  Excess  Profits  Tax  in 
Computation  of  Declared  Value  Excess  Profits 
Tax. — Section  602  of  the  Internal  Revenue  Code  is  amended 
by  striking  out  “computed  without  the  deduction  of  the  tax 
imposed  by  section  600”  and  inserting  in  lieu  thereof  “com¬ 
puted  without  the  deduction  of  the  tax  imposed  by  section 
600  or  the  tax  imposed  by  Subchapter  E  of  Chapter  2. 
(49X4f  A  dj-fstud  Dec-fared  Value. — 


-ff-f  Seetfon  1-202  -fbf  -(4-)-  -(D)-  of  the 


Revenue  Code  is  amended  to  read  as  follows- 


of  the  tax  imposed  by  Subehapter  E  of 


Chapter  2— 


as  follows ; 
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“-(■iil)  the  eseess  ef  ike  deductions  allow  - 
akle  lee  ineemo  te  purposes  -fuel  inektding  ike 
deductien  fee  ike  las  imposed  by  Subchaptcr  E 
ef  Clmpter  2-)-  ever  ils  gross  income/’ 

SEC.  (50)205  203.  NEW  CAPITAL. 

Section  718  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “and”  at  the  end  of  paragraph  (4)  ; 
by  striking  out  the  period  at  the  end  of  paragraph  (5) 
and  inserting  in  lieu  thereof  a  semicolon  and  the  word  “and”; 
and  by  inserting  at  the  end  thereof  the  following: 

“(6)  New  capital. — An  amount  equal  to  25 
per  centum  of  the  new  capital  for  such  day.  The  term 
‘new  capital’  for  any  day  means  so  much  of  the  amounts 
of  money  or  property  includible  for  such  day  under 
paragraphs  (1)  and  (2)  as  was  previously  paid  in 
during  a  taxable  year  beginning  after  December  31, 
1940,  and  so  much  of  the  distributions  in  stock  in¬ 
cludible  for  such  day  under  paragraph  (3)  as  was  pre¬ 
viously  made  during  a  taxable  year  beginning  after 
December  31,  1940,  subject  to  the  following  limitations: 
“(A)  There  shall  not  be  included  money  or 
property  paid  in  by  a  corporation  in  an  exchange  to 
which  section  112  (h)  (3),  (4),  or  (5),  or  so 
much  of  section  112  (c),  (d),  or  (e)  as  refers  to 
section  112  (b)  (3),  (4),  or  (5)  is  applicable 
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(51)  for  would  be  applicable  except  for  section  371 
(g) ),  or  would  have  been  applicable  if  the  term 
‘control’  had  been  defined  in  section  112  (h)  to 
mean  the  ownership  of  stock  possessing  more  than 
50  per  centum  of  the  total  combined  voting  power 
of  all  classes  of  stock  entitled  to  vote  or  more  than 
50  per  centum  of  the  total  value  of  shares  of  all 
classes  of  stock. 

“(B)  There  shall  not  be  included  money  or 
property  paid  in  to  the  taxpayer  by  a  transferor  cor¬ 
poration  if  immediately  after  such  transaction  the 
transferor  and  the  taxpayer  are  members  of  the  same 
controlled  group.  As  used  in  this  subparagraph  and 
subparagraph  ( C ) ,  a  controlled  group  means  one  or 
more  chains  of  corporations  connected  through  stock 
ownership  with  a  common  parent  corporation  if  (i) 
more  than  50  per  centum  of  the  total  combined 
voting  power  of  all  classes  of  stock  entitled  to  vote, 
or  more  than  50  per  centum  of  the  total  value  of 
shares  of  all  classes  of  stock,  of  each  of  the  cor¬ 
porations  (except  the  common  parent  corporation) 
is  owned  directly  by  one  or  more  of  the  other 
corporations,  and  (ii)  the  common  parent  cor¬ 
poration  owns  directly  more  than  50  per  centum 
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of  the  total  combined  voting  power  of  all  classes 
of  stock  entitled  to  vote,  or  more  than  50  per 
centum  of  the  total  value  of  shares  of  all  classes 
of  stock,  of  at  least  one  of  the  other  corporations. 

“  (C)  There  shall  not  he  included  a  distribution 
in  stock  described  in  paragraph  ( 3 )  made  to  another 
corporation,  if  immediately  after  the  distribution  the 
taxpayer  and  the  distributee  are  members  of  the 
same  controlled  group. 

“(D)  Increase  in  Inadmissible  Assets. — The  new 
capital  for  any  day  of  the  taxable  year,  computed 
without  the  application  of  subparagraph  (E),  shall 
be  reduced  by  the  excess,  if  any,  of  the  amount  com¬ 
puted  under  section  720  (b)  with  respect  to  inad¬ 
missible  assets  held  on  such  day,  over  the  amount 
computed  under  section  720  (b)  with  respect  to 
inadmissible  assets  held  on  the  first  day  of  the  tax¬ 
payer’s  first  taxable  year  beginning  after  December 
31,  1940.  Eor  the  purposes  of  this  subparagraph,  in 
determining  whether  obligations  which  are  described 
in  section  22  (b)  (4)  any  part  of  the  interest  from 
which  is  excludible  from  gross  income  or  allowable 
as  a  credit  against  net  income  are  to  be  treated  as 
admissible  or  inadmissible  assets,  such  obligations 
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shall  be  treated  in  the  same  manner  as  they  are 
treated  for  the  taxable  year  for  which  tax  under  this 
subchapter  is  being  computed. 

“(E)  Maximum  New  Capital  Allowable. — The 
new  capital  for  any  day  of  the  taxable  year  shall  not 
be  more  than  the  amount,  if  any,  by  which — 

“  (i)  the  sum  of  the  equity  invested  capital 
(computed  without  regard  to  this  paragraph) 
and  the  borrowed  capital  (as  defined  in  section 
719  (a)  )  of  the  taxpayer  as  of  such  day,  re¬ 
duced  by  the  amount  of  money  or  property  paid 
in  which  is  excluded  by  reason  of  the  limitation 
of  subparagraph  (A)  or  (B)  of  this  paragraph, 
exceeds 

“  (ii)  the  sum  of  such  equity  invested  capital 
and  borrowed  capital  as  of  the  beginning  of  the 
first  day  of  such  taxpayer’s  first  taxable  year 
beginning  after  December  31,  1940,  reduced  by 
the  amount,  if  any,  by  which  the  accumulated 
earnings  and  profits  as  of  such  first  day  of  such 
first  taxable  year  exceed  the  accumulated 
earnings  and  profits  (computed  without  regard 
to  distributions  made  in  taxable  years  beginning 
after  December  31,  1940)  as  of  the  beginning 
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of  the  first  day  of  the  taxable  year  for  which 
the  tax  under  this  subchapter  is  being  (52)eom- 
p-utod:-  computed. 

(53)‘Y^V  Reduction  on  Account  of  Distributions 
Out  of  Pre-1941  Accumulated  Earnings  and  Prof¬ 
its. — The  new  capital  for  any  dag  of  the  taxable 
year,  computed  without  the  application  of  subpara¬ 
graph  (E),  shall  be  reduced  by  the  amount  which, 
after  the  beginning  of  the  first  taxable  year  which 
begins  after  December  31,  1940,  has  been  distributed 
out  of  earnings  and  profits  accumulated  prior  to  the 
beginning  of  such  first  taxable  year." 


(54)SE€,  206, 


iv  MTNTNO  KTE?  A 

li'  iiitttitttt  nrltTf 


Section  -734-  of  the  Internal  Revenue  Code  (exempting 
from  excess  profits  tax  income  derived  from  mining  certain 
metals)  shah  not  apply  with  respect  to  any  taxable  year 
beginning  after  December  34-r  4-940.- 

SEC.  (55)20?  204.  TAXABLE  YEARS  TO  WHICH  AMEND¬ 


MENTS  APPLICABLE. 


The  amendments  made  by  this  title  shall  be  applicable 
only  with  respect  to  taxable  years  beginning  after  December 
31,  1940. 


II.  R,  5417 
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TITLE  III— CAPITAL  STOCK  TAX  AND  DE¬ 
CLARED  VALUE  EXCESS-PROFITS  TAX 

SEC.  301.  CAPITAL  STOCK  TAX. 

(a)  Increase  in  Hate  of  Tax.— Section  1200  (a) 
and  (b)  of  the  Internal  Revenue  Code  (relating  to  rate  of 
capital  stock  tax)  is  amended  by  striking  out  “$1”  and 
inserting  in  lieu  thereof  “$1.25’'  (5 6)and  by  striking  out  the 
word  “ adjusted "  wherever  occurring  therein. 

(b)  Defense  Tax  Rate. — Section  1200  (c)  of  the 
Internal  Revenue  Code  is  repealed. 

(57) (c)  Annual  Declaration  of  Value. — Section  1202 
of  the  Internal  Revenue  Code  (relating  to  declaration  of 
value)  is  amended  to  read  as  follows: 

“SEC.  1202.  DECLARED  VALUE. 

“(a)  Declaration  of  Value. — The  declared  value 
shall  be  the  value  as  declared  by  the  corporation  in  its  return 
for  the  year  (which  declaration  of  value  cannot  be  amended ) . 
The  value  declared  by  the  corporation  in  its  return  shall  be  as 
of  the  close  of  its  last  income  tax  taxable  year  ending  with  or 
prior  to  the  close  of  the  capital  stock  tax  taxable  year. 

“(b)  Credit  for  China  Trade  Act  Corpora¬ 
tions. — For  the  purpose  of  the  tax  imposed  by  section 
1200  there  shall  be  allowed  in  the  case  of  a  corporation 
organized,  under  the  China  Trade  Act,  1922,  42  Stat.  849 
(U.  8.  C .,  Title  15  c.  4),  as  a  credit  against  the  declared 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


51 


value  of  its  capital  stock ,  an  amount  equal  to  the  proportion 
of  such  declared  value  which  the  par  value  of  the  shares  of 
stock  of  the  corporation,  owned  on  the  last  dap  of  the  taxable 
pear  bp  (1)  persons  resident  in  China,  the  United  States, 
or  possessions  of  the  United  States,  and  (2)  individual  citi¬ 
zens  of  the  United  States  or  China  wherever  resident,  bears 
to  the  par  value  of  the  whole  number  of  shares  of  stock  of 
the  corporation  outstanding  on  such  date.  For  the  purposes 
of  this  subsection  shares  of  stock  of  a  corporation  shall  be 
considered  to  be  owned  bp  the  person  in  whom  the  equitable 
right  to  the  income  from  such  shares  is  in  pood  faith  vested; 
and  as  used  in  this  subsection  the  term  'China'  shall  have 
the  same  meaning  as  when  used  in  the  China  Trade  Act, 
1922 ” 

(d)  Returns. — Section  1202  (a)  (2)  of  the  Internal 
Revenue  Code  (relating  to  extensions  of  time  for  filing  capital- 
stock  tax  returns)  is  amended  bp  inserting  at  the  end  thereof 
the  following:  “With  respect  to  the  pear  ending  dune  20. 
1941 ,  the  extension  mag  be  for  not  more  than  90  daps." . 

(e)  Prior  Returns  Effective. — If  a  return  is  tiled 
in  accordance  with  section  1202  of  the  Interned  Revenue 
Code  with  respect  to  the  pear  ending  dune  20,  1941 .  on  tin 
basis  of  a  three-year  declaration  of  value,  tin -  value  declared 
on  such  return  shall  constitute  the  declared  value  for  tin 
purposes  of  section  1202  of  the  Internal  Revenue  ('ode,  a s 
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amended  by  this  section,  for  such  year  ending  June  30,  1941, 
unless  a  different  value  is  declared  on  another  return  filed 
within  the  time  prescribed  by  law  for  filing  such  return. 
(58)-fef  (f)  Effective  Date. — (59)&ubsections  -(a)-  and 
-fbf  This  section  shall  he  effective  only  with  respect  to  the 
year  ending  June  30,  1941,  and  succeeding  years. 

(60)SE€t  ©EELARE©  XAEEE  -EXEESS-PRO-F4TS  TAX— 
©EEEXSE  TAX  MAM  PERMANENT, 


»8eetien  000  -(h)-  el  the  Internal  Eevenue  Cede  is 

■■■■  (h)-  De-f-exhe  has — 4n  the  ease  el  any  taxpayer,  the 
amount  of  tax  payable  under  this  section  fee  any  income 
tax  taxable  year  ending  after  June  J0j  1940,  shah  be  40 
per  centum  greater  than  the  amount  of  tax  which  -would 
be  payable  if  computed  without  regard  to  this  subsection.” 
SEC.  302.  DECLARED  VALLE  EXCESS  PROFITS  TAX— DEFENSE 
TAX  RATES  INCORPORATED  IN  RATE  SCHEDULE. 

(a)  Bates. — Section  600  of  the  Internal  Revenue  Code 
(relating  to  rate  of  declared,  value  excess  profits  tax)  is 
amended  as  follows: 

(1)  By  striking  out  the  heading  “(a)  General 
Rule. — 

(2)  By  amending  the  rate  schedule  to  read  as  follows: 

“6%o  per  centum  of  such  portion  of  its  net  income 

for  such  income-tax  taxable  year  as  is  in  excess  of  10 
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per  centum  and  not  in  excess  of  15  per  centum  of  the 
declared  value; 

“132Ao  per  centum  of  such  portion  of  its  net  income 
for  such  income-tax  taxable  year  as  is  in  excess  of  15 
per  centum  of  the  declared  value:’ ;  and 
(3)  By  repealing  subsection  (b)  (relating  to  defense 
tax  for  five  years). 

(b )  Technical  Amendment. — Section  601  ( including 
the  heading)  of  the  Internal  Bevenue  Code  is  amended  by 
striking  out  the  word  “adjusted”  wherever  occurring  therein. 

(c)  Effective  Date. — This  section  shall  be  effec¬ 
tive  only  with  respect  to  income-tax  taxable  years  ending  after 
June  30,  1941,  and  succeeding  years. 

TITLE  IV— ESTATE  AND  GIFT  TAXES 

SEC.  401.  ESTATE  TAX  RATES. 

(a)  Kates. — Section  935  (b)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows: 

“(b)  The  tentative  tax  referred  to  in  subsection  (a)  (1) 
of  this  section  shall  be  the  tentative  tax  shown  in  the  follow¬ 
ing  table : 

(<U)^K  the  net  estate  Erf  Tie  tentative  tax  shall  he-f 

Xet  over  $5-;000 _  3%-  e4  the  net  estate: 

Over  $5,000  hat  net  over  $10,000-  STett  plus  7%  e4  excess  hw  $5,000. 
Over  $10,000  hat  net  ever  $90, 000 _  $500;  pies  40%-  et  cxecss  over 

$10,000r 

Over  $90;000  hat  eet  over  $30;000_  $4,500;  pi  as  40%-  et  excess  over 

$90-.000r 

Over  $30,000  hat  eet  over  $10-, • 000-  $‘2;80Q;  pies  40%-  et  excess  ever 

$30;000t 
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“4P  the  net  estate  isa  The  tentative  tax  shall  feea 

Ovcr  $165600  hat  aat  over  $50,000,  $1,100,  plus  86%  at  exeess  over 

$10,000. 

Ov-ca  $50,000  bat  aat  over  $665666-  $6,100,;  pine  88%  at  excess  over 

$KA  000 

»“/ \7 «,  v \J  \T . 

Over  $60;006  feat  aat  aver  $8^700,-  pl-as  96%  at  excess  over 


$100,006; 


$60,000. 


Over  $-100^000  feat  aot  aver  $1-8, -7-66;  -pl-us  87%  at  excess  ever 


$950:060.- 


$406,606; 


O-v-ea-  $250,000  feat  aet  aver  $59,200,  ptas  80%-  at  excess  aver 

$500,000.  $950,600.- 

Over  $500,-006  feat  aat  avea  $181,700,  pi  no  89%  at  excess?  over 

$750,000.  $a00,-000-.- 

Over  $750-. 000  feat  aat  avea  $2-l-K7 00,  plus  84%  at  excess  over 

$1.900, -606;  $750,000. 

Over  $1,000,000  feat  aat  over  $296, -700,  plus  06%  at  excess  over 


$1,250,000. 

O-vea  $1,250,000  feat  aat  over 


Over 

$2, 000, -000. 


$1,900, 000. 

86,700,  ptas  08%  at  excess  aver 
$-1,950,900. 

feat  aat  over  $4-81^700^  pl-us  44%  at  excess  over 
$1,500, -000. 


Over  $9,-QQ6j666  feat  aat  aver  $686,700,  ptas  46%  at  excess  over 


$2-,-509,-0Q0t 


$9,000,000. 


Over  $95666,-666  feat  aat  aver  $911,700,  plas  48%  at  excess  over 

$29>00,-099t 


$0,006,000; 

<  >vea  $0,000,000  feat  aat  over 


at  excess  over 


Over  $0,500,000  feat  aat  over  $1,106,700,  plats  64%  at  excess  over 

$1,000,000.  $850665666; 

O-vea  $4,000,000  feat  aat  over  $-l-t>76,-700,  plus  68%  at  ex 


sls  non  ono 

»[7r7yv7\7TTj\7T7\77 

Over 

$6,000,000.- 

Over 


Over 


$1,000,000. 

feat  aat  over  $9^956, -706;  plus  61%  at 


,  ‘  >  van 

VTTTT 


as  aver 


I  till  >~W  >  4  A1TAI‘ 

itt  rr  ttxtv  vtvt 

I  l'|l  I  II  >1  ;  :  1  ’  A  I  ■ 

U  LI  1  II"  *  l  "  /  >  v  I 


J v\  Inn  /->  A  »  so-  4  /~i  aitai  » 

77  TTxTTv?  VI  I  /O'  \  Vr  v  Avvos  v  /  V  V  7 

$6, -600, 000: 

J _  In.-  r. i \  f j7~  A.  4  />  T.-  /  i  •  / 

77  11 1  U •  1  va  /v  vTT  v  - v vv. i  v  V  v  J 


Over  $8;000;600  feat  aat  aver  $tyt66t766;  ptas  66%  at  - 


$10,000,000. 

Over  $1656665666. 


$8;000,000: 

1.  •>">]  lift  T  Q  n  ~f  1 

77  vi  uo  Tv  /XT  vT 


<  AlTAII 

?  vTTT 


“//  net  estate  is: 

Not  over  $5,000 _ 

O  ver  $5,000  hut  not  over  $10,000-- 
Over  $10,000  hut  not  over  $20,000- 

Over  $20,000  hut  not  over  $30,000- 


Orer  $30,000  hut  not  over  $1/0,000- 


Over  $1/0,000  hut  not  over  $50,000- 


Over  $50,000  hut  not  over  $60,000- 


Over  $60,000  hut  not  over 

$100,000. 


The  tentative  tax  shall  he: 

3%  of  the  net  estate. 

$150,  plus  7%  of  excess  over  $5,000. 
$500,  plus  11%  of  excess  over 
$10,000. 

$1,600,  plus  11/%  of  excess  over 
$20,000. 

$3,000,  plus  18%  of  excess  over 
$30,000. 

$J/,800,  plus  22%  of  excess  over 
$1,0,000. 


$7,000,  phis  25%  of  excess  over 
$ 50,000 . 

$9,500,  plus  28%  of  excess  over 
$60,000. 
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“ If  the  net  estate  is : 

The  tentative  tax  shall  be: 

Over  $100,000 

hut 

not 

over 

$ 20,700 ,  plus  30%  of  excess  over 

$250,000. 

$100,000. 

Over  $250,000 

hut 

not 

over 

$ 65,700 ,  plus  32%  of  excess  over 

$500,000. 

$250,000. 

0  ver  $500,000 

hut 

not 

over 

$145,700,  plus  35%  of  excess  over 

$750,000. 

$500,000. 

0  ver  $750,000 

hut 

not 

over 

$233 #00,  plus  37%  of  excess  over 

$1,000,000. 

$750,000. 

Over  $1,000,000 

hut 

not 

over 

$325,700,  plus  39%  of  excess  over 

$1,250,000. 

$1,000,000. 

Over  $1  $50, 000 

hut 

not 

over 

$ 423,200 ,  plus  4%%  of  excess  over 

$1,500,000. 

$1,250,000. 

Over  $1,500,000 

hut 

not 

over 

$528,200,  plus  45%  of  excess  over 

$2,000,000. 

$1,500,000. 

Over  $2,000,000 

hut 

not 

over 

$753 #00,  plus  49%  of  excess  over 

$2,500,000. 

$2,000,000. 

Over  $2,500,000 

hut 

not 

over 

$ 998,200 ,  plus  53%  of  excess  over 

$3,000,000. 

$2,500,000. 

Over  $3,000,000 

hut 

not 

over 

$ 1,263.200 ,  plus  56%  of  excess  over 

$3,500,000. 

$3,000,000. 

Over  $3,500,000 

hut 

not 

over 

$ 1,543,200 ,  plus  59%  of  excess  over 

$4,000,000. 

$3  #00, 000. 

Over  $4,000,000 

hut 

not 

over 

$ 1,838,200 ,  plus  63%  of  excess  over 

$5,000,000. 

$4,000,000. 

Over  $5,000,000 

hut 

not 

over 

$ 2,468,200 ,  plus  67%  of  excess  over 

$6,000,000. 

$5,000,000. 

Over  $6,000,000 

hut 

not 

over 

$3,138,200,  plus  70%  of  excess  over 

$7,000,000. 

$6,000,000. 

Over  $7,000,000 

hut 

not 

over 

$ 3,838,200 .  plus  73%  of  excess  over 

$8,000,000. 

$7,000,000. 

Over  $8,000,000 

hut 

not 

over 

$4,568,200,  plus  76%  of  excess  over 

$10,000,000. 

$8,000,000. 

Over  $10,000,000 

$ 6,088,200 ,  plus  77%  of  excess  over 

$ 10,000,000 

(62Vfbb  KF-F-EeTH-E  IM-tk  hf 

— 4be  amend 

Hie nt  made  by  snbsection  -fa}-  sbab  be  applicable  only  te 


estates  el  decedents  dying  alter  tbe  bate  el  tbe  enactment  el 

A  /^t 

tiny  True: 


-fef  Defense  -M-nm-:  Pee MtVMvNP. — Subchapter 

<4  el  Chapter  b  el  tbe  Internal  Revenue  Oede  ie  amended 
by  striving  ent  “and  before  tbe  expiration  el  bee  years  alter 
sneb  date” ;  by  striking  ent  in  tbe  beading  el  tbe  a 
“POP  FIVE  FEARS”:  and  by  striking  ent  in  tbe 
el  seetien  P54-  -FOR  FIVE  FEARS-- 
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(b)  Defense  Tax  Repealed  .—Subchapter  C  of 
Chapter  3  of  the  Internal  Revenue  Code  is  repealed. 

( c )  Effective  Date. — Subsections  (a)  and  (b)  shall 
be  effective  only  with  respect  to  estates  of  decedents  dying 
after  the  date  of  the  enactment  of  this  Act. 

(63 ySEC.  402.  DEDUCTION  ON  ACCOUNT  OF  PROPERTY  PREVI¬ 
OUSLY  TAXED. 

(a)  Amendments  to  Internal  Revenue  Code. — 
The  Internal  Revenue  Code  is  amended  as  follows: 

(1)  Second  sentence  of  section  812  (c)  Internal 
Revenue  Code,  following  “ estate  tax  imposed  under  this' , 
strike  out  “ subchapter,  the  Revenue  Act  of  1926  (44 
Stat.  69)"  and  insert  in  lieu  thereof  “ chapter" . 

(2)  Second  sentence  of  section  861  (a)  (2)  In¬ 
ternal  Revenue  Code,  following  “ estate  tax  imposed  under 
this" ,  strike  out  “ subchapter ,  the  Revenue  Act  of  1926 
(44  Stat.  69)"  and  insert  in  lieu  thereof  “chapter" . 

(b)  Amendments  to  Revenue  Act  of  1926. — The 
Revenue  Act  of  1926  is  amended  as  follows: 

(1)  Second  sentence  of  section  303  (a)  (2)  Reve- 
nue  Act  of  1926,  as  amended,  following  “ estate  tax 
imposed  under" ,  strike  out  “this"  and  insert  in  lieu 
thereof  “ the  Revenue  Act  of  1932" . 

(2)  Second  sentence  of  section  303  (b)  (2)  Reve- 
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nue  Act  of  1926,  as  amended ,  following  “ estate  tax 
imposed  under ",  strike  out  “this’’  and  insert  in  lieu 
thereof  utl\e  Revenue  Act  of  1982" . 

(c)  Effective  Dates  — 

(1)  The  sections  of  the  internal  Revenue  Code 
amended  by  subsection  ( a)  shall  have  effect  as  if  such 
sections,  as  so  amended,  had  been  enacted  in  the  internal 
Revenue  Code  on  F ebruary  10, 1939. 

(2)  The  amendments  made  by  subsection  (b)  shall 
be  effective  with  respect  to  the  estates  of  decedents  dying 
after  the  enactment  of  the  Revenue  Act  of  1932. 

(Ol).SEC.  403.  AMENDMENT  TO  SECTION  812,  INTERNAL  REVE¬ 
NUE  CODE. 

(a)  Subsection  (d)  of  section  812  of  the  Internal  Rev¬ 
enue  Code,  relating  to  the  deduction  for  charitable,  etc.,  be¬ 
quests,  is  amended  by  adding  the  following  new  sentence:  “ The 
amount  deductible  under  this  subsection  shall  include  any 
amount  falling  into  a  devise  or  bequest  to  or  for  any  of  the 
designated  objects  and  uses,  as  the  result  of  a  renunciation 
or  disclaimer  of  a  devise,  bequest,  or  legacy  by  another  bene¬ 
ficiary  under  the  ivill  or  a  codicil  thereto." 

(b)  The  amendment  made  by  subsection  (a)  of  this  sec¬ 
tion  shall  be  applicable,  irrespective  of  whether  the  decedent 
died  before  or  after  the  date  of  enactment  of  this  Act. 
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1  SEC.  (65)402  404.  GIFT  TAX  RATES. 

2  (a)  Kates. — The  Kate  Schedule  of  section  1001  of  the 

3  Internal  Kevenue  Code  is  amended  to  read  as  follows: 
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If  the  net  gifts  are: 

Not  over  $5,000 _ 

Over  $5 pOO  but  not  over  $10,000-- 

Over  $10 POO  but  not  over  $20,000- 

Over  $20 POO  but  not  over  $30,000- 

Over  $30 POO  but  not  over  $40,000- 

Over  $40,000  but  not  over  $50p00 _ 

Over  $50p00  but  not  over  $60,000- 

Over  $60 POO  but  not  over  $100 ,000- 


The  tax  shall  be: 

2\%  of  the  net  gifts. 

$ 112.50 ,  plus  5\%  of  excess  over 
$5p00. 

$375,  plus  8\%  of  excess  over 

$10,000. 

$1,200,  plus  10\%  of  excess  over 
$20,000. 

$2,250,  plus  13h%  of  excess  over 
$30,000. 

$3,600,  plus  16$%  of  excess  over 
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Over  $4,000,000 
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$1,378,650,  plus  41  \%  of  excess  over 
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Over  $5,000,000 
$6,000,000. 
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not 

over 

$ 1,851,150 ,  plus  50\%  of  excess  over 
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Over  $ 6,000,000 
$7,000,000. 
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$2,353,650,  plus  524%  of  excess  over 
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pitting  the  tax  for  the  calendar  }7ear  1942  and  each  calendar 
year  thereafter  (but  not  the  tax  for  the  calendar  year 
1941  or  a  previous  calendar  year) ,  and  such  {69)amo«dnieftt 
amendments  shall  he  applied  in  all  computations  in  respect 
of  the  calendar  year  1941  and  previous  calendar  years  for 
the  purpose  of  computing  the  tax  for  the  calendar  year  1942 
and  any  calendar  year  thereafter. 

(70)-fef  Defense  Txn  Rates  Made-  Permanent. — Sec¬ 
tion  44)04  -(d)-  of  the  -Internal  Revenue  Gede  is  amended  fey 
striking  out  “1941  to  494)4  feeth  inclusive,”  and  inserting  in 
hen  thereof  “after  1940” ;  and  fey  striking  out  in  the  heading 
4fer  4940-40444 

(c)  Defense  Tax  Repealed. — Section  1001  (d)  of 
the  Internal  Revenue  Code  (relating  to  defense  tax  for  five 
years  on  gifts )  is  repealed. 

TITLE  V— EXCISE  TAXES 

Part  I — 1932  Excise  Taxes  Made  Permanent 
SEC.  501.  1932  EXCISE  TAXES  MADE  PERMANENT. 

Section  3452  of  the  Internal  Revenue  Code  (relating  to 
expiration  of  1932  excise  taxes)  is  repealed. 

SEC.  502.  PIPE  LINE  TAX. 

Section  3460  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  termination  of  tax  on  transportation  by  pipe  line)  is 
amended  by  striking  out  “originating  before  July  1,  1945”. 
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1  SEC.  503.  TECHNICAL  AMENDMENT. 

2  The  heading  of  Subtitle  C  of  the  Internal  Revenue  Code 

3  is  amended  to  read  as  follows : 

4  “SUBTITLE  C— MANUFACTURERS’  EXCISE  AND 

5  IMPORT  TAXES  AND  TEMPORARY  TAXES” 

6  SEC.  504.  BOND  TAX. 

7  Section  3481  (b)  (relating  to  expiration  of  tax  on 
3  transfer  of  bonds)  is  repealed. 

9  SEC.  505.  CONVEYANCE  TAX. 

10  Section  3482  (relating  to  tax  on  conveyances)  is 

11  amended  by  striking  out  “delivered  before  July  1,  1945”. 

12  Part  II — Defense  Tax  Rates  Made  Permanent  (No  In- 

13  crease  in  Tax  and  No  Change  in  Basis  of  Tax) 

14  SEC.  521.  DEFENSE  EXCISE  TAX  RATES  MADE  PERMA- 

15  NENT  WHICH  ARE  NOT  INCREASED  BY  THIS 

16  ACT. 

17  (a)  The  following  sections  of  the  Internal  Revenue 

18  Code  are  amended  as  follows: 

19  (1)  Box  seats.— Section  1700  (b)  (1)  is 

20  amended  by  striking  out  “10  per  centum”  and  inserting 

21  in  lieu  thereof  “11  per  centum”. 

22  (2)  Sales  outside  box  office. — Section  1700 

23  (c)  (1)  is  amended  by  striking  out  “10  per  centum” 

24  and  inserting  in  lieu  thereof  “1 1  per  centum”. 
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(3)  Corporate  securities. — Section  1801  is 
amended  by  striking  out  “10  cents  until  July  1,  1945, 
and  5  cents  thereafter”  and  inserting  in  lieu  thereof 
“11  cents”. 

(4)  Capital  stock  issues— Section  1802  (a) 
is  amended  by  striking  out  “10  cents  until  July  1.  1945, 
and  5  cents  thereafter”  and  the  comma  wherever  fol¬ 
lowing  such  expression  and  inserting  in  lieu  thereof 
“11  cents”;  and  by  striking  out  “2  cents  until  July  1, 
1945,  and  1  cent  thereafter,”  and  inserting  in  lieu  thereof 
“3  cents”. 

(5)  Capital  stock  transfers. — Section  1802 
(b)  is  amended  by  striking  out  “4  cents  until  July  1, 
1945,  and  2  cents  thereafter,”  and  inserting  in  lieu 
thereof  “5  cents”;  and  by  striking  out  “5  cents  instead 
of  4  cents  until  July  1,  1945”  and  inserting  in  lieu 
thereof  “6  cents”. 

(6)  Insurance  policies. — Section  1804  is 
amended  by  striking  out  “3  cents”  and  inserting  in  lieu 
thereof  “4  cents”. 

(7)  Passage  tickets. — Section  1806  is  amended 
by  striking  out  “$1  ”  and  inserting  in  lieu  thereof 
“$1.10”;  by  striking  out  “$3”  and  inserting  in  lieu 
thereof  “$3.30”;  and  by  striking  out  “$5”  and  inserting 
in  lieu  thereof  “$5.50”. 
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(8)  Cigarettes. — Section  2000  (c)  (2)  is 

amended  b}^  striking  out  ‘‘$3”  and  inserting  in  lieu 
thereof  “$3.25”  and  by  striking  out  “$7.20”  and  insert¬ 
ing  in  lieu  thereof  “$7.80”. 

(9)  Pistols  and  revolvers. — Section  2700  (a) 
is  amended  by  striking  out  “10  per  centum”  and  in¬ 
serting  in  lieu  thereof  “1 1  per  centum”. 

(10)  Fermented  malt  liquors. — Section  3150 
(a)  is  amended  by  striking  out  “$5”  and  inserting  in 
lieu  thereof  “$6”. 

(It)  Wholesalers  of  liquor. — Section  3250 
(a)  ( 1 )  is  amended  by  striking  out  “$100”  and  insert¬ 
ing  in  lieu  thereof  “$110”. 

(12)  Retailers  of  liquor. — Section  3250  (b) 
is  amended  by  striking  out  “$25”  and  inserting  in 
lieu  thereof  “$27.50”. 

(13)  Brewers. — Section  3250  (c)  is  amended  by 
striking  out  “$100”  and  inserting  in  lieu  thereof  “$110” 
and  by  striking  out  “$50”  and  inserting  in  lieu  thereof 
“$55”. 

(14)  Wholesalers  of  malt  liquors. — Section 
3250  (d)  is  amended  by  striking  out  “$50”  and 
inserting  in  lieu  thereof  “$55”. 

( 15)  Retailers  of  malt  liquors. — Section  3250 
(e)  (1)  is  amended  by  striking  out  “$20”  and 
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inserting  in  lien  thereof  “$22“,  and  section  3250  (e) 
(3)  is  amended  striking  out  “$2”  and  inserting  in 
lieu  thereof  “$2.20”. 


(16)  Rectifiers.— Section  3250  (f)  (1)  is 

amended  by  striking  out  “$200”  and  inserting  in  lieu 
thereof  “$220”;  and  by  striking  out  “$100”  and  insert¬ 
ing  in  lieu  thereof  “$110”. 

(17)  Stills. — Section  3250  (j)  is  amended  by 
striking  out  “$50”  and  inserting  in  lieu  thereof  “$55”; 
and  by  striking  out  “$20”  and  inserting  in  lieu  thereof 
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(18)  Firearms,  etc. — Section  3407  is  amended 
by  striking  out  “10  per  centum”  and  inserting  in  lieu 
thereof  “11  per  centum”. 

( 19 )  Electrical  energy. — S  e  e  t  i  o  n  341 1  is 
amended  by  striking  out  “3  per  centum”  and  inserting 
in  lieu  thereof  “31  per  centum”. 

(20)  Gasoline. — Section  3412  (a)  is  amended 
by  striking  out  “1  cent”  and  inserting  in  lieu  thereof 
“11  cents”. 

(21 )  Lubricating  oils. — Section  3413  is  amended 
by  striking  out  “4  cents”  and  inserting  in  lieu  thereof 
“41  cents”. 

(22)  Transportation  of  oil  by  pipe  line. — 
Section  3460  (a)  is  amended  by  striking  out  “4  per 
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centum”  and  inserting  in  lieu  thereof  “44  per  centum”. 

(23)  Transfer  of  bonds. — Section  3481  (a)  is 
amended  by  striking  out  “4  cents'"  and  inserting  in  lieu 
thereof  “5  cents”. 

(24)  Conveyances. — Section  3482  is  amended  by 
striking  out  “50  cents”  and  inserting  in  lieu  thereof  “55 
cents”. 

(b)  The  rates  specified  in  subsection  (a)  shall  be 
applicable  only  with  respect  to  the  period  after  the  date  of  the 
enactment  of  this  Act,  and  the  rates  specified  in  section 
1650  (a),  section  2004,  and  section  3190  of  the  Internal 
Revenue  Code  shall  not  apply  with  respect  to  such  period. 

Part  III — Increases  in  Rates  of  Existing  Excise  Taxes 
SEC.  531.  PLAYING  CARDS. 

Section  1807  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “10  cents”  and  inserting  in  lieu 
thereof  “13  cents”. 

SEC.  532.  SAFE  DEPOSIT  BOXES. 

Section  1850  (a)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “10  per  centum”  and  inserting  in 
lieu  thereof  “20  per  centum”. 

SEC.  533.  DISTILLED  SPIRITS. 

( a)  Rate  on  Distilled  Spirits  (7  1)and  Brandy. — 
Section  2800  (a)  (1)  of  the  Internal  Revenue  Code  is 

amended  by  striking  out  “at  the  rate  of  $2.25  (and  on 
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brandy  at  the  rate  of  $2)”  and  by  inserting  in  lieu  thereof 
“at  the  rate  of  $4  (72)-{a-nd  on-  brandy  a4  the  rale-  of  $37#)  ” 
(73),  and  by  striking  out  “( except  brandy)" . 

(b)  Rate  on  Imported  Perfumes  Containing 
Alcohol. — Section  2800  (a)  (3)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “$2.25”  and  inserting  in 
lieu  thereof  “$4”. 

(c)  Drawback  on  Distilled  Spirits— The  third 
paragraph  of  section  2887  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “but  shall  not  exceed  a  rate  of  $3 
(or,  in  the  case  of  brandy,  $2.75)  ”  and  inserting  in  lieu 
thereof  “but  shall  not  exceed  a  rate  of  $4  (74)-{ert  b+  the  ease 
of  brandy,  $37-#)-”. 

(d)  Floor  Stocks  Tax.— Section  2800  of  the  Inter¬ 
nal  Revenue  Code  is  amended  by  inserting  at  the  end  thereof 
the  following  new  subsection : 

“(i)  Floor  Stocks  Tax.— 

“(1)  Upon  all  distilled  spirits  upon  which  the 
internal-revenue  tax  imposed  by  law  has  been  paid,  and 
which  on  (75)tbe  effective  hate  of  Part  444-  of  Title  A  of 
flie  Revenue  Aet  of  i  ft  14  October  1,  1941,  are  held  and 
intended  for  sale  or  for  use  in  the  manufacture  or  produc¬ 
tion  of  any  article  intended  for  sale,  there  shall  be  levied, 
assessed,  collected,  and  paid  a  floor  stocks  tax  of  $1 
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(7 &)( except  that  in  the  case  of  brandy,  the  rate  shall  he 
$1.25)  on  each  proof-gallon,  and  a  proportionate  tax  at 
a  like  rate  on  all  fractional  parts  of  such  proof-gallon. 

“(2)  Every  person  required  by  this  subsection  to 
pay  any  floor  stocks  tax  shall,  on  or  (77)before  the  hrst 
day  of  the  third  month  begkmmg  after  such  effective 
date  January  1,  1942,  under  such  regulations  as  the 
Commissioner,  with  the  approval  of  the  Secretary,  shall 
prescribe,  make  a  return  and  pay  such  tax.  Payment  of 
the  tax  shown  to  be  due  may  he  extended  to  a  date  not 
later  than  (78)the  first  day  of  the  tenth  month  begin- 
ning  after  sueh  effective  date  August  1,  1942,  upon  the 
filing  of  a  bond  for  payment  thereof  in  such  form  and 
amount  and  with  such  surety  or  sureties  as  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary,  may  prescribe. 

“(3)  All  provisions  of  law,  including  penalties,  ap¬ 
plicable  in  respect  of  internal-revenue  taxes  on  distilled 
spirits  shall,  insofar  as  applicable  and  not  inconsistent 
with  this  subsection,  be  applicable  in  respect  of  the  floor 
stocks  tax  imposed  hereunder.  For  the  purposes  of  this 
subsection  the  term  ‘distilled  spirits’  shall  include  prod¬ 
ucts  produced  in  such  manner  that  the  person  producing 
them  is  a  rectifier  within  the  meaning  of  section 
3254  (g).” 
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SEC.  534.  WINES. 

(a)  Rate  on  Still  Wines.— Section  3030  (a)  (1) 
(A)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “5  cents”  and  inserting  in  lieu  thereof  “(79)H  cents  10 
cents' ;  by  striking  out  “15  cents”  and  inserting  in  lieu  thereof 
“{80)24  cents  35  cents' ;  and  by  striking  out  “25  cents”  and 
inserting  in  lieu  thereof  “{8.1)50  cents  65  cents' . 

(b)  Rate  on  Spakkling  Wines,  Liqueurs,  Cor¬ 
dials,  Etc. — Section  3030  (a)  (2)  of  the  Internal  Reve¬ 
nue  Code  is  amended  by  striking  out  “24  cents”  and  inserting 
in  lieu  thereof  “(82)4-  cents  7  cents";  and  by  striking  out 
“1£  cents”  and  inserting  in  lieu  thereof  “(83)24  cents 
35  cents" . 

(c)  Subchapter  F  of  Chapter  26  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the  following 
new  section : 

“SEC.  3192.  FLOOR  STOCKS  TAX  ON  WINES. 

“  (a)  Floor  Stocks  Tax. — Upon  all  wines  upon  which 
the  internal-revenue  tax  imposed  by  law  has  been  paid, 
and  which  on  (84)tbe  effective  date  of  Fart  444  of  Title  4- 
of  the  Revenue  Act  of  1941  October  1,  1,941  are  held  and 
intended  for  sale  or  for  use  in  the  manufacture  or  production 
of  an  article  intended  for  sale,  there  shall  be  levied,  assessed, 
collected,  and  paid  a  floor  stocks  tax  at  rates  equal  to  the 
increases  in  rates  of  tax  (over  the  defense  tax  rates)  made 
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applicable  to  such  articles  by  section  534  of  the  Revenue 
Act  of  1941. 

“(b)  Returns. — Every  person  required  by  subsection 
(a)  to  pay  any  floor  stocks  tax  shall,  on  or  before  (85)fhe 
first  day  of  the  third  nroreth  beginning  alter  each  effective 
date  January  1 ,  1.942,  under  such  regulations  as  the  Com¬ 
missioner,  with  the  approval  of  the  Secretary,  shall  pre¬ 
scribe,  make  a  return  and  pay  such  tax.  Payment  of  the 
tax  shown  to  be  due  may  be  extended  to  a  date  not  later 
than  the  (86)hrst  day  of  the  tenth  month  begin} dug  after 
such  effective  date  August  7,  1.942,  upon  the  filing  of  a  bond 
for  payment  thereof  in  such  form  and  amount  and  with  such 
surety  or  sureties  as  the  Commissioner,  with  the  approval 
of  the  Secretary,  may  prescribe. 

“(c)  Laws  Applicable. — All  provisions  of  law,  in¬ 
cluding  penalties,  applicable  in  respect  of  the  taxes  imposed 
by  section  3030  (a)  shall,  insofar  as  applicable  and  not 
inconsistent  with  this  subsection,  be  applicable  with  respect 
to  the  floor  stocks  tax  imposed  by  subsection  (a).” 

SEC.  535.  TIRES  AND  TUBES. 

(a)  Rate  on  Tires. — Section  3400  (1 )  of  the  Internal 
Revenue  Code  is  amended  by  striking  out  “2^  cents”  and 
inserting  in  lieu  thereof  “5  cents”. 

(b)  Rate  on  Tubes. — Section  3400  (2)  of  thr  In 
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1  ternal  Eevenue  Code  is  amended  by  striking  out  “ 4  cents” 

2  and  inserting  in  lieu  thereof  “9  cents”. 

3  (c)  Floor  Stocks  Tax  ox  Tires  and  Inner 

4  Tubes. — Section  3400  of  the  Internal  Eevenue  Code  is 

5  amended  by  inserting  “  (a)  Tax. — ”  before  the  beginning 

6  thereof  and  by  inserting  at  the  end  thereof  the  following: 

7  “  (b)  Floor  Stocks  Tax. — Upon  tires  and  inner  tubes 
3  subject  to  tax  under  subsection  (a)  of  the  type  used  on 

9  vehicles  subject  to  tax  under  section  3403  (a)  or  (b)  which 

10  on  (87)the  (l-footi-ve  dale  of  Fart-  444  ef  Title  41  ef  the  Eevenue 

11  Aet  ef  1941-  October  1,  1941  are  held  for  sale  by  any  person 

12  there  shall  be  levied,  assessed,  collected,  and  paid  a  floor  stocks 

13  tax  at  the  rate  of  24  cents  per  pound  in  the  case  of  tires  and  44 

14  cents  per  pound  in  the  case  of  inner  tubes.  The  tax  shall  apply 

15  to  tires  and  inner  tubes  held  for  sale  on,  or  in  connection  with, 

10  or  held  for  use  in  the  manufacture  or  production  of,  articles  the 

17  sale  of  which  will  be  subject  to  tax  under  section  3403  (a)  or 

18  (b) .  The  tax  shall  not  apply  to  tires  and  inner  tubes  held 

19  for  sale  by  the  manufacturer,  producer,  or  importer  thereof, 

20  and  to  tires  and  inner  tubes  the  sale  of  which  will  be  subject 

21  under  the  provisions  of  sections  3444  (a)  (2)  and  3445  to 

22  the  manufacturers’  tax  on  tires  and  inner  tubes.” 

23  SEC.  536.  EFFECTIVE  DATE  OF  PART  III. 

24  The  amendments  made  by  this  Fart  shall  be  applicable 

25  only  with  respect  to  the  period  beginning  with  (88)tbe  effee- 
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tive  date  <-4  this  4-art  October  1 ,  1941 ,  and  the  rates  specified 
in  section  1650  (a),  section  1807  (1>) ,  section  2004,  section 
2800  (g),  and  section  3190  of  the  Internal  Revenue  (’ode 
shall  not  apply  with  respect  to  such  period.  This  Part  shall 
take  effect  on  (89)the  first  day  of  tho  first  month  which  be¬ 
gins  more  than  1-0  da-vs  otter  tire  dote  of  the  enactment  of  this 


Act  October  1 ,  1941 . 

Part  IV — Changes  in  Basis  of  Computing  Tax  (Rates  In¬ 
creased  in  Certain  Cases) 


SEC.  541.  ADMISSIONS  TAX. 

(a)  Reduction  of  Exemption. — Section  1700  (a) 
(a  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 


“  ( 1  )  Rate. — (9(  ))A  tare  of  T  cent  for  each  TO  cents 
or  hm 

that-;-  except  that  m  ease  tire  amount 
is  less  than  TO  eentsr  no  tax  shall  he  imposed.  A  tax  of 
1  cent  for  each  10  cents  or  fraction  thereof  of  tin  amount 
paid  for  admission  to  any  /dace,  includiny  admission  by 
season  ticket  or  subscription.  In  the  case  of  persons  (ex¬ 
cept  bona  fide  employees,  municipal  officers  on  official 
business,  (91  )ehildren  under  twelve  persons  under 


eiyhteen  years  of  age.  members  of  the  military  or  naval 
forces  of  the  I  luted  States  when  in  uniform,  and  members 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

n 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


72 


of  the  Civilian  Conservation  Corps  when  in  uniform) 
admitted  free  or  at  reduced  rates  to  any  place  at  any  time 
when  and  under  circumstances  under  which  an  admis¬ 
sion  charge  is  made  to  other  persons,  an  equivalent  tax 
shall  be  collected  based  on  the  price  so  charged  to  such 
other  persons  for  the  same  or  similar  accommodations, 
to  be  paid  by  the  person  so  admitted.  (92)Amonnts 
paid  for  admission  by  season  ticket  or  subscription:  shad 
be  exempt  only1  if  the  amount  which  would  he  charged 
to  tire  holder  or  subscriber  for  a  single  admission  is  less 
than  40  center  No  tax  shall  he  imposed  on  the  amount 
paid  for  the  admission  of  a  child  under  12  years  of  aye 
if  the  amount  paid  is  less  than  10  cents." 

(93)-fb)-  IhmvHWWT-tem  cm  Exemptions. — Section  1-704  of 
the  Internal  Revenue  Code  -(relating  to  exemptions  from 
admissions  tax)-  shah  not  apply  with  respeet  to  amonnts  paub 
on  or  alter  the  effective  date  of  this  Party  for  admissiom 
(94 y(b)  Exemption  of  School  Entertainments. — 
Section  1701  of  the  Internal  Revenue  Code  (relating  to 
exemptions  from  admissions  tax)  is  amended  by  inserting  at 
the  end  thereof  the  following  new  subsection: 

“(d)  School  entertainments. — Any  admissions 
to  entertainments  conducted,  by  public  or  parochial,  ele¬ 
mentary  or  high  schools." 

(c)  Exemption  of  Nation  at.  Park.  Etc.,  Ad- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

39 

20 

21 

22 

23 

24 

25 


73 


missions  Terminated. — The  Interior  Department  Appro¬ 
priation  Act,  1942,  is  amended  by  striking  out  that  part 
thereof  under  the  heading  “national  park  service”  which 
reads  as  follows: 

“Hereafter  fees  incident  to  admission  to  the  national 
parks  and  monuments  and  other  areas  in  the  national  park 
system,  charged  and  collected  with  the  approval  of  the 
Secretary  of  the  Interior,  shall  be  exempt  from  all  Federal 
tax  on  admissions.” 

The  Act  entitled  “An  Act  making  appropriations  for 
the  Department  of  the  Interior  for  the  fiscal  year  ending 
June  30,  1936,  and  for  other  purposes”,  approved  May  9. 
1935,  is  amended  by  striking  out  that  part  thereof  under 
the  heading  “national  park  service”  which  reads  as 
follows:  “:  Provided,  That  any  admission  fee  charged  for 
entrance  to  Carlsbad  Caverns  and  any  fee  charged  for  guide 
service  therein,  shall  be  exempt  from  all  taxes  on  admissions”. 
SEC.  542.  CABARET,  ROOF  GARDEN,  ETC.,  TAX. 

(a)  Imposition. — Section  1700  (e)  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows: 

“(e)  Tax  on  Cabarets,  Roof  Gardens,  Etc. — 

“  ( 1 )  Rate. — A  tax  equivalent  to  5  per  centum  of 
all  amounts  paid  for  admission,  refreshment,  service,  and 
merchandise,  at  any  roof  garden,  cabaret,  or  other 
similar  place  furnishing  a  public  performance  for  profit,  if 
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any  payment,  or  part  thereof,  for  admission,  refresh¬ 
ment,  service,  or  merchandise,  entitles  the  patron  to  he 
present  during  any  portion  of  such  performance.  No 
tax  shall  be  applicable  under  subsection  (a)  (1)  on  ac¬ 
count  of  an  amount  paid  with  respect  to  which  tax  is  im¬ 
posed  under  this  subsection. 

“(2)  By  whom  paid. — The  tax  imposed  under 
paragraph  (1)  shall  be  returned  and  paid  by  the  person 
receiving  such  payments.” 

(b)  Place  of  Payment. — Section  1715  (b)  of  the 
Internal  Eevenue  Code  is  amended  to  read  as  follows: 

“(b)  Place  of  Payment— The  taxes  collected  under 
subsection  (a) ,  and  the  taxes  required  to  be  paid  under 
section  1700  (c) ,  (d) ,  or  (e) ,  shall  be  paid  to  the  collector 
of  the  district  in  which  the  principal  office  or  place  of  busi¬ 
ness  is  located.” 

(c)  Returns. — Section  1716  (a)  of  the  Internal 

Revenue  Code  is  amended  to  read  as  follows : 

“  (a)  'Requirement. — Every  person  required  under 
subsection  (a)  of  section  1715  to  collect  the  taxes,  or  re¬ 
quired  under  section  1700  (c),  (d),  or  (e)  to  pay  the 
taxes,  imposed  by  this  chapter  shall  make  returns  under 
oath,  in  duplicate,  in  such  manner  and  containing  such 
information  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  may,  by  regulation,  prescribe.” 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


75 


(d)  Section  1700  (c)  (3)  and  section  1700  (d)  (3) 
of  the  Internal  Revenue  Code  are  repealed  as  of  the  effective 
date  of  this  Part. 

SEC.  543.  CLUB  DUES. 

(a)  Reduction  of  Exemption  and  Defense  Tax 
Rate  Made  Permanent. — Section  1710  (a)  (1)  and  (2) 
of  the  Internal  Revenue  Code  are  amended  to  read  as 
follows : 

“  ( 1 )  Dues  or  membership  fees. — A  tax  equiva¬ 
lent  to  11  per  centum  of  any  amount  paid  as  dues  or 
membership  fees  to  any  social,  athletic,  or  sporting  club 
or  organization,  if  the  dues  or  fees  of  an  active  resident 
annual  member  are  in  excess  of  $10  per  year. 

“(2)  Initiation  fees.— A  tax  equivalent  to  11 
per  centum  of  any  amount  paid  as  initiation  fees  to  such 
a  club  or  organization,  if  such  fees  amount  to  more  than 
$10,  or  if  the  dues  or  membership  fees,  not  including 
initiation  fees,  of  an  active  resident  annual  member  are 
in  excess  of  $10  per  year.” 

(b)  Definition  of  Dues. — Section  1712  (a)  of  the 
Internal  Revenue  Code  is  amended  to  read  as  follows: 

“  (a)  Dues. — The  term  ‘dues’  includes  any  assessment, 
irrespective  of  the  purpose  for  which  made,  and  any  charges 
for  social  privileges  or  facilities,  or  for  golf,  tennis,  polo, 
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swimming,  or  other  athletic  or  sporting  privileges  or  facili¬ 
ties,  for  any  period  of  more  than  six  days;  and”. 

SEC.  544.  AUTOMOBILE,  TRUCK,  BUS,  AND  PARTS  TAX. 

(a)  Increase  of  Rate  and  Classification  of 
Russes. — Section  3403  (a)  and  (b)  of  the  Internal  Reve¬ 
nue  Code  are  amended  to  read  as  follows : 

“(a)  Automobile  truck  chassis,  automobile  truck 
bodies,  automobile  bus  chassis,  automobile  bus  bodies,  truck 
and  bus  trailer  and  semitrailer  chassis,  truck  and  bus  trailer 
and  semitrailer  bodies,  tractors  of  the  kind  chiefly  used  for 
highway  transportation  in  combination  with  a  trailer  or 
semitrailer  (including  in  each  of  the  above  cases  parts  or 
accessories  therefor  sold  on  or  in  connection  therewith  or 
with  the  sale  thereof) ,  5  per  centum.  A  sale  of  an  auto¬ 
mobile  truck,  bus,  or  truck  or  bus  trailer  or  semitrailer,  shall, 
for  the  purposes  of  this  subsection,  be  considered  to  be  a 
sale  of  the  chassis  and  of  the  body. 

“(b)  Other  automobile  chassis  and  bodies,  chassis  and 
bodies  for  trailers  or  semitraiiers  suitable  for  use  in  connec¬ 
tion  with  passenger  automobiles,  and  motorcycles  (includ¬ 
ing  in  each  case  parts  or  accessories  therefor  sold  on  or  in 
connection  therewith  or  with  the  sale  thereof) ,  except 
tractors,  7  per  centum.  A  sale  of  an  automobile,  trailer, 
or  semitrailer  shall,  for  the  purposes  of  this  subsection,  be 
considered  to  be  a  sale  of  the  chassis  and  of  the  body.” 
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(b)  Increase  in  Hate  on  Parts  and  Exclusion 
of  Radios  Erom  Automobile  Tax. — The  first  sentence 
of  section  3403  (c)  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows:  “Parts  or  accessories  (other  than  tires 
and  inner  tubes  and  other  than  radios)  for  any  of  the 
articles  enumerated  in  subsection  (a)  or  (b) ,  5  per  centum. ” 

(c)  Credits  on  Account  of  Tire  and  Tube  Tax.— 
Section  3403  (e)  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“(e)  If  tires  or  inner  tubes  on  which  tax  has  been 
imposed  under  this  chapter  are  sold  on  or  in  connection 
with,  or  with  the  sale  of,  a  chassis,  hodv,  or  motor  cycle, 
there  shall  (under  regulations  prescribed  by  the  Commis¬ 
sioner,  with  the  approval  of  the  Secretary)  be  credited 
against  the  tax  under  this  section  an  amount  equal  to,  in  the 
case  of  an  article  taxable  under  subsection  (a) ,  5  per  centum, 
and  in  the  case  of  an  article  taxable  under  subsection  (b), 
7  per  centum — 

“(1)  of  the  purchase  price  (less,  in  the  case  of 
tires,  the  part  of  such  price  attributable  to  the  metal  rim 
or  rim  base)  if  such  tires  or  inner  tubes  were  taxable 
under  section  3400  (relating  to  tax  on  tires  and  inner 
tubes)  ;  or 

“  (2)  if  such  tires  or  inner  tubes  were  taxable  under 
section  3444  (relating  to  use  by  manufacturer,  producer, 
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or  importer)  then  of  the  price  (less,  in  the  case  of  tires, 
the  part  of  such  price  attributable  to  the  metal  rim  or  rim 
base)  at  which  such  or  similar  tires  or  inner  tubes  are 
sold,  in  the  ordinary  course  of  trade,  by  manufacturers, 
producers,  or  importers  thereof,  as  determined  by  the 
Commissioner.  In  lieu  of  the  rates  of  credit  of  5  per 
centum  and  7  per  centum  above  provided,  the  rates, 
respectively,  for  the  following  periods,  shall  be  as  follows : 
“  (A)  With  respect  to  the  period  after  June  30, 

1940,  and  before  the  effective  date  of  the  increase  in 

tax  on  automobiles  made  by  the  Bevenue  Act  of 

1941,  2^  per  centum  and  3^  per  centum;  and 
“(B)  With  respect  to  the  period  before  July  1, 

1940,  2  per  centum  and  3  per  centum.” 

(d)  Credits  on  Termination  of  Tax. — Section  3403 
(f>  of  the  Internal  Be  venue  Code  (relating  to  credits  and 
refunds  on  termination  of  automobile  tax)  is  repealed. 

SEC.  545.  RADIOS,  PHONOGRAPHS,  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

Section  3404  of  the  Internal  Eevenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3404.  TAX  ON  RADIO  RECEIVING  SETS,  PHONO¬ 
GRAPHS,  PHONOGRAPH  RECORDS,  AND  MUSI¬ 
CAL  INSTRUMENTS. 

“There  shall  be  imposed  upon  the  following  articles  (in¬ 
cluding  in  each  case,  except  in  the  case  of  musical  instru- 
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merits,  parts  or  accessories  therefor  sold  on  or  in  connection 
with  the  sale  thereof)  sold  by  the  manufacturer,  producer,  or 
importer  a  tax  equivalent  to  10  per  centum  of  the  price  for 
which  sold : 

“(a)  Radio  receiving  sets,  automobile  radio  receiv¬ 
ing  sets,  combination  radio  and  phonograph  sets,  and 
phonographs. 

“(b)  Chassis,  cabinets,  tubes,  reproducing  units, 
power  packs,  antennae  of  the  ‘built-in’  type,  and  phono¬ 
graph  mechanisms,  which  are  suitable  for  use  on  or  in 
connection  with,  or  as  component  parts  of,  any  of  the 
articles  enumerated  in  subsection  (a),  whether  or  not 
primarily  adapted  for  such  use. 

“(c)  Phonograph  records. 

.  “(d)  Musical  instruments.” 

SEC.  546.  MECHANICAL  REFRIGERATORS. 

Section  3405  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“SEC.  3405.  TAX  ON  REFRIGERATORS,  REFRIGERATING  AP¬ 
PARATUS,  AND  AIR-CONDITIONERS. 

“There  shall  be  imposed  on  the  following  articles  (in¬ 
cluding  in  each  case  parts  or  accessories  therefor  sold  on 
or  in  connection  with  the  sale  thereof)  sold  by  the  manu¬ 
facturer,  producer,  or  importer  a  tax  equivalent  to  10  per 
centum  of  the  price  for  which  so  sold : 
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“(a)  Refrigerators,  etc— Refrigerators,  bever¬ 
age  coolers,  ice  cream  cabinets,  water  coolers,  food  and 
beverage  display  cases,  food  and  beverage  storage  cabi¬ 
nets,  ice  making  machines,  and  milk  cooler  cabinets, 
each  such  article  having,  or  being  primarily  designed 
for  use  with,  a  mechanical  refrigerating  unit  operated 
b}^  electricity,  gas,  kerosene,  or  gasoline. 

“(b)  Refrige  rating  apparatus. — Compressors, 
condensers,  evaporators,  expansion  units,  absorbers,  and 
controls,  for,  or  suitable  for  use  as  part  of,  or  with,  a 
refrigerating  plant,  refrigerating  system,  refrigerating 
equipment  or  unit,  or  any  of  the  articles  enumerated  in 
subsection  (a). 

“(c)  Air-conditioners. — Self-contained  air-condi¬ 
tioning  units. 

“  (d)  Components. — Cabinets,  compressors,  con¬ 
densers,  fans,  blowers,  heating  coils,  cooling  coils,  filters, 
humidifiers,  and  controls,  for,  or  suitable  for  use  as  part 
of,  or  with,  any  of  the  articles  enumerated  in  subsection 

(c) 

SEC.  547.  MATCHES. 

Section  3409  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SEC.  3409.  TAX  ON  MATCHES. 

“(a)  Manufacturers’  Tax.— There  shall  be  imposed 


upon  matches  sold  by  the  manufacturer,  producer,  or  im- 
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porter,  a  tax  of  2  cents  per  1,000  matches,  except  that  in  the 
case  of  fancy  wooden  matches  and  wooden  matches  having 
a  stained,  dyed,  or  colored  stick  or  stem,  packed  in  boxes 
or  in  bulk,  the  tax  shall  be  5-§-  cents  per  1,000  matches. 

“(b)  Floor  Stocks  Tax. — On  matches  subject  to  tax 
under  subsection  (a)  which,  on  (95)the  effect  eve  da  i  e  of 
Fart  FF  of  Title  of  the  Revenue  Aef  of  1 94 1  October  /, 
1941,  are  held  and  intended  for  sale,  or  for  disposition  in 
connection  with  the  sale  of  other  articles,  there  shall  be 
levied,  assessed,  collected,  and  paid  a  floor  stocks  tax  at  the 
rate  of  2  cents  per  thousand  matches.  The  tax  shall  not 
apply  to  matches  in  retail  stocks  held  at  the  place  where 
intended  to  be  sold  or  disposed  of.  The  tax  shall  not  apply 
to  matches  held  for  sale  by  the  manufacturer,  producer, 
or  importer  thereof,  nor  to  fancy  wooden  matches  or  wooden 
matches  having  a  stained,  dyed,  or  colored  stick  or  stem.” 
SEC.  548.  TELEPHONE,  TELEGRAPH,  ETC. 

Sections  3465  and  3466  of  the  Internal  Revenue  Code 
are  amended  to  read  as  follows : 


‘SEC.  3465.  IMPOSITION  AND  RATE  OF  TAX. 

“(a)  There  shall  be  imposed: 

(96)“  (1)  Tn  the  ease  of  each  telegraphy  telephone,  cable 
or  radio  dispatch,  message;  or  conversation  which  origi¬ 
nates  within  the  Fnited  Ht-ates  for  which  the  charge 
is  more  than  Ft  cents;  a  tax  of  5  cents  for  each  50  cents; 
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or  fraction  thereof,  of  the  charge?  Only  one  payment 
of  sue k  tax  shah  he  required  notwithstanding  the  hues 
er  stations  of  one  or  more  persons  are  used  for  the 
transmission  of  sneh  dispatelq  message^-  or  conversation; 
and 

“  (2)  A  tax  equivalent  to  h  per  eentnm  of  the 
amount  paid  for  any  of  the  following  services-? 

-(A)-  -Leased  -wire  or  talking  eireuit  special 
servieeq  or 

-  (B)-  Wire  and  equipment  services  -(including 
teletype  waiter  serviee7  burglar  alarm  service^  news 
tieker  servicesj  stock  quotation  and  information 
services,  and  ah  other  similar  services)-. 

“( 1)  (A)  In  the  case  of  each  telephone  or  radio 
telephone  message  or  conversation  which  originates  within 
the  United  States,  for  which  the  charge  is  more  than 
24  cents,  a  tax  of  five  cents  for  each  50  cents,  or  fraction 
thereof,  of  the  charge. 

“(B)  In  the  case  of  each  telegraph,  cable,  or  radio 
dispatch  or  message  which  originates  within  the  United 
States,  a  tax  of  10  per  centum  of  the  amount  of  the 
charge. 

Only  one  payment  of  a  tax  imposed  by  subparagraph  (A ) 
or  (B)  shall  be  required  notwithstanding  the  lines  or  sta- 
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tions  of  one  or  more  persons  are  used  in  the  transmission 
of  such  dispatch,  message,  or  conversation . 

“( 2)  (A)  A  tax  equivalent  to  10  per  centum  of 
the  amount  paid,  for  leased  wire,  teletypewriter ,  or  talk¬ 
ing  circuit  special  service. 

“(B)  A  tax  equivalent  to  5  per  centum  of  the 
amount  paid  for  any  wire  and  equipment  service  (includ¬ 
ing  stock  quotation  and  information  services,  and  all 
other  similar  services,  hut  not  including  burglar  or 
fire  alarm  service,  or  service  described  in  subpara¬ 
graph  (A)). 

The  tax  shall  apply  under  this  paragraph  whether  or  not 
the  wires  or  services  are  within  a  local  exchange  area. 

“  (3)  A  tax  equivalent  to  (97^il  per  centum  10  per 
centum  of  the  amount  paid  by  subscribers  for  local  tele¬ 
phone  service  and  for  any  other  telephone  service  in  re¬ 
spect  of  which  a  tax  is  not  payable  under  paragraph  ( 1 ) 
or  (2).  Amounts  paid  for  the  installation  of  instru¬ 
ments,  wires,  poles,  switchboards,  apparatus,  and  equip¬ 
ment  shall  not  be  considered  amounts  paid  for  service. 
Service  paid  for  by  inserting  coins  in  coin-operated  tele¬ 
phones  shall  not  he  subject  to  the  tax  imposed  by  this 
paragraph. 

“(b)  This  section  shall  not  apply  to  the  amount  paid 
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for  so  much  of  the  service  described  in  paragraph  (2)  of 
subsection  (a)  as  is  utilized  in  the  conduct,  by  a  common 
carrier  or  telephone  or  telegraph  company  or  a  radio  broad¬ 
casting  station  or  network,  of  its  business  as  such. 

“SEC.  3466.  EXEMPTION  FROM  TAX. 

“  (a)  No  tax  shall  be  imposed  under  section  3465  upon 
any  payment  received  for  services  or  facilities  furnished  to  the 
United  States  or  to  any  State  or  Territory,  or  political  sub¬ 
division  thereof,  or  the  District  of  Columbia. 

“(b)  No  tax  shall  be  imposed  under  section  3465  (a) 

( 1 )  and  ( 2 )  upon  any  payment  received  from  any  person 
for  services  or  facilities  utilized  in  the  collection  of  news  for 
the  public  press  (98),  or  a  news  ticker  service  furnishing 
a  general  news  service  similar  to  that  of  the  public  press, 
or  radio  broadcasting,  or  in  the  dissemination  of  news  through 
the  public  press  (99).  or  a  news  ticker  service  furnishing 
a  general  news  service  similar  to  that  of  the  public  press, 
or  by  means  of  radio  broadcasting,  if  the  charge  for  such 
services  or  facilities  is  billed  in  writing  to  such  person.  Sec¬ 
tion  3465  (a)  (3)  shall  not  be  construed  as  imposing  a  tax 
on  services  and  facilities  described  in  section  3465  (a)  (1) 
or  (2)  which  are  exempt  from  tax  under  this  subsection. 
“(c)  The  right  to  exemption  under  this  section  shall  be 


evidenced  in  such  manner  as  the  Commissioner  with  the 
approval  of  the  Secretary  may  by  regulation  prescribe.” 
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SEC.  549.  INSTALLMENT,  ETC.,  PAYMENTS. 

Section  3441  (c)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“(c)  (1)  In  the  case  of  (A)  a  lease,  (B)  a  contract 
for  the  sale  of  an  article  wherein  it  is  provided  that  the  price 
shall  be  paid  by  installments  and  title  to  the  article  sold  does 
not  pass  until  a  future  date  notwithstanding  partial  payment 
by  installments,  or  (C)  a  conditional  sale,  there  shall  he  paid 
upon  each  payment  with  respect  to  the  article  that  portion  of 
the  total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment. 

“(2)  In  the  application  of  paragraph  (1)  to  the  articles 
with  respect  to  which  the  rate  of  tax  is  increased  by  the  Reve¬ 
nue  Act  of  1941  or  by  the  Revenue  Act  of  1940,  where  the 
lease,  contract  of  sale,  or  conditional  sale,  and  delivery 
thereunder — 

“(A)  was  made  before  July  1.  1940,  the  total  tax 
referred  to  in  paragraph  ( 1 )  shall  be  the  tax  at  the  rate 
in  force  on  June  30,  1940,  and  not  at  any  greater  rate :  or 
“(B)  was  made  after  June  30,  1940,  and  before 
(J0( >)July  47  1 94 1  October  I,  1941 ,  the  total  tax 
referred  to  in  paragraph  ( 1 )  shall  be  the  tax  at  the 
rate  in  force  on  (lOl)June  90r  1911  September  30, 
1941,  and  not  at  any  greater  rate. 

“(3)  Despite  the  provisions  of  paragraph  (1),  no  tax 
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shall  be  imposed  with  respect  to  any  article  not  taxable  under 
the  law  in  existence  on  the  day  before  the  date  of  the  enact¬ 
ment  of  the  Revenue  Act  of  1941,  if  with  respect  to  such 
article  the  lease,  contract  for  sale,  or  conditional  sale,  and 
delivery  thereunder,  was  made  before  (102) July  -A  4-944- 
October  1,  1941." 

SEC.  550.  EFFECTIVE  DATE  OF  PART  IV. 

(a)  The  amendments  made  by  this  Part  shall  be  ap¬ 
plicable  only  with  respect  to  the  period  beginning  with  the 
effective  date  of  this  Part,  and  the  rates  specified  in  section 
1650  (a),  section  1807  (b),  section  2004,  section  2800 
(g),  and  section  3190  of  the  Internal  Revenue  Code  shall 
not  apply  with  respect  to  such  period.  This  Part  shall 
take  effect  on  (103)xhe  first  day  of  the  first  month  which  be¬ 
gins  more  than  44)  days  after  the  date  of  the  enaetment  of  this 
Aet  October  1,  1941. 

(b)  Despite  the  provisions  of  subsection  (a),  the  tax 
imposed  by  section  1700  (e)  of  the  Internal  Revenue  Code, 
as  amended  by  section  542  of  this  Act  (relating  to  cabaret, 
etc.,  tax) ,  shall  be  applicable  only  with  respect  to  the  period 
beginning  at  10:00  A.  M.  on  (104)  the  edeotiv-c  date  of  this 
Part  October  1, 1941,  and  the  tax  imposed  by  such  subsection 
as  in  force  prior  to  its  amendment  by  section  542  of  this  Act, 
as  modified  by  section  1650  (a)  of  the  Internal  Revenue 
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Code,  shall  be  applicable  with  respect  to  the  period  before 
10:00  A.  M.  on  such  date. 

(c)  Despite  the  provisions  of  subsection  (a) ,  the  amend¬ 
ment  of  section  3465  (a)  (2)  made  by  section  548  of  this 
Act  (relating  to  tax  on  leased- wire,  etc.,  services)  shall  be 
apphcable  only  to  amounts  paid  on  or  after  such  effective 
date  for  services  rendered,  on  or  after  (105)the  effective  date 
of  this  Part?  and  the  provisions  ef  sueb  subsection  before  its 
amendment  by  seetion  548  shad  be  applicable  wit  1 1  respect 
to  the  period  before  sued  effective  date  October  1,  1941,  and 
the  provisions  of  such  subsection  before  its  amendment  by 
section  548  shall  be  applicable  with  respect  to  the  period 
before  October  1, 1941 . 

(d)  Despite  the  provisions  of  subsection  (a),  section 
3465  (a)  (3)  of  the  Internal  Revenue  Code  (relating  to 
tax  on  telephone  bills) ,  added  to  the  Internal  Revenue  Code 
by  section  548  of  this  Act,  shall  apply  only  to  the  amounts 
paid  in  pursuance  of  bills  rendered,  after  (106)the  expiration 
of  five  days  after  the  effective  date  of  this  I5h4  October  5, 
1941,  for  services  for  which  no  previous  bill  was  rendered. 
Such  section  3465  (a)  (3)  shall  not  apply  to  amounts  paid 
for  services  otherwise  taxable  under  section  3465  (a)  (1) 
which  were  rendered  before  (107)sueh  effective  dates  Octo¬ 
ber  6,  1941 ;  nor  to  amounts  paid  for  services  otherwise 
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taxable  under  section  3465  (a)  (2)  which  were  rendered 
or  paid  for  before  (408)soeh  effective  date  October  6,  1941. 

Part  V — New  Excise  Taxes 


(  1  09)SE€,  SOFT 

Subchapter  A  of  chapter  20  of  the  Internal  Re-venae 
Qede  is  amended  bp  inserting  after  section  6401-  the  fellow  - 


mg  new 


‘-&EG*  3403,  TAX  ON  SOFT  ©RINKS, 

“-(■ft-)-  Definitions. — 4s  ased  hr  this  section — 

“-(4)-  The  term  -heft  drinks-  means  carbonated  bever- 
ages  of  the  kind  commonly  known  as  soft  drinks,  earbo  ■ 
sated  liquids  of  the  lend  commonly  known  or  eommonly 
used  as  mixery  sparkling  waters?  and  carbonated  natural 
or  artificial  mineral  waters  if  sack  mineral  waters  contain 
net  mere  than  40  grains  ef  minerals  -(dried  at  the  tem¬ 
perature  of  boiling  water-)-  per  4—  Ik  gallon.  As  ased 
in  this  paragraph  the  term  ‘carbonate#  includes  both 
natural  and  a  rtilieial  e a rbo n a tio-m 

The  term  dottier-  means  any  person  who 
places  soft  drinks  in  bottles-; 

^  I  Q  \  r\  f ovni  *1t  okhl  r*  ^  ©irmiio  o rn~  lx rvhhl r*  can  1r ore  ai* 

y  r  1  I  1  Ilv  l  v  JL  Ill  14  '1 1  llv  ITIvttxTo  till  \  U  v  J  l  11 L  j  cl-Ll  %  R  vM  y  v/1 

similar  closed  container. 

li-(b}-  Bottled  Soft  -Drinks: — 


1L(4-)-  Imposition  of  — There  shah  be  im- 
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posed  os  soft  drift ks  ift  bottles  sold  by  the  bottler  or  im¬ 
porter,  ft  tax  at  tbe  following  -rates-;- 

‘-■■(-V)-  If  tbe  bottle  contains  not  more  tbaft  39 
fluid  ounces-: 

i9f  bottled  or  importer!  to  retail  at  oot  more 
tbaft  19  eeftts  per  -1  ottda  -$■  eee-t  per  bottle. 

^94  bottled  or  imported  to  retail  at  more 
tbaft  49  cents  and  not  more  than  99  cents  per 
bottle,  -g-  cent  per  bottle.- 

^94  bottled  or  imported  to  retail  at  more 
tbaft  99  cents  per  bottle.  I  eent  per  bottler 

51  tbe  bottle  contains  more  than  39  fluid 
ounces?  9  per  centum  of  tbe  price  for  w-ldeb  so  sokb 
— (9f  h-ET-vit-  prices. — Whenever  in  paragraph 
-(4-)-  rcferenee  is  made  to  soft  drinks  bottled  or  imported 
to  retail  at  not  more  than  a  certain  price  per  bottle,  then 
m  determining  tbe  tftN  to  be  paid  regard  shall  be  bad  to 
tbe  ordinary  retail  price  of  a  single  bottle  in  its  prin¬ 
cipal  market. 

Finished  or  Fountain  Syri-ps-. — 

-  { I-)-  Imposition  or  -tan- — There  shad  be  Im¬ 
posed  upon-  finished  or  fountain  syrups,  of  tbe  kind  used 
in  manufacturing,  compounding,  or  mixing  soft  drinks, 
sold  or  used  by  tbe  manufaetmor,  producer,-  or  importer 
a  tax  of  9  cents  per  gftlfon-.- 
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--(-£■)-  Exempt  sales- — Ee  las  shad  fee  imposed 
under  this  subsection  -wfeli  respect  to  tfee  sale  ef  seek 
syrups  where  it  is  established  te  the  satisfaction  ef  tfee 
Commissioner  that  seek  syrups  are  sold  -{A)~  te  a  bottler 
for  use  in  tfee  preparation  ef  bottled  soft  drinks,  er  -(44)-  te 
a  person?  who  dees  net  engage  in  tfee  preparation  ef  soft 
drinks,  fer  consumption  fey  fefen  in  seme  nse  ether  than 
tfee  preparation  ef  soft  drinks. 

“  (3)  -Exempt  e-bes. — fern  tan  shall  fee  imposed 
under  this  subsection  with  respect  te — 

(A)  Tfee  nse  ef  seek  syrups  fey  tfee  manu¬ 
facturer?  producer,  er  importer  in  tfee  preparation  ef 
bottled  soft  drink-s-j  er 

--  (B)  Tfee  consumption  ef  snefe  syrups  fey  tfee 
manufacturer,  producer-,-  er  importer,  wfee  is  net 
engaged  in  tfee  preparation  ef  soft  dr-inks,-  in  seme 
nse  other  than  tfee  preparation  ef  soft  drinks. 

11{df  Caeboxic  Aopd  Cam. — 

-  (1)-  dMPOsrrrox  op  tax. — There  shall  fee  im¬ 
posed  npen  earfeenie  aeid  gas  in  gaseous?  liquid,  er  solid 
form,  suitable  fer  nse  in  tfee  preparation  ef  soft  drinks, 
sold  fey  tfee  manufacturer,  producer,  er  importer,  er  fey 
a  dealer  in  such  gas?  te  any  person  wfee  sells  soft  drinks 
otherwise  than  in  bottles,  a  tax  ef  4  eents  per  pound. 

Exempt  sab-es. — Ee  tax  shah  fee  imposed 
under  this  subsection  with  respect  te  tfee  sale  ef  carbonic 
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aeid  gas  where  it  is  established  to  the  satisfaction  of  the 
Commissioner  that — 

-  (-A-)-  Bueb  gas  is  sold  for  use  by  the  vendee 
in  the  preparation  of  bottled  soft  drinks,  or  for  eon- 
sumption  be  hhu  in  some  nse  other  than  the  prepa¬ 
ration  of  soft  drin-ks-j  or 

“  (B)-  Such  gas  is  sold  for  resale  by  the  vendee 
in  the  course  of  bis  regular  business  as  a  dealer 
in  carbonic  acid  gasy  if  snob  gas  is  in  doe  course  so 
resold? 


“  (c)  I x-vrr-h hvvbi-ht  v  of  Provisions? — The  provi¬ 
sions  of  section  3 112  -(d)-  and  -f2}-  section  3443  -(ad  (1) 
and  section  3444,  shod  not  be  applicable  to  the  toves  imposed 

rvT r  I  n xci  oor*(i aii 
U  \  TttTu  oC  vj  L 1U 11* 

^-(if  Effective  Date. — This  section  shad  take  effect 
on  the  effective  date  of  Dart  A  of  Title  d1  of  the  Revenue 
Act  of  1-94 1.  -- 


SEC.  (1 .10)552  551.  NEW  MANUFACTURERS’  EXCISE  TAXES. 

Subcbapter  A  of  Chapter  29  of  the  Internal  Revenue 
Code  is  amended  by  inserting  after  section  3405  the  follow¬ 
ing  newT  section : 

“SEC.  3406.  EXCISE  TAXES  IMPOSED  BY  THE  REVENUE 
ACT  OF  1941. 

“(a)  Imposition. — There  shall  be  imposed  on  the 
following  articles,  sold  by  the  manufacturer,  producer,  or 
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importer,  a  tax  equivalent  to  the  rate,  on  the  price  for  which 
sold,  set  forth  in  the  following  paragraphs  (including  in  each 
case  parts  or  accessories  of  such  articles  sold  on  or  in  con¬ 
nection  therewith,  or  with  the  sale  thereof)  : 

“  ( 1 )  Sporting  goods. — Badminton  nets ;  badmin¬ 
ton  rackets  (measuring  22  inches  over-all  or  more  in 
length)  ;  badminton  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  badminton  racket 
string;  badminton  shuttlecocks,  badminton  standards; 
baseballs;  baseball  bats  (measuring  26  inches  or  more  in 
length)  ;  baseball  body  protectors  and  shin  guards;  base¬ 
ball  gloves  and  mitts ;  baseball  masks ;  basketballs ;  billiard 
and  pool  tables  (measuring  45  inches  over-all  or  more  in 
length)  ;  billiard  and  pool  bails  and  cues  for  such  tables; 
bowling  balls  and  pins;  boxing  gloves,  masks,  head 
guards,  and  ear  guards ;  clay  pigeons ;  cricket  balls ; 
cricket  bats;  croquet  balls  and  mallets;  curling  stones; 
deck  tennis  rings,  nets,  and  posts;  fencing  equipment; 
fishing  rods,  creels,  (1 1  1  ^roolSj  ini  cl  cl  i*  titic'iii  1  li  iiitS', 

ami  dies  and  reels’,  footballs ;  football  harness ;  football  hel¬ 
mets  ;  golf  bags  (measuring  26  inches  or  more  in  length)  ; 
golf  balls;  golf  clubs  (measuring  30  inches  or  more  in 
length)  ;  gymnasium  equipment  and  apparatus;  hockey 
balls;  hockey  pucks;  hockey  sticks  (measuring  30  inches 
or  more  in  length)  ;  indoor  baseballs;  indoor  baseball  bats 
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(measuring  26  inches  or  more  in  length)  ;  indoor  baseball 
gloves  and  mitts;  lacrosse  balls;  lacrosse  sticks;  mass 
balls;  polo  balls;  polo  mallets;  push  balls;  skates;  skis; 
ski  poles;  snow  shoes;  snow  toboggans  and  sleds;  soccer 
balls;  softball  balls;  softball  bats  (measuring  26  inches 
or  more  in  length)  ;  softball  gloves  and  mitts;  squash 
balls;  squash  rackets  (measuring  22  inches  over-all  or 
more  in  length)  ;  squash  racket  frames  (measuring  22 
inches  over-all  or  more  in  length )  ;  squash  racket  string ; 
tennis  balls;  table  tennis  tables,  balls,  nets,  and  paddles; 
tennis  nets;  tennis  rackets  (measuring  22  inches  over-all 
or  more  in  length)  ;  tennis  racket  frames  (measuring  22 
inches  over-all  or  more  in  length)  ;  tennis  racket  string: 
track  hurdles;  traps  for  throwing  clay  pigeons;  vaulting 
poles,  cross  bars,  and  standards;  volley  balls,  nets,  and 
standards;  water  polo  balls  and  goals;  and  wrestling  head 
harness;  10  per  centum. 

“(2)  Luggage. — Trunks,  valises,  traveling  bags, 
suitcases,  hat  boxes  for  use  by  travelers,  fitted  toilet 
cases  (not  including  contents),  and  other  traveler’s 
luggage,  and  leather  and  imitation  leather  brief  cases,  10 
per  centum. 

“(3)  Electric  (112),  gas,  and  oil  appli¬ 
ances. — Electric  direct  motor-driven  fans  and  air  circu¬ 
lators;  electric  ( 1 13)sP>rage,  gas,  or  oil  water  heaters; 
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electric  flatirons;  electric  air  heaters  (not  including 
furnaces)  ;  electric  immersion  heaters;  electric  heating 
pads  and  blankets;  electric  014),  gas,  or  oil  appliances 
of  the  type  used  for  cooking,  warming,  or  keeping  warm 
food  or  beverages  for  consumption  on  the  premises; 
electric  mixers,  whippers,  and  juicers;  and  household 
type  electric  vacuum  cleaners;  10  per  centum. 

“(4)  Photogeaphic  apparatus. — Cameras  and 
lenses;  unexposed  photographic  films  (including  motion 
picture  films  hut  not  including  X-Ray  film) ,  photo¬ 
graphic  plates  and  sensitized  paper;  photographic  ap¬ 
paratus  and  equipment;  and  any  apparatus  or  equipment 
designed  especially  for  use  in  the  taking  of  photographs 
or  motion  pictures  or  in  the  developing,  printing,  or 
enlarging  of  photographs  or  motion  picture  films;  10 
per  centum. 

“(5)  Electric  signs. — Xeon-tube  signs,  electric 
signs,  and  electric  advertising  devices,  10  per  centum. 

“(6)  Business  and  store  machines.— Adding 
machines,  addressing  machines,  autographic  registers, 
bank  proof  machines,  billing  machines,  bookkeeping 
machines,  calculating  machines,  card  punching  machines, 
cash  registers,  change  making  machines,  check  writing 
machines,  check  signing  machines,  check  cancelling 
machines,  check  perforating  machines,  check  cutting 
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machines,  check  dating  machines,  other  check  protector 
machine  devices,  (115)  comptometers,  computing  ma¬ 
chines,  coin  counters,  dictographs,  (11 6)dictaphoncs7 
dictaphone  dictating  machine  record  shaving  ma¬ 
chines,  dictating  machines,  duplicating  machines, 
embossing  machines,  envelope  opening  machines, 
erasing  machines,  folding  machines,  fanfold  ma¬ 
chines,  fare  registers,  fare  boxes,  listing  machines, 
line-a-time  and  similar  machines,  mailing  machines, 
multigraph  machines,  multigraph  typesetting  machines, 
multigraph  type  justifying  machines,  numbering  ma¬ 
chines,  portable  paper  fastening  machines,  pay  roll 
machines,  pencil  sharpeners,  postal  permit  mailing  ma¬ 
chines,  punch  card  machines,  sorting  machines,  stencil 
cutting  machines,  shorthand  writing  machines,  sealing 
machines,  tabulating  machines,  ticket  counting  machines, 
ticket  issuing  machines,  typewriters,  transcribing  ma¬ 
chines,  time  recording  devices,  and  combinations  of  any 
of  the  foregoing,  10  per  centum. 

“  ( 7 )  Rubber  articles. — Articles  of  which  rubber 
is  the  component  material  of  chief  weight,  10  per  centum. 
The  tax  imposed  under  this  paragraph  shall  not  be 
applicable  to  footwear,  articles  designed  especially  for 
hospital  or  surgical  use,  or  articles  taxable  under  any 
other  provision  of  this  Chapter. 
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“(8)  Washing  machines. — Washing  machines 

( 1 17) k  the  hind  need  m  commercial  laundries,  441  per 
centum.  tax  shah  he  imposed  under  thk  pa-ra graph 
on  washing  machines  of  the  household  type,  10  per 
centum. 

“  (9)  Optical  equipment. — Refractometers;  spec¬ 
trometers  ;  spectroscopes ;  colorimeters ;  polariscopes ; 
optical  measuring  instruments;  telescopic  sights;  projec¬ 
tion  lenses  and  prisms;  optical  machinery;  microscopes; 
telescopes;  photo-micro  and  micro-projection  apparatus; 
fire  control  optical  instruments;  and  searchlight  mirrors 
and  reflectors;  10  per  centum. 

(118) “ (10)  Electric  light  bulbs. — Electric  light 
bulbs,  10  per  centum. 

(1 1$)“(11 )  Jewelry. — All  articles  commonly  or  com¬ 
mercially  known  as  jewelry,  whether  real  or  imitation; 
pearls,  precious  ancl  semi-precious  stones,  and  imitations 
thereof;  articles  made  of,  or  ornamented,  mounted,  or 
fitted  with,  precious  metals  or  imitations  thereof;  watches 
and  clocks  and  cases  and-  movements  therefor;  gold,  gold- 
plated,  silver,  silver-plated,  or  sterling  flatware  or  hollow 
ware;  opera  glasses;  lorgnettes;  marine  glasses;  field- 
glasses,  and  binoculars:  15  per  centum.  The  tax  im¬ 
posed  by  this  paragraph  shall  not  apply  to  any  article 
used  for  religious  purposes,  to  surgical  instruments,  to 
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frames  or  mountings  for  spectacles  or  eyeglasses,  or  to  a 
fountain  pen  if  the  only  part  of  the  pen  which  consists 
of  precious  metals  is  the  point,  or  other  essential  parts 
not  used  for  ornamental  purposes.  For  the  purpose  of 
this  section,  a  retail  jeweler  who  assembles  two  or  more 
completely  finished  component  parts  of  jewelry  upon 
which  the  tax  has  been  paid  shall  not  be  considered  a 
manufacturer  or  producer.  Upon  articles  subject  to  tax 
under  this  paragraph  which  on  October  1,  1.941,  are 
held  for  sale  by  any  person  there  shall  be  levied,  assessed, 
collected,  and  paid  a  floor  stocks  tax  at  the  rate  of  Id 
per  centum  of  the  price  for  which  such  articles  are  sold, 
in  the  ordinary  course  of  trade,  by  manufacturers  or 
producers  thereof ,  as  determined  by  the  Commissioner. 
(120)-‘  (b)  Exemption  ff  Article  Taxable  ah  4 ew 
e-lry. — ?h->  tax  shall  be  imposed  m  ;dor  this  section  on  a-ny 


taxable  under  section  2400  (relating  to  jewelry  tax}. 


“(l-21)4**f  (b)  Effective  Date? — This  section  shall 


take  effect  on  (122)tbe  (4'lectf-ve  dale  ot  I4h4  ot  Title  A1 


SEC.  (123)553  552.  NEW  RETAILERS’  EXCISE  TAXES. 

(a)  Imposition  of  Tax. — The  Internal  Revenue  Code 
is  amended  by  adding  after  Chapter  18  the  following  new 
chapter : 


II.  11.  5417 
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“CHAPTER  19— RETAILERS’  EXCISE  TAXES 

(124)^-\SEC,  2490,  TAX  ON  JEWEERX,  ETC, 

“-There  re  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  las  equivalent  to  4-9  per  centum  of  the  price 
for  which  so  sold :  Ah  articles  commonly  or  commercially 
known  as  jewelry,  whether  real  or  imitation?  pearls-,-  precious 
and  semi  precious  stones,-  and  imitations  thereof---  articles  -made 
oh  or  ornamented?  mounted  or  fitted  with?  precious  metals 
or  imitations  thereof-?  watches  and  clocks  and  cases  and 
movements  the  refers  gold,  gold-  plated?  silver?  silver  plated  or 
sterling-  flat-ware  or  hollow  wares  opera  glasses-?  lorgnettes? 
marine  glasses?  field  glasses ;  and  binoculars.-  The  tax  im¬ 
posed  hy  this  section  shah  not  apply  to  any  article  used  for 
religious  purposes?  to  surgical  instruments,  or  to  frames  or 
noun-tings  for  spectacles  or  eyeglasses. 

“SEC.  (125)2494  2400.  TAX  ON  FURS. 

“There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the 
price  for  which  so  sold:  Articles  made  of  fur  on  the  hide 
or  pelt,  and  articles  of  which  such  fur  is  the  component  ma¬ 
terial  of  chief  value. 


“SEC.  (126)2492  2401.  TAX  ON  TOILET  PREPARATIONS. 

“(a)  Tax. — There  is  hereby  imposed  upon  the  follow¬ 
ing  articles  sold  at  retail  a  tax  equivalent  to  10  per  centum 
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of  the  price  for  which  so  sold:  Perfumes,  essences,  extracts, 
toilet  waters,  cosmetics,  petroleum  jellies,  hair  oils,  pomades, 
hair  dressings,  hair  restoratives,  hair  dyes,  aromatic  cachous, 
toilet  powders,  and  any  similar  substance,  article,  or  prepara¬ 
tion,  by  whatsoever  name  known  or  distinguished;  any  of 
the  above  which  are  used  or  applied  or  intended  to  be  used 
or  applied  for  toilet  purposes. 

(127)“  (1))  Beauty  Parlous,  Fam — For  the  purposes  of 
subsection  -fa)-  4f  -any  -pers< >n  -operating  -a  -barber  shop, 
beauty  parlor?  or  similar  establishment,  uses  any  article 
described  in  subsection  -faf  in  the  treatment  of  any  cus¬ 
tomer  or  pa tr-om  the  total  amount  so  used  during  any  month 
shah  he  considered  as  sold  at  retail  by  such  pm-son  during 
such  montih  and  the  fair  retail  price  of  such  amount,  as 
determined  by  the  Fmnnhssioneih  shah  he  considered  to  he 
the  price  at  which  so  sold. 

(b)  Beauty  Parlors,  Etc. — For  the  purposes  of  sub¬ 
section  (a)  the  sate  of  any  article  described  in  subsection  (a) 
to  any  person  operating  a  barber  shop,  beauty  parlor,  or 
similar  establishment  shall  be  considered  a  sale  at  retail;  resale 
by  such  person  shall  be  subject  to  tax  as  a  sale  at  retail,  but 
there  shall  be  credited  against  the  tax  payable  by  such  person 
with  respect  to  such  resale  the  amount  of  tax  paid  on  the  sale 
to  such  person. 
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“SEC.  (128)3403  2402.  RETURN  AND  PAYMENT  OF  RETAIL¬ 
ERS’  EXCISE  TAXES. 

“(a)  Every  person  who  sells  at  retail  any  article  tax¬ 
able  under  this  chapter  shall  make  monthly  returns  under 
oath  in  duplicate  and  pay  the  taxes  imposed  by  this  chapter 
to  the  collector  for  the  district  in  which  is  located  his  principal 
place  of  business  or,  if  he  has  no  principal  place  of  business 
in  the  United  States,  then  to  the  collector  at  Baltimore,  Mary¬ 
land.  Such  returns  shall  contain  such  information  and  be 
made  at  such  times  and  in  such  manner  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may  by  regulations  pre¬ 
scribe. 

“(b)  The  tax  shall,  without  assessment  by  the  Commis¬ 
sioner  or  notice  from  the  collector,  be  due  and  payable  to  the 
collector  at  the  time  so  fixed  for  filing  the  return.  If  the 
tax  is  not  paid  when  due,  there  shall  be  added  as  part  of 
the  tax  interest  at  the  rate  of  6  per  centum  per  annum  from 
the  time  when  the  tax  became  due  until  paid. 

(129)' Y  c)  In  determining,  for  the  purposes  of  this  chapter, 
the  price  for  which  an  article  is  sold,  there  shall  be  included 
any  charge  for  coverings  and  containers  of  whatever  nature , 
and  any  charge  incident  to  placing  the  article  in  condition 
packed  ready  for  shipment,  but  there  shall  be  excluded  the 
amount  of  tax  imposed  by  this  chapter,  whether  or  not  stated 
as  a  separate  charge.  A  transportation,  delivery,  insurance, 
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installation,  or  other  charge  (not  required  by  the  foregoing 
sentence  to  be  included)  shall  be  excluded  from  the  price  only 
if  the  amount  thereof  is  established  to  the  satisfaction  of  the 
Commissioner ,  in  accordance  with  the  regulations.  There 
shall  also  be  excluded,  if  stated,  as  a  separate  charge,  the 
amount  of  any  retail  sales  tax  imposed  by  any  State  or  Terri¬ 
tory  or  political  subdivision  of  the  foregoing,  or  the  District 
of  Columbia,  whether  the  liability  for  such  tax  is  imposed 
on  the  vendor  or  the  vendee. 

“SEC.  (130)2404  2403.  DEFINITION  OF  SALE. 

“For  the  purposes  of  this  chapter,  the  lease  of  an  article 
shall  be  considered  the  sale  of  such  article. 

“SEC.  (131)2405  2404.  LEASES,  CONDITIONAL  SALES,  ETC. 

“In  the  case  of  (a)  a  lease,  (b)  a  contract  for  the  sale 
of  an  article  wherein  it  is  provided  that  the  price  shall  be 
paid  by  installments  and  title  to  the  article  sold  does  not  pass 
until  a  future  date  notwithstanding  partial  payment  by  in¬ 
stallments,  or  (c)  a  conditional  sale,  there  shall  he  paid  upon 
each  payment  with  respect  to  the  article  that  portion  of  the 
total  tax  which  is  proportionate  to  the  portion  of  the  total 
amount  to  be  paid  represented  by  such  payment.  No  tax 
shall  be  imposed  under  this  chapter  on  the  sale  of  any  article 
taxable  under  section  2400  (l32)or  seotitm  2404  if  with 
respect  to  such  article  the  lease,  contract  for  sale,  or  con¬ 
ditional  sale  was  made,  delivery  thereunder  was  made,  and 
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a  part  of  the  consideration  was  paid,  before  ((13 3)- July  Jr 
1  -94 1  October  1 ,  1941. 

“SEC.  (134)2406  2405.  TAX-FREE  SALES. 

“Under  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  no  tax  under  this  chapter 
shall  be  imposed  with  respect  to  the  sale  of  any  article — 
“  (a)  for  the  exclusive  use  of  the  United  States,  any 
State,  Territory  of  the  United  States,  or  any  political 
subdivision  of  the  foregoing,  or  the  District  of  Columbia; 

“(b)  for  export,  or  for  shipment  to  a  possession  of 
the  United  States,  and  in  due  course  so  exported  or 
shipped. 

“SEC.  (135)2407  2406.  CREDITS  AND  REFUNDS. 

“  (a)  A  credit  against  tax  under  this  chapter,  or  a  re¬ 
fund,  may  be  allowed  with  respect  to  an  article,  when  the 
price  on  which  the  tax  was  based  is  readjusted  by  reason  of 
return  or  repossession  of  the  article,  or  by  a  bona  fide  dis¬ 
count,  rebate,  or  allowance,  in  the  amount  of  that  part  of 
the  tax  proportionate  to  the  part  of  the  price  which  is  re¬ 
funded  or  credited. 

“  (b)  No  overpayment  of  tax  under  this  chapter  shall  be 
credited  or  refunded,  in  pursuance  of  a  court  decision  or  other¬ 
wise,  unless  the  person  who  paid  the  tax  establishes,  in  ac¬ 
cordance  with  regulations  prescribed  by  the  Commissioner 
with  the  approval  of  the  Secretary,  ( 1 )  that  he  has  not  in- 
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eluded  the  tax  in  the  price  of  the  article  with  respect  to  which 
it  was  imposed,  or  collected  the  amount  of  tax  from  the  pur¬ 
chaser,  or  (2)  that  he  has  repaid  the  amount  of  the  tax  to  the 
purchaser  of  the  article,  or  unless  he  files  with  the  Commis¬ 
sioner  written  consent  of  such  purchaser  to  the  allowance  of 
the  credit  or  refund. 

“SEC.  (136)3408  2407.  APPLICABILITY  OF  ADMINISTRATIVE 

PROVISIONS. 

“All  provisions  of  law  (including  penalties)  applicable 
in  respect  of  the  taxes  imposed  by  section  2700  shall,  insofar 
as  applicable  and  not  inconsistent  with  this  chapter,  be  ap¬ 
plicable  in  respect  of  the  taxes  imposed  by  this  chapter. 
(137)"S£C.  2408.  PENALTY  FOR  REPRESENTATION  THAT  TAX 
IS  NOT  PASSED  ON. 

“ Whoever  in  connection  with  the  sale  or  lease,  or  offer 
for  sale  or  lease,  of  any  article  taxable  under  this  chapter, 
makes  any  statement,  written  or  oral,  in  advertisement  or 
otherwise,  intended,  or  calculated,  to  lead  any  person  to  believe 
that  the  price  of  the  article  does  not  include  the  tax  imposed 
by  this  chapter,  shall  on  conviction  thereof  be  punished  by 
a  fine  of  not  more  than  $1,000. 

“SEC.  2409.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary, 
shall  prescribe  and  publish  all  needful  rules  and  regulations 
for  the  enforcement  of  this  chapter. 
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“SEC.  2410.  EFFECTIVE  DATE. 

“This  chapter  shall  be  effective  on  and  after  (138)the 
effective  date  of  Part  4-  el  Title  M  el  the  -Revenue  Act  el 
1-941  October  1 ,  1941 A 

(b)  Termination  of  Manufacturers’  Tax  on 
Toilet  Preparations. — The  tax  imposed  by  section  3401 
of  the  Internal  Revenue  Code  shall  not  apply  to  articles 
sold  on  or  after  (139)  the  effective  date  el  this  -Part  October 
1, 1941. 

(140).SEC.  553.  ADMINISTRATIVE  CHANGES  IN  MANUFACTUR¬ 
ERS’  EXCISE  TAX  TITLE  OF  CODE. 

(a)  Leases. — Section  3440  of  the  Internal  Revenue 
Code  is  amended  to  read,  as  follows: 

“SEC.  3440.  DEFINITION  OF  SALE. 

uFor  the  -purposes  of  this  chapter  the  lease  of  an  article 
(including  any  renewal  or  any  extension  of  a  lease  or  any 
subsequent  lease  of  such  article)  by  the  manufacturer,  pro¬ 
ducer,  or  importer  shall  be  considered  a  taxable  sale  of  such 
article 

(141  J(b)  Existing  Contracts. —Chapter  29  of  the  Inter¬ 
nal  Revenue  Code  is  amended  by  adding  at  the  end  thereof 
the  following  new  section: 

“SEC.  3453.  EXISTING  CONTRACTS. 

“(a)  Tax  Payable  by  Vendee.— If  (1)  any  person 
has,  prior  to  the  effective  date  of  Part  V  of  Title  V  of  the 
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Revenue  Act  of  1941,  made  a  bona  fide  contract  for  the  sale 
on  or  after  such  date,  of  any  article  with  respect  to  the  sale 
of  which  a  tax  is  imposed  by  that  Act  or  an  exist iny  rate  of 
tax  is  increased  by  that  Act,  and  (2)  such  contract  does  not 
permit  the  adding  to  the  amount  to  be  paid  under  such  con¬ 
tract  of  the  whole  of  such  tax  or  increased  rate  of  tax,  then 
(unless  the  contract  prohibits  such  addition)  the  vendee  shall, 
in  lieu  of  the  vendor,  pay  so  much  of  the  tax  as  is  not  so 
permitted,  to  be  added  to  the  contract  price. 

“(b)  Tax  Paid  to  Vendor. — Taxes  payable  by  the 
vendee  shall  be  paid  to  the  vendor  at  the  time  the  sale  is  con¬ 
summated,  and  shcdl  be  collected  and  paid  to  the  United 
States  by  the  vendor  in  the  same  manner  as  provided  in 
section  3467.  In  case  of  failure  or  refusal  by  the  vendee  to 
pay  such  taxes  to  the  vendor,  the  vendor  shall  report  the  facts 
to  the  Commissioner  who  shall  cause  collection  of  such  taxes 
to  be  made  from  the  vendee.  ' 

(142)  Unexposed  Motion  Picture  Films. — Section 
3443  (a)  (3)  (A)  of  the  Internal  Revenue  Code  (relating 
to  credits  or  refunds  of  tax  to  manufacturer)  is  amended  by 
inserting  at  the  end  thereof  the  following  new  clause: 

“(v)  in  the  case  of  unexposed  motion  picture  films , 
used  or  resold  for  use  in  the  making  of  news  reel  motion 
picture  films.” 

(14  Wd)  Credits,  and  Tax  Free  Sales  of  Automo- 
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bile  Radios . — Section  3403  (e),  section  3442,  section  3443 
(a)  (1)  and  section  3444  (a)  (1)  and  (2)  of  the  Internal 
Revenue  Code  (relating  to  tax  in  case  of  sale  of  tires  to 
manufacturers  of  automobiles,  etc.,  and  credit  on  sale )  are 
amended  by  striking  out  “tires  or  inner  tubes’  wherever 
appearing  therein  and  inserting  “tires,  inner  tubes,  or  auto¬ 
mobile  radios” ;  and  by  striking  out  “tire  or  inner  tube” 
wherever  appearing  therein  and  inserting  “tire,  inner  tube, 
or  automobile  radio” . 

(144  )(e)  Section  2800  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  a  new  subsection 
lettered  “(])”  reading  as  follows: 

“(j)  The  Commissioner  shall,  upon  the  filing  of  a 
claim  therefor,  make  refund  of  the  distilled,  spirits  tax, 
imposed  by  Section  (a)  (1)  hereof ,  at  the  rate  of  $ 1 
per  proof  gallon,  to  any  person  who  subsequent  to  the 
effective  date  hereof  has  used  distilled,  spirits,  produced 
in  a  domestic  registered  distillery  or  industrial  alcohol 
plant,  in  the  manufacture  or  production  of  an  article 
intended  for  use  for  non-beverage  purposes,  upon  proof 
by  him  to  the  satisfaction  of  the  Commissioner  that  such 
distilled  spirits  (1)  were  produced  in  a  domestic  regis¬ 
tered  distillery  or  industrial  alcohol  plant;  (2)  were 
fully  taxpaid;  (3)  were  used  by  him  in  the  manufacture 
or  production  of  an  article  intended  by  him  for  use  for 
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non-beverage  purposes  and  such  article  was  sold  bg  him 
for  such  purposes;  and  (4)  that  he  has  not  shifted  to 
others  to  any  extent  the  burden  of  that  portion  of  the  tax 
included  in  such  claim  for  refund.  Such  claim  shall  be 
filed  with  the  Commissioner  within  90  dags  from  the  date 
the  applicant  sells  the  product  for  non-beverage  purposes. 

“ The  Commissioner,  with  the  approval  of  the  Secre¬ 
tary,  is  authorized  to  make  such  rules  and  regulations 
as  may  be  necessary  to  carry  out  the  provisions  of  this 
subsection." 

SEC.  554.  TRANSPORTATION  OF  PERSONS,  ETC. 

(a)  The  heading  of  Subchapter  C  is  amended  to  read  as 

follows :  “SUBCHAPTER  D— ADMINISTRATIVE  PRO¬ 
VISIONS”. 

(b)  Chapter  30  of  the  Internal  Revenue  Code  is  amended 
by  inserting  after  section  3468  the  following  new  subchapter : 
“SUBCHAPTER  C— TRANSPORTATION  OF  PERSONS 
“SEC.  3469.  TAX  ON  TRANSPORTATION  OF  PERSONS,  ETC. 

“  (a)  Transportation. — There  shall  be  imposed  upon 
the  amount  paid  within  the  United  States,  on  or  after 
(145)tbe  effective  date  ef  Part  A1  ef  Title  A1  of  the  Revenue 
Aet  of  44444  October  1,  1941,  for  the  transportation,  on  or 
after  such  effective  date,  of  persons  by  rail,  motor  vehicle, 
water,  or  air,  within  or  without  the  United  States,  a  tax 
equal  to  5  per  centum  of  the  amount  so  paid.  Such  tax 
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shall  apply  to  transportation  by  motor  vehicles  having  a 
passenger  seating  capacity  of  less  than  10  adult  passengers, 
including  the  driver,  only  when  such  vehicle  is  operated 
on  an  established  line, 

“(b)  Exemption  of  Certain  Trips— The  tax  im¬ 
posed  by  subsection  (a)  shall  not  apply  to  amounts  paid  for 
transportation  which  do  not  exceed  35  cents,  to  amounts 
paid  for  commutation  or  season  tickets  for  single  trips  of  less 
than  thirty  miles,  or  to  amounts  paid  for  commutation  tickets 
for  one  month  or  less. 

“(c)  Seats,  Berths,  Etc. — There  shall  be  imposed 
upon  the  amount  paid  within  the  United  States  for  seating 
or  sleeping  accommodations  in  connection  with  transporta¬ 
tion  with  respect  to  which  a  tax  is  imposed  by  subsection 
(a)  a  tax  equivalent  to  5  per  centum  of  the  amount  so 
paid. 

“(d)  Returns  and  Payment. — The  taxes  imposed  by 
this  section  shall  be  paid  by  the  person  making  the  payment 
subject  to  the  tax.  Each  person  receiving  any  payment 
specified  in  subsection  (a)  or  (c)  shall  collect  the  amount 
of  the  tax  imposed  from  the  person  making  such  payment, 
and  shall,  on  or  before  the  last  day  of  each  month,  make  a 
return,  under  oath,  for  the  preceding  month,  and  pay  the  taxes 
so  collected  to  the  collector  in  the  district  in  which  his  prin¬ 
cipal  place  of  business  is  located,  or  if  he  has  no  principal 
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place  of  business  in  the  United  States,  to  the  collector  at 
Baltimore,  Maryland.  Such  returns  shall  contain  such  in¬ 
formation  and  be  made  in  such  manner  as  the  Commissioner 
with  the  approval  of  the  Secretary  may  by  regulations 
prescribe. 

“  (e)  Extensions  of  Time. — The  Commissioner  may 
extend  the  time  for  making  returns  and  paying  the  taxes  col¬ 
lected,  under  such  rules  and  regulations  as  he  shall  prescribe 
with  the  approval  of  the  Secretary,  but  no  such  extension 
shall  be  for  more  than  ninety  days. 

( 1 46>"-(f}  Co  Veen  mental  Exemption-; — The  tax  imp<*sed 
by  ibis  section  shah  net  apply  to  the  payment  for  transport  a  - 
tion  or  facilities  furnished  to  the  hinted  States,  or  to  any 
State  or  Territory,  or  political  subdivision  thereof,  or  the 
District  of  Columbia.” 

“(f)  Exemptions. — 

“( 1)  Governmental  exemption. — The  tax  im¬ 
posed  by  this  section  shall  not  apply  to  the  payment 
for  transportation  or  facilities  furnished  to  the  United 
States,  or  to  any  State  or  Territory,  or  political  sub¬ 
division  thereof,  or  the  District  of  Columbia. 

“(2)  Exemption  of  members  of  military  and 
naval  SERVICE. — The  tax  imposed,  by  this  section  shall 
not.  apply  to  the  payment  for  transportation  or  facilities 
furnished  under  special  tariffs  providing  for  fares  of  not 
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more  than  1\  cents  per  mile  applicable  to  round  trip 
tickets  sold  to  personnel  of  the  United  States  Army, 
Navy,  Marine  Corps,  and  Coast  Guard  traveling  in 
uniform  of  the  United  States  at  their  own  expense  when 
on  official  leave,  furlough,  or  pass,  including  authorized 
cadets  and  midshipmen,  issued  on  presentation  of  prop¬ 
erly  executed  certificate." 

(c)  Stamp  Tax  on  Passage  Tickets  Not  to 
Apply. — No  tax  shall  be  imposed  under  Chapter  11  of  the 
Internal  Revenue  Code  on  a  ticket  sold  or  issued  for  passage 
the  amount  paid  for  which  is  taxable  under  section  3469  of 
the  Internal  Revenue  Code. 

(d)  Technical  Amendments. — 

(1)  Section  55  (a)  (2)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “subchapters  A  and  B 
of”. 

(2)  Section  3471  (a)  and  (c)  are  amended  by  in¬ 
serting  after  “subchapter  B”  wherever  occurring  therein 
“or  subchapter  C”. 

(3)  Section  3472  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “of  subchapters  A  and  B”. 

SEC.  555.  COIN-OPER 4TED  AMUSEMENT  AND  GAMING  DE¬ 
VICES. 

Sub  chapter  A  of  Chapter  27  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part : 
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“Part  IX — Coin-Operated  Amusement  and  Gaming  Devices 
“SEC.  3267.  TAX  ON  COIN-OPERATED  AMUSEMENT  AND 
GAMING  DEVICES. 

“  (a)  Rate. — Every  person  who  maintains  for  use  or  per¬ 
mits  the  use  of,  on  any  place  or  premises  occupied  by  him,  a 
coin-operated  amusement  or  gaming  device  shall  pay  a  special 
(147)tex  of  per  year  m  respect  of  such  device,  and  shall 
pay  an  additional  special  tax  of  $2#  per  year  for  each  addi¬ 
tional  sneh  device  so  maintained  or  the  use  of  which  is  so  per- 
mkted.  tax  as  follows: 

u(l)  $10  per  year  in  the  case  of  a  device  defined  in 
clause  (1)  of  subsection  (b)  ; 

“(2)  $50  per  year,  in  the  case  of  a  device  defined  in 
clause  (2)  of  subsection  (b)  ;  and 

“(3)  $10  or  $50,  as  the  case  may  be,  for  each  addi¬ 
tional  device  so  maintained  or  the  use  of  which  is  so  permitted. 
If  one  such  device  is  replaced  by  another,  such  other  device 
shall  not  be  considered  an  additional  device. 

“(b)  Definition. — As  used  in  this  Part,  the  term  ‘coin- 
operated  amusement  and  gaming  devices’  means  ( 1 )  so-called 
‘pin-ball’  and  other  similar  amusement  machines,  operated  bv 
means  of  the  insertion  of  a  coin,  token,  or  similar  object, 
and  (2)  so-called  ‘slot’  machines  which  operate  by  means 
of  insertion  of  a  coin,  token,  or  similar  object  and  which,  by 
application  of  the  element  of  chance,  may  deliver,  or  entitle 
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the  person  playing  or  operating  the  machine  to  receive,  cash, 
premiums,  merchandise,  or  tokens.  The  term  does  not  in¬ 
clude  bona  fide  vending  machines  in  which  are  not  incor¬ 
porated  gaming  or  amusement  features. 

“(c)  Applicability  of  Administrative  Provi¬ 
sions. — An  operator  of  a  place  or  premises  who  maintains  for 
use  or  permits  the  use  of  any  coin-operated  device  shall  be 
considered,  for  the  purposes  of  Subchapter  B,  to  be  engaged 
in  a  trade  or  business  in  respect  of  each  such  device. 

“(d)  Effective  Date  of  Tax.— With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  (148)tke  effective  date  of 
4Art  A  of  Title  A  af  the  Be-venu-e  Aet  of  4-944-  October  1, 
1941.” 

SEC.  556.  BOWLING  ALLEYS,  ETC. 

Subchapter  A  of  Chapter  27  of  the  Internal  Bevenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following 
new  Part: 

“Part  X — Bowling  Alleys,  and  Billiard  and  Pool  Tables 
“SEC.  3268.  TAX  ON  BOWLING  ALLEYS,  AND  BILLIARD 
AND  POOL  TABLES. 

“  (a)  Bate. — Every  person  who  operates  a  bowling 
alley,  billiard  room,  or  pool  room  shall  pay  a  special  tax  of 
(149)$T&  $1 0  per  year  for  each  bowling  alley,  billiard  table, 
or  pool  table.  Every  building  or  place  where  bowls  are 
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thrown  or  where  games  of  billiards  or  pool  are  played,  except 
in  private  homes,  shall  be  regarded  as  a  bowling  alley,  billiard 
room,  or  pool  room,  respectively. 

“(b)  Effective  Date  of  Tax. — With  respect  to  the 
year  ending  June  30,  1942,  no  tax  shall  be  payable  under 
this  Part  for  any  period  prior  to  (150)tbe  effective  date  of 
Part  W  of  Title  W  of  the  --Revenue  Aet  of  1 941  October  1, 
1941 ” 

(151)SEG  OUTDOOR  ADVERTISING. 

Subchapter  A  of  Chapter  24  of  the  Internal  Be  venue 
Code  is  amended  by  adding  at  the  end  thereof  the  follow 
ing  new  Part  ■ 


“Part  X4 — Outdoor  Advertising 


^SEG  326k  TAX  OX  OUTDOOR  ADVERTISING. 


—  (a)  Tax- — Exery  person  who  engages  in  business  as 
a  lessor  of  bdlboards  for  outdoor  advertising  shah  pay  with 
respeet  to  each  billboard  maintained  or  controlled  by  him 
for  use  in  sneh  business  ft  special  tax  at  the  following  rates: 


-Tax  Glassification 


^  ^  U  »-»  /~v  l »  /-th  , 
A  \J  L  Cuvll 


I  i *  »  \  1  t  /-V  It  »  »  ;  . ft  |-tf  » 

^  OjgtA'  v  TTTvTC  OI  . 


Annum 


“-(l)  Not  more  than  400  square  Get _ $1.00 

“(2)'  More  than  400  amt  not  more  than  000  square  4eet _  G00 

“-(3)  More  t-han  000  amt  not  more  tiat-n  300  square  Get _  3r00 

-■-ft)  More  titan  300  amt  net  more  titan  400  square  Get _  rnOO 

“-fa)-  More  titan  400  an4  not  more  titan  000  square  Get _  & 00 

“-{6)  More  tttan  000  square  4eet _ 1-1-.00 


-  (b)  -Additional  Billboards. — Where  a  person  has 


paid  the  special  tax  with  respect  to  each  of  a  number  of 
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billboards  of  the  same  tax  classification  and  thereafter  dis¬ 
continues  the  maintenance  or  eontrol  of  one  or  morey  and 
also  assumes  the  maintenance  or  eontrol  of  additional  13111- 
boards  of  the  same  las  classification,-  be  shad  pay  special 
las  only  with  respeet  to  so  many  of  such  additional  bill¬ 
boards  as  exceed  the  number  with  respect  to  which  he  has 
already  paid  special  tasr 

--(-e-)-  Definitions. — As  used  in  this  section — 

“  (1)  4he  term  drdlbeard1  means  any  outdoor  struc 
tore  or  device  primarily  designed  for  the  display  of  ad- 


mattery  and  inelndes  so  ended  An 


ee-  on  the 


exterior  of  a  budding  the  use  of  which  is  controlled  by 
a  person  engaged  In  business  as  lessor  of  billboards  for 
outdoor 


“  (2)  dbe  term  -lessor^  means  any  person  who  main¬ 
tains  or  eontrols  the  use  of  billboards  andy  for  compcnsa 
tinny  displays  advertising  matter  thereon  for  another  per¬ 
son  or  permits  the  display  of  advertising  matter  thereon 
by  another  person.- 

—  (d)  Penalties. — Any  person  liable  for  the  special 
tax  under  this  section  with  respeet  to  any  bibboard  main¬ 
tained  or  controlled  by  him  who  fads  to  pay  sued  taxy  besides 
being  liable  for  the  payment  of  the  taxy  shad  be  fined  not 


more  than  for  each  offense. 

ii{e)-  Other  Laws  Applicable. — Ad  administrative 
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s  of  subehapters  A,  ET  and  C  of 

7  shall  apply  to  the  special  lax  hn- 
-faf  aad  to  the  persons  upon  whom  bn- 


Effective  Ewte  of  T-wh — With  respect  to  the 
year  ending  June  3-QT  1912,  no  tax  shall  he  payable  tnnler 
this  Eart  lor  any  period  prior  to  the  effective  date  oi  Bart  V 
el  Title  V  of  the  Revenue  Act  of  19 1 1/’ 


SEC.  (I52)e58  557.  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

The  Internal  Eevenue  Code  is  amended  by  inserting 
after  Chapter  33  the  following  new  chapter: 

“CHAPTER  33A— USE  OF  MOTOR  VEHICLES  AND 

BOATS 


“SEC.  3540.  TAX  ON  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

“  (a)  Imposition  of  Tax. — There  shall  be  imposed 
upon  the  use  of  motor  vehicles  and  boats  a  tax,  with  respect 
to  each  year  in  which  such  use  occurs,  at  the  following 
rates : 

“  ( 1 )  Motor  vehicles — $5. 

“(2)  Boats. — 

“Over-all  length  16  feet  or  over  but  not  over 

28  feet,  $5. 

“Over-all  length  over  28  feet  but  not  over  50 


feet,  $10. 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


116 


“Over-all  length  over  50  feet  but  not  over  100 
feet,  $40. 

“Over-all  length  over  100  feet  but  not  over  150 
feet,  $100. 

“Over-all  length  over  150  feet  but  not  over  200 
feet,  $150. 

“Over-all  length  over  200  feet,  $200. 

Such  tax,  in  the  case  of  a  motor  vehicle,  shall  be  paid  by  the 
person  in  whose  name  the  motor  vehicle  is,  or  is  required  to 
be,  registered  under  the  law  of  the  State,  Territory,  or  the 
District  of  Columbia  in  which  such  motor  vehicle  is,  or  is 
required  to  be,  registered.  Such  tax,  in  the  case  of  a  boat, 
shall  be  paid  by  the  owner  of  the  boat.  The  tax  imposed  by 
this  section  shall  not  apply  to  any  use  before  February  1, 
1942,  and  use  before  such  date  shall  not  be  considered  to  be 
use  within  the  meaning  of  this  section. 

“(b)  Definitions. — For  the  purposes  of  this  section — 
“(i)  The  term  ‘year’  means  the  year  beginning 
July  1. 

“  (2)  The  term  ‘motor  vehicle’  means  all  motor  ve¬ 
hicles  of  the  kind  chiefly  used  for  highway  transportation. 

“(3)  The  term  ‘boat’  means  all  boats  propelled  by 
machinery,  sail,  or  both,  measuring  16  feet  or  more  in 
over-all  length,  owned  by  a  citizen  or  resident  of  the 
United  States.  Such  term  does  not  include  boats  used 
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(15 3 ^exclusively  chiefly  for  trade,  or  commercial  fishing-, 
or  boats  used  without  profit  by  any  benevolent,  charita¬ 
ble,  or  religious  organization  exclusively  for  furnishing 
aid,  comfort,  or  relief  to  seamen  (154),  or  boats  used 
by  the  sea.  scouts  department  of  the  Hoy  Scouts  of  Amer¬ 
ica  chiefly  for  trainwy  scouts  in  seamanship. 

“(4)  The  term  ‘use'  in  the  ease  of  the  use  of  a 
motor  vehicle  means  use  on  the  public  highways. 

“  (c)  Probation  of  Tax. — If  in  any  year  the  first  use 
of  the  motor  vehicle  or  boat  is  after  July  31  the  tax  shall  be 
reckoned  proportionately  from  the  first  day  of  the  month  in 
which  such  use  occurs  to  and  including  the  30th  day  of 
June  following. 

“(d)  One  Payment  Per  Year. — If  the  tax  imposed 
by  this  section  is  paid  with  respect  to  any  motor  vehicle  or 
boat  for  any  year  no  further  tax  shall  be  imposed  for  such 
year  with  respect  to  such  motor  vehicle  or  boat. 

“(e)  Evidence  of  Tax  Payment.— The  payment  of 
the  tax  imposed  by  this  section  shall  be  evidenced  by  such 
suitable  stamp,  sticker,  or  tag  of  such  form,  which  shall  be 
affixed  to  the  motor  vehicle  or  boat  in  such  manner,  as  the 
Commissioner,  with  the  approval  of  the  Secretary,  may  by 
regulations  prescribe. 

“(f)  Manner  of  Collection. — The  place,  time,  and 
manner  of  making  payment  of  the  tax,  and  of  furnishing  such 
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stamp,  sticker,  or  tag  shall  he  such  as  may  be  provided  in 
regulations  prescribed  by  the  Commissioner  with  the  ap¬ 
proval  of  the  Secretary. 

“(g)  Cooperation  of  Post  Office  Department.— 
The  Commissioner  shall  furnish  to  the  Postmaster  General 
without  prepayment  a  suitable  quantity  of  stamps,  stickers, 
or  tags  to  be  distributed  to  and  kept  on  sale  by 
postmasters  in  the  United  States.  The  Postmaster  General 
may  require  each  such  postmaster  to  give  additional  or  in¬ 
creased  bond  as  postmaster  for  the  value  of  the  stamps, 
stickers,  or  tags  furnished  to  him,  and  each  such  postmaster 
shall  deposit  the  receipts  from  the  sale  of  such  stamps, 
stickers,  or  tags  to  the  credit  of  and  render  accounts  to  the 
Postmaster  General  at  such  times  and  in  such  form  as  he  may 
by  regulations  prescribe.  The  Postmaster  General  shall  at 
least  once  monthly  transfer  all  collections  from  this  source  to 
the  Treasury  as  internal-revenue  collections.  The  Postmaster 
General  is  authorized  to  cooperate  to  the  fullest  extent  pos¬ 
sible  with  the  Commissioner  in  the  sale  of  such  stamps,  stick¬ 
ers,  or  tags  and  in  forwarding  to  the  Commissioner  or  to  the 
collector  of  internal  revenue  such  blanks  or  forms  as  the  Com¬ 
missioner  may  determine  necessary  to  the  collection  of  the 
tax.  (155 yrThe  Secretary  of  the  Treasury  is  hereby  author¬ 
ized  and  directed  to  advance  from  time  to  time  to  the  Post¬ 
master  General  such  sums  as  the  Postmaster  General  may 
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show  shall  he  required  for  the  expenses  of  the  Post  Office  De¬ 
partment  in  performing  in  the  District  of  Columbia  and  else¬ 
where  all  services  required  by  this  section. 

“(h)  Sale  of  Stamps  by  Private  Persons— If  the 
Commissioner  provides  for  the  sale  of  stamps,  stickers,  or  tags 
by  persons  not  officers  or  employees  of  the  United  States  he 
may  require  bond,  with  sufficient  sureties,  in  a  sum  to  be 
fixed  by  the  Commissioner,  conditioned  for  the  faithful 
return,  whenever  required,  of  all  quantities  or  amounts 
undisposed  of,  and  for  the  payment  for,  all  quantities  or 
amounts  sold  or  not  remaining  on  hand.  The  Commissioner, 
with  the  approval  of  the  Secretary,  may  from  time  to  time 
make  such  regulations  as  he  may  find  necessary  to  insure  the 
safekeeping  or  prevention  of  illegal  use  of  all  such  stamps, 
stickers,  or  tags. 

“(i)  Penalties  for  Unlawful  Use. — Any  person 
liable  for  the  tax  under  this  section  who  uses  or  permits  the 
use  of  the  motor  vehicle  or  boat  before  tax  has  been  paid  shall 
be  guilty  of  a  misdemeanor  and  upon  conviction  thereof  shall 
be  fined  not  more  than  $25  or  imprisoned  for  not  more  than 
30  days,  or  both.  Any  person  who  uses  or  operates  a 
motor  vehicle  or  boat  at  a  time  when  the  stamp,  sticker,  or 
tag  does  not  appear  on  the  motor  vehicle  or  boat  in  the 
manner  provided  in  the  regulations  prescribed  under  sub- 
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section  (e)  or  (f)  shall  be  guilty  of  a  misdemeanor  and 
upon  conviction  thereof  shall  he  fined  not  more  than  $25. 

“  (j)  Exempt  Uses. — The  tax  imposed  by  this  section 
shall  not  apply  to  the  use  of  a  motor  vehicle  or  boat  by  the 
United  States,  a  State,  Territory,  the  District  of  Columbia,  or 
a  political  subdivision  of  any  of  the  foregoing.” 

SEC.  (156)*Sa  558.  EFFECTIVE  DATE  OF  PART  V. 

This  Part  shall  take  effect  on  (157)tbe  first  day  of  the 
first  month  which  begins  more  than  40  days  after  the  date  of 
the  enaetme-nt  of  this  Aet  October  1, 1941. 

(158 yPart  VI — Processing  Tax  on  Certain  Oils 
SEC.  561.  PAYMENT  OF  PROCEEDS  OF  PROCESSING  TAX  TO 
GUAM  AND  AMERICAN  SAMOA. 

(a)  Payment  to  Possessions. — Chapter  21  of  the 
Internal  Revenue  Code  (relating  to  processing  tax  on  oils) 
is  amended  bg  adding  at  the  end  thereof  the  following  new 
section : 

“Sec.  2483.  All  taxes  collected  under  this  chapter  with 
respect  to  coconut  oil  wholly  of  the  production  of  Guam  or 
American  Samoa  or  produced  from  materials  wholly  of  the 
growth  or  production  of  Guam  or  American  Samoa,  shall 
be  held  as  separate  funds  and  paid,  to  the  Treasury  of  Guam 
or  American  Samoa,  respectively.  No  part  of  the  money  from 
such  funds  shall  be  used ,  directly  or  indirectly ,  to  pay  a  sub¬ 
sidy  to  the  producers  or  processors  of  copra,  coconut  oil,  or 
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allied  products ,  except  that  this  sentence  shall  not  he  construed 
as  prohibiting  the  use  of  such  money ,  in  accordance  with 
regulations  prescribed  by  the  Commissioner  with  the  approval 
of  the  Secretary,  for  the  acquisition  or  construction  of  facili¬ 
ties  for  the  better  curing  of  copra  or  for  bona  fide  loans  to 
copra,  producers  of  Guam  or  American  Samoa." 

(b)  Effective  Date  of  Amendment. — The  amend¬ 
ment  made  by  this  section  shall  be  applicable  only  with  respect 
to  taxes  collected  after  the  date  of  enactment  of  this  Act. 

(159>TITLE  VI— RADIO  BROADCASTING  AND 
NETWORK  TAX 

SEG:  6QT  TAX  OX  RADI©  BROADCASTING  STATIONS  AX© 
NETWORKS. 

Subtitle  B  el  the  Internal  Revenue  Code  is  emended 
by  inserting  alter  chapter  9  the  following  new  chapter  : 

“CHAPTER  6A 

gfiEO,  im  TAX  OX  RADIO  BROADCASTING  STATIONS  AX© 
NETWORKS- 

-‘■(e)  Rate. — Tor  eeefe  calendar  peer  beginning  after 
December  b-h-  4941,  there  shah  be  imposed  upon  every 
person  with  respect  to  operating  a  radio  broadcasting  sta¬ 
tion  or  engaging  in  network  broadcasting  for  amv  pant  of 
saeh  year,  an  excise  tas  computed  as  follows : 

“  (1 )  If  the  net  time  sales  exceed  $100,000  and  do 
not  exceed  $500,000,  an  amount  equal  to  5  per  centum 
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ol  the  net  time  sales,  or  an  amount  equal  to  the  net  thue 
sales  m  exeess  ol  $400,000,  whichever  Is  the  lesser. 

--(-2-)  41  the  set  lime  sales  exceed  $o00t000  and  do 
net  exceed  $1,000,000,  art  amount  equal  to  44)  per 
centum  ol  the  uet  time  sales?  or  au  amount  equal  to 
$254)00  plus  the  amount  ol  the  uet  thee  sales  ie  exeess 
ol  $5004)00,  whichever  Is  the  lesser. 

“■  (4f  41  the  uet  thue  sales  exeeed  $1,000,000,-  au 
amount  equal  to  45  pec  centum  ol  the  uet  thue  sales, 
or  au  amount  equal  to  $1004)00  plus  the  amount  ol  the 
uet  thue  sales  ie  exeess  ol  $  170004)007  whichever  is  the 
lesser: 

4-(b)-  -Definitions-;' — For  the  purposes  ol  this  section — 
-—(-4--)-  Network  broadcasting’  means  the  making  ol 
arrangements  with  persons  operating  radio  breadcasting 
stations  lor  the  simultaneous  broadcast  ol  au  identical 
program  by  two  or  more  connected  stations  and  the 
ol  programs  by  wire  or  radio  to  such 


persons. 

“  (2)  ‘Time  sales’  means  the  gross  amount  received 
or  accrued  from  the  sale  of  broadcast  timer  Where  the 
sale  is  for  a  consideration  other  than  money  the  gross 
amount  considered  to  he  received  or  accrued  shall  he 
the  seller’s  published  card  rate  for  broadcast  time. 
Whore  the  sale  is  for  a  consideration?  less  a  commis 
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sion  to  an  advertising  agency  (whether  sneh  sale  is 
made  to  such  agency  or  its  principal)-  the  amount  of 
such  commission  -foot  in  excess  of  4b  per  centum  of 
suck  consideration)-  shall  he  excluded  in  determining 
the  gross  amount  received  or  accrued  with  respect  to 
such  safer 

“  (3)-  h£et  time  sales-  means  time  sales  minus  the 
amounts  paid  or  incurred  for  broadcast  time  to  other 
persons  operating  radio  stations  or  engaged  in  network- 
broadcasting.  j 

-SEG.  m  RE-TURNS; 

(a)-  Requirement. — Every  person  liable  for  tax  under 
section  1220  shah  make  a  return  under  oath-.  Such  return 
shah  contain  sneh  information  and  he  made  in  such  manner 
as  the  Commissioner  with  the  approval  of  the  Secretary  may 
by  regulations  proscribe. 

--  (b)-  Time  eon  -Rhmxe  . — 

“  (1)  General  rule. — Such  return  shah  he  made 
within  two  months  after  the  close  of  the  year  with  re¬ 
spect  to  which  sneh  tax  is  imposed. 

“■  (-2-f  Extension  oe  time. — The  Commissioner 
may  extend  the  time  for  making  the  returns^  under  sneh 
rules  and  regulations  as  he  may  prescribe  with  the  ap¬ 
proval  of  the  Secretary,  hot  no  sneh  extension  shah  he 
for  more  than  sixty-  days. 
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ii-fef  Place  for  Piling  . — dhe  return  shad  be  made 
to  the  collector  for  the  district  in  which  is  located  the  priii  ■ 
erpal  place  ef  business  el  the  taxpayer,  er^  il  it  has  ne  principal 
place  el  business  in  the  -United  States,  then  te  the  codcetor  at 
Baltimore, 


1232v  OTHER  RAWS 


-''All  previsions  el  lew  (including  penalties)  appheable 
in  respect  el  the  taxes  imposed  by  chapter  d  shad,  insofar  as 
net  inconsistent  with  this  chapter?  be  applicable  in  respeet 


el  the  tax  imposed  by  this 


(160)7YTLE  VI— NONESSENTIAL  FEDERAL 


EXPENDITURES 


SEC.  601.  NONESSENTIAL  FEDERAL  EXPENDITURES. 

(a)  There  is  hereby  established  a  committee  to  investi¬ 
gate  Federal  expenditures  (hereinafter  referred  to  as  the 
“ committee" ) ,  to  be  composed  of  ( 1 )  three  members  of  the 
Senate  Committee  on  Finance  and  three  members  of  the 
Senate  Committee  on  Appropriations,  to  be  appointed  by  the 
President  of  the  Senate;  (2)  three  members  of  the  House 
Committee  on  Ways  and.  Means  and  three  members  of  the 
House  Committee  on  Appropriations,  to  be  appointed  by  the 
Speaker  of  the  House  of  Representatives;  and  (3)  the  Sec¬ 
retary  of  the  Treasury,  and  the  Director  of  the  Bureau  of  the 
Budget.  A  vacancy  in  the  committee  shall  not  affect  the 
power  of  the  remaining  members  to  execute  the  functions  of 
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the  committee,  and  shall  he  filled  in  the  same  manner  as  the 
original  selection.  A  majority  of  the  committee  shall  consti¬ 
tute  a  quorum,  and,  the  powers  conferred  upon  them  by  this 
section  may  he  exercised  by  a  majority  vote. 

(h)  It  shall  be  the  duty  of  the  committee  to  make  a  full 
and  complete  study  and  investigation  of  all  expenditures  of  the 
F ederal  Government  with  a  view  to  recommending  the  elimina¬ 
tion  or  reduction  of  all  such  expenditures  deemed  by  the  com¬ 
mittee  to  be  nonessential.  The  committee  shall  report  to  the 
President  and  to  the  Congress  the  results  of  its  study,  together 
with  its  recommendations,  at  the  earliest  practicable  date. 

(c)  The  committee,  or  any  duly  authorized  subcommittee 
thereof,  is  authorized  to  hold  such  hearings,  to  sit  and  act  at 
such  times  and  places,  to  employ  such  experts  and  such  clerical 
and  other  assistants,  to  require  by  subpena  or  otherwise  the 
attendance  of  such  witnesses  and  the  production  of  such  books, 
papers,  and  documents,  to  administer  such  oaths,  to  take  such 
testimony,  and  to  make  such  expenditures,  as  it  deems  advis¬ 
able.  The  provisions  of  sections  102  to  104,  inclusive,  of  the 
Revised  Statutes  shall  apply  in  case  of  any  failure  of  any 
witness  to  comply  with  any  subpena,  or  to  testify  when  sum¬ 
moned  under  the  authority  of  this  section. 

(d)  The  committee  is  authorized  to  utilize  the  services, 
information,  facilities,  and  personnel  of  the  departments  and 
agencies  of  the  Government. 
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(e)  There  is  hereby  authorized  to  he  appropriated ,  the 
sum  of  $ 10,000 ,  or  so  much  thereof  as  may  he  necessary,  to 
carry  out  the  provisions  of  this  section. 

(f)  All  authority  conferred,  hy  this  section  shall  terminate 
upon  the  submission  of  the  committee  s  final  report. 
(161>S'£C.  602.  Section  1303  of  the  Revenue  Act  of  1918, 
as  amended,  is  amended  hy  striking  out  “ President  of  the 
Senate  ’  wherever  it  appears  therein  and  inserting  in  lieu 
thereof  “ President  pro  tempore  of  the  Senate”. 

(162 yTITLE  VII— CREDIT  AGAINST  FEDERAL  UNEM¬ 
PLOYMENT  TAXES  AND  MISCELLANEOUS 
AMENDMENTS 

SEC.  701.  CREDIT  AGAINST  FEDERAL  UNEMPLOYMENT  TAXES. 

(a)  Allowance  of  Credit  Against  Tax  for  1936, 
1937,  and  1938. — Against  the  tax  imposed  by  section  901 
of  the  Social  Security  Act  for  the  calendar  year  1936,  1937, 
or  1938,  any  taxpayer  shall  he  allowed  credit  (if  credit  is 
not  allowable  under  section  902  of  such  Act)  for  the  amount 
of  contributions  paid  hy  him  into  an  unemployment  fund 
under  a  State  law — 

(1)  Before  the  sixtieth  day  after  the  date  of  the 
enactment  of  this  Act,  if  such  credit  is  claimed  before 
the  expiration  of  six  months  after  such  date  of  enactment; 

(2)  Without  regard  to  the  date  of  payment,  with 
respect  to  wages  paid  after  September  19,  1939; 
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1  (3)  Wi  thout  regard  to  the  date  of  payment,  if  the 

2  assets  of  the  taxpayer  are,  at  any  time  during  the  fifty- 

3  nine-day  period  following  such  date  of  enactment,  or 

4  were  at  any  time  during  the  period  August  11,  1939,  to 

5  October  8,  1939,  inclusive,  or  the  period  October  9,  1940, 

6  to  December  6,  1940,  inclusive,  in  the  custody  or  control 

1  of  a  receiver,  trustee,  or  other  fiduciary  appointed  by, 

8  or  under  the  control  of,  a  court  of  competent  jurisdiction. 

9  The  provisions  of  the  Social  Security  Act  in  force  prior  to 

10  February  11,  1939  (except  the  provision  limiting  the  credit 

11  to  amounts  paid  before  the  date  of  filing  returns) ,  shall  apply 

12  to  allowance  of  credit  under  this  subsection;  except  that  the 

13  amount  of  credit  against  the  tax  for  the  calendar  year  1936, 

14  1937,  or  1938,  for  contributions  paid  after  December  6, 

15  1940,  shall  not  (unless  the  credit  is  allowable  on  account 

16  of  paragraph  (2)  or  (3 ) )  exceed  90  per  centum  of  the 

17  amount  which  would  have  been  allowable  as  credit  on  account 

18  of  such  contributions  had  they  been  paid  before  the  last  day 

19  upon  which  the  taxpayer  was  required  under  section  905  of 

20  such  Act  to  file  a  return  for  such  year.  The  terms  used  in 

21  this  subsection  shall  have  the  same  meaning  as  when  used  in 

22  title  IX  of  such  Act  prior  to  February  11,  1939.  The  total 

23  credit  allowable  against  the  tax  imposed  by  section  901  of 

24  such  Act  for  the  calendar  year  1936,  1937,  or  1938  shall 

25  not  exceed  90  per  centum  of  such  tax. 
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(b)  Allowance  of  Credit  Against  Tax  for  1939 
and  1940. — Against  the  tax  imposed  by  the  Federal  Unem¬ 
ployment  Tax  Act  for  the  calendar  year  1939  or  1940,  any 
taxpayer  shall  be  allowed  credit  (if  credit  is  not  allowable 
under  section  1601  of  such  Act)  for  the  amount  of  contribu¬ 
tions  paid  by  him  into  an  unemployment  fund  under  a  State 
law — 

(1)  Before  the  sixtieth  day  after  the  date  of  the 
enactment  of  this  Act,  if  such  credit  is  claimed  before 
the  expiration  of  six  months  after  such  date  of  enactment; 

(2)  Without  regard  to  the  date  of  payment,  if  the 
assets  of  the  taxpayer  are,  at  any  time  during  the  fifty- 
nine-day  period  following  such  date  of  enactment,  or 
were  at  any  time  during  the  period  from  the  last  day 
upon  which  the  taxpayer  was  required  under  section 
1604  of  the  Federal  Unemployment  Tax  Act  to  file  a 
return  of  the  tax  against  which  credit  is  claimed  to 
June  30  next  following  such  last  day,  inclusive,  or  (in 
the  case  of  credit  against  the  tax  for  the  calendar  year 
1939)  the  period  October  9,  1940,  to  December  6,  1940, 
inclusive,  in  the  custody  or  control  of  a  receiver,  trustee, 
or  other  fiduciary  appointed  by,  or  under  the  control  of, 
a  court  of  competent  jurisdiction. 

The  provisions  of  the  Federal  Unemployment  Tax  Act  (ex- 
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cept  section  1601  (a)  (3)),  including  such  provisions  as 
modified  by  section  902  ( e )  of  the  Social  Security  Act  Amend¬ 
ments  of  1939,  shall  apply  to  allowance  of  credit  under  this 
subsection.  The  amount  of  such  credit  against  the  tax  for 
the  calendar  year  1939  or  1940,  in  the  case  of  contributions 
paid  after  the  last  day  upon  which  the  taxpayer  was  required 
under  section  1604  of  the  Federal  Unemployment  Tax  Act 
to  file  a  return  for  such  year,  shall  not  (unless  the  credit  is 
allowable  on  account  of  paragraph  (2)  )  exceed  90  per  centum 
of  the  amount  which  would  have  been  allowable  as  credit 
on  account  of  such  contributions  had  they  been  paid  on  or 
before  such  last  day.  The  terms  used  in  this  subsection  shall 
have  the  same  meaning  as  when  used  in  the  Federal  Unem¬ 
ployment  Tax  Act.  The  toted,  credit  allowable  against  the 
tax  imposed  by  such  Act  for  the  calendar  year  1939  or  1940 
shall  not  exceed  90  per  centum  of  such  tax. 

(c)  Refund. — Refund,  credit,  or  abatement  of  the  tax 
(including  penalty  and  interest  assessed  or  collected  with 
respect  thereto,  if  any),  based  on  any  credit  allowable  under 
subsection  (a)  or  (b),  may  be  made  in  accordance  with  the 
provisions  of  law  applicable  in  the  case  of  erroneous  or  illegal 
assessment  or  collection  of  the  tax  (including  statutes  of  limita¬ 
tions).  No  interest  shall  be  allowed  or  paid  on  the  amount 
of  any  such  credit  or  refund.  On  and  after  the  date  of  the 


H  R.  5417 


9 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


130 


enactment  of  this  Act  no  refund,  credit,  or  abatement  shat! 
be  allowed  based  on  any  credit  allowable  under  section  810 
of  the  Revenue  Act  of  1938,  section  902  (a)  of  the  Social 
Security  Act  Amendments  of  1939,  or  section  701  of  the 
Second  Revenue  Act  of  1940. 

(163 ) SEC.  702.  SOCIAL  SECURITY  BOARD  APPROPRIATION  FOR 

EMPLOYMENT  OFFICES. 

The  Act  approved  July  1,  1941  (Public  Law  Numbered 
146,  Seventy -seventh  Congress ),  entitled  “An  Act  making 
appropriations  for  the  Department  of  Labor,  the  Federal 
Security  Agency,  and  related  independent  agencies,  for  the 
fiscal  year  ending  June  30,  1942,  and  for  other  purposes' , 
under  title  II,  under  the  heading  “Social  Security  Board" , 
is  amended  by  repealing  so  much  thereof  as  reads:  “and 
elsewhere,  in  connection  with  the  operation  of  employment 
office  facilities  and  services  essential  to  expediting  the  national- 
defense  program"  and  inserting  in  said  Act  the  words:  “for 
the  purposes  described  in  the  last  paragraph  of  the  part  of 
this  Act  relating  to  the  Social  Security  Board" . 

( 1 64) .S EC.  703.  AMENDMENT  TO  ACT  SUSPENDING  PROFIT- 

LIMITING  PROVISIONS  OF  VINSON  ACT. 

Section  401  of  the  Second  Revenue  Act  of  1940  is 
amended  by  adding  at  the  end  thereof  the  following  new  sen¬ 
tence:  “For  the  purposes  of  this  section,  a  contract  or  sub- 
eon  tract  shall  be  deemed  to  be  completed  on  the  elate  on  which 
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final  delivery  and  acceptance  of  the  vessel  or  other  article 

2  specified  therein  is  made.' 

Passed  the  House  of  Representatives  August  4,  1941. 

Attest:  SOUTH  TRIMBLE, 

Clerk. 

Passed  the  Senate  with  amendments  September  5  (legis¬ 
lative  day,  September  2) .  1941. 

Attest :  EDWIN  A.  HALSEY, 

Secretary. 
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77th  Congress  )  HOUSE  OF  REPRESENTATIVES  (  Report 
1st  Session  f  (No.  1203 


THE  REVENUE  BILL  OF 


September  15,  1941. — Ordered  to  be 


Mr.  Dotjghton,  from  the  committee  of  conference,  submitted 

the  following 


CONFERENCE  REPORT 


[To  accompany  H.  R.  5417] 


The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  Senate  to  the  bill  (H.  R.  5417)  to 
provide  revenue,  and  for  other  purposes,  having  met,  after  full  and 
free  conference,  have  agreed  to  recommend  and  do  recommend  to 
their  respective  Houses  as  follows: 

That  the  Senate  recede  from  its  amendments  numbered  39,  41,  49, 
54,  56,  63,  64,  65,  79,  91,  93,  94,  111,  117,  119,  120,  121,  125,  126,  128, 
130,  131,  132,  134,  135,  136,  144,  163,  and  164. 

That  the  House  recede  from  its  disagreement  to  the  amendments 
of  the  Senate  numbered  2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12,  13,  14,  15,  16, 

17,  18.  19,  20,  21,  22,  23,  24,  25,  26,  27,  28,  29,  30,  31,  32,  33,  34,  35, 

36,  37,  38,  43,  44,  45,  48,  47,  48,  50,  51,  52,  53,  59,  61,  62,  66,  67,  68, 

69,  70,  71,  72,  73,  74.  75,  76,  77,  78,  81,  82,  83,  84,  85,  86,  87,  88,  89, 

90,  92,  95,  98,  99,  100,  101,  102,  103,  104,  105,  106,  107,  108,  109,  110, 
112,  113,  114,  115,  116,  122,  123,  127,  129,  133,  138,  139,  140,  141,  142, 
146,  147,  148,  149,  150,  151,  152,  153,  154,  156,  157,  158,  159,  160,  and 
161  and  agree  to  the  same. 


Amendment  numbered  1: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  1,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following: 
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Title  I — Individual  and  Corporation  Income  Taxes 
See.  101.  Surtax  on  individuals. 

Sec.  102.  Optional  tax  on  individuals  unth  certain  gross  income  of  $3,000 
or  less. 
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Sec.  103. 
Sec.  104- 
Sec.  105. 
Sec.  106. 
Sec.  107. 
See.  108. 
Sec.  109. 


Sec.  110. 


Sec.  111. 
Sec.  112. 
Sec.  113. 
Sec.  114- 
Sec.  115. 
Sec.  116. 
Sec.  117. 

Sec.  118. 


Corporation  defense  tax  rates  incorporated  in  rate  schedules. 

Surtax  on  corporations  and  termination  of  defense  tax. 

Tax  on  nonresident  alien  individuals. 

Tax  on  foreign  corporations. 

Withholding  of  tax  at  source. 

Treaty  obligations . 

Seduction  in  pursuance  of  treaties  of  rates  of  tax  and  with¬ 
holding  on  nonresident  alien  individuals  resident  in,  and 
corporations  organized  under  laws  of,  Western  Hemisphere 
countries. 

Defense  tax  rates  on  personal  holding  companies  and  transfers 
to  avoid  income,'  tax  incorporated  in  rate  schedules. 

Personal  exemption. 

Returns  of  income  tax. 

Credit  for  dependents. 

Noninterest-bearing  obligations  issued  at  discount. 

Short-term  obligations  issued  on  a  discount  basis. 

Information  returns  with  respect  to  Federal  obligations. 

Extension  of  time  of  orders  of  Securities  and  Exchange  Com¬ 
mission. 

Taxable  years  to  which  amendments  applicable. 


I 


Title  II — Excess  Profits  Tax 


Sec.  201.  Excess  profits  tax  rates  and  credits. 

Sec.  202.  Deduction  of  excess-profits  tax. 

Sec.  203.  New  capital. 

Sec.  204-  Corporations  engaged  in  mining  strategic  metals. 
Sec.  205.  Taxable  years  to  which  amendments  applicable. 


Title  III — Capital  Stock  Tax  and  Declared  Value  Excess- 

Profits  Tax 

Sec.  301.  Capital  stock  tax. 

Sec.  302.  Declared  value  excess-profits  tax — Defense  tax  rates  incorpo¬ 
rated  in  rate  schedule. 


Title  IV — Estate  and  Gift  Taxes 


Sec.  401-  Estate  tax  rates. 
Sec.  402.  Gift  tax  rates. 


Title  V — Excise  Taxes 
part  1 — 1932  excise  taxes  made  permanent 


Sec.  501 .  1932  excise  taxes  made  permanent. 
Sec.  502.  Pipe  line  tax. 

Sec.  503.  Technical  amendment. 

Sec.  504-  Bond  tax. 

Sec.  505.  Conveyance  tax. 


PART  II - DEFENSE  TAX  RATES  MADE  PERMANENT  (NO  INCREASE  IN  TAX 

AND  NO  CHANGE  IN  BASIS  OF  TAX) 


Sec.  521.  Defense  excise  tax  rates  made  permanent  which  are  not  in¬ 
creased  by  this  Act. 
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PART  III — INCREASES  IN  RATES  OF  EXISTING  EXCISE  TAXES 

Sec.  531.  Playing  cards. 

Sec.  532.  Safe  deposit  boxes. 

Sec.  533.  Distilled  spirits „ 

Sec.  534-  II  dries. 

Sec.  535.  Tires  and  tubes. 

Sec.  536.  Effective  date  of  Part  III. 

PART  IV — CHANGES  IN  BASIS  OF  COMPUTING  TAX  ( RATES  INCREASED  IN 

CERTAIN  CASES) 


Sec.  541.  Admissions  tax. 

Sec.  542.  Cabaret,  roof  garden,  etc.,  tax. 

Sec.  543.  Club  dues. 

Sec.  544 ■  Automobile,  truck,  bus,  and  parts  tax. 

Sec.  545.  Radios,  phonographs ,  records,  and  musical  instruments. 

Sec.  546.  Mechanical  refrigerators. 

Sec.  547.  Alatches. 

Sec.  543.  Telephone,  telegraph,  etc. 

Sec.  549.  Installment,  etc.,  payments. 

Sec.  550.  Effective  date  of  Part  IV. 

PART  V - NEW  EXCISE  TAXES 

Sec.  551.  New  manufacturers’  excise  taxes. 

Sec.  552.  New  retailers’  excise  taxes. 

Sec.  553.  Administrative  changes  in  manufacturers’  excise  tax  title  of 
Code. 

Sec.  554-  Transportation  of  persons,  etc. 

Sec.  555.  Coin-operated  amusement  and  gaming  devices. 

Sec.  556.  Bowling  alleys,  etc. 

Sec.  557 .  Use  of  motor  vehicles  and  boats. 

Sec.  558.  Effective  date  of  Part  V. 

PART  VI - PROCESSING  TAX  ON  CERTAIN  OILS 

Sec.  561.  Payment  of  proceeds  of  processing  tax  to  Guam  and  American 
Samoa. 

Title  VI — Nonessential  Federal  Expenditures 

Sec.  601.  Nonessential  Federal  expenditures. 

Title  VII — Credit  Against  Federal  Unemployment  Taxes 

ISec.  701 .  Credit  against  Federal  unemployment  taxes. 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  40: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
!  the  Senate  numbered  40,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

lu  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following: 
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SEC.  117.  EXTENSION  OF  TIME  OF  ORDERS  OF  SECURITIES  AND 
EXCHANGE  COMMISSION. 

(a)  Extension. — Section  373  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  the  definition  of  orders  of  the  Securities  and  Exchange  Commission 
with  respect  to  which  Supplement  R  applies)  is  amended  to  read  as 
follows: 

“(a)  The  term  1  order  of  the  Securities  and  Exchange  Commission ’ 
means  an  order  ( 1 )  issued  after  May  £8,  1938 ,  and  prior  to  January  1, 
1943,  by  the  Securities  and  Exchange  Commission  to  effectuate  the  pro¬ 
visions  of  section  11  (b)  of  the  Public  Utility  Holding  Company  Act  of 
1935,  49  Stat.  820  (U.  S.  C.,  Supp.  V,  Title  Id,  section  79k  ( b )),  or  (2) 
issued  by  the  Commission  subsequent  to  December  31\  1942,  in  which  it 
is  expressly  stated  that  an  order  of  the  character  specified  in  clause  (1) 
is  amended  or  supplemented,  and  (3)  which  has  become  final  in  accordance 
with  law.” 

(b)  Effective  Date  of  Amendment. —  The  amendment  made  by  this 
section  shall  be  applicable  only  with  respect  to  taxable  years  beginning 
after  December  31,  1939. 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  42: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  42,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert-  the  following:  118;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  55: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  55,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following:  205;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  57: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  57,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following: 

( c )  Returns  for  1941 ■ — Section  1203  ( b )  (2)  of  the  Internal  Revenue 
Code  ( relating  to  extensions  of  time  for  filing  capital-stock  tax  returns)  is 
amended  by  inserting  at  the  end  thereof  the  following:  “II  ith  respect  to 
the  year  ending  June  30,  1941,  the  extension  may  be  for  not  more  than 
90  days.” . 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  58: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  58,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following:  (d) ;  and  the  Senate  agree  to  the  same. 
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Amendment  numbered  60: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  60,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following: 

SEC.  802.  DECLARED  VALUE  EXCESS  PROFITS  TAX— DEFENSE 

TAX  RATES  INCORPORATED  IN  RATE  SCHEDULE. 

(a)  Rates. — Section  600  of  the  Internal  Revenue  Code  ( relating  to 
rate  of  declared  value  excess  profits  tax )  is  amended  as  follows: 

( 1 )  By  striking  out  the  heading  “(a)  General  Rule. — 

(2)  By  amending  the  rate  schedule  to  read  as  follows: 

“6%0  per  centum  of  such  portion  of  its  net  income  for  such 
income-tax  taxable  year  as  is  in  excess  of  10  per  centum  and 
not  in  excess  of  15  per  centum  of  the  adjusted  declared  value; 

“132Ao  per  centum  of  such  portion  of  its  net  income  for  such 
income-tax  taxable  year  as  is  in  excess  of  15  per  centum  of  the 
adjusted  declared  value.” ;  and 

(3)  By  repealing  subsection  ( b )  ( relating  to  defense  tax  for  five 
years ) . 

(b)  Effective  Date. —  This  section  shall  be  effective  only  with  respect 
to  income-tax  taxable  years  ending  after  June  30,  1941. 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  80: 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  numbered  80,  and  agree  to  the  same  with  an  amend¬ 
ment,  as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following:  30  cents-,  and  the  Senate  agree  to  the  same. 

Amendment  numbered  96: 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  numbered  96,  and  agree  to  the  same  with  an  amend¬ 
ment,  as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following: 

“( 1 )  (A)  In  the  case  of  each  telephone  or  radio  telephone 
message  or  conversation  which  originates  within  the  United 
States,  for  which  the  charge  is  more  than  24  cents,  a  tax  of  five 
cents  for  each  50  cents,  or  fraction  thereof,  of  the  charge. 

“(B)  In  the  case  of  each  telegraph,  cable,  or  radio  dispatch 
or  message  which  originates  within  the  United  States,  a  tax 
of  1 0  per  centum  of  the  amount  of  the  charge. 

Only  one  payment  of  a  tax  imposed  by  subparagraph  (A)  or  (B) 
shall  be  required  notwithstanding  the  lines  or  stations  of  one  or  more 
persons  are  used  in  the  transmission  of  such  dispatch,  message,  or 
conversation. 

“(2)  (A)  A  tax  equivalent  to  10  per  centum  of  the  amount 
paid  for  leased  wire,  teletypewriter,  or  talking  circuit  special 
service. 
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“(B)  A  tax  equivalent  to  5  per  centum  of  the  amount  paid 
for  any  wire  and  equipment  service  (including  stock  quotation 
and  information  services,  burglar  alarm  or  fire  alarm  service, 
and  all  other  similar  services,  but  not  including  service  described 
in  subparagraph  (A)). 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  97: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  97,  and  agree  to  the  same  with  an  amendment,  as 
follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following:  6  per  centum ;  and  the  Senate  agree  to  the 
same. 

Amendment  numbered  118: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  118,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following: 

“(10)  Electric  light  bulbs  and  tubes. — Electric  light  bulbs 
and  tubes,  not  including  articles  taxable  under  any  other  provision 
of  this  subchapter ,  5  per  centum.. 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  124: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  124,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

Restore  the  matter  proposed  to  be  stricken  out  by  the  Senate  amend¬ 
ment  and  on  page  68,  line  15,  of'tlie  House  bill  before  the  period  insert 
a  comma  and  the  following:  or  to  a  fountain  pen  if  the  only  parts  of  the 
pen  which  consist  of  precious  metals  are  essential  parts  not  used  for 
ornamental  purposes ;  and  the  Senate  agree  to  the  same. 

Amendment  number  137: 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  numbered  137,  and  agree  to  the  same  with  an  amend¬ 
ment,  as  follows: 

On  page  41,  line  17,  of  the  Senate  engrossed  amendments  strike 
out  “2408”  and  insert  2409;  on  page  72,  line  11,  of  the  House  bill 
strike  out  “2409”  and  insert  24-10;  and  on  page  72,  line  15,  of  the 
House  bill  strike  out  “2410”  and  insert  2411;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  143: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  143,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following: 

(d)  Credits,  and  Tax  Free  Sales  of  Automobile  Radios. — Sec¬ 
tion  3443,  section  3443  (a)  (1),  and  section  3444  (a)  (1)  and  (3)  of  the 
Internal  Revenue  Code  (relating  to  tax  in  case  of  sale  of  tires  to  man¬ 
ufacturers  of  automobiles,  etc.,  and  credit  on  sale)  are  amended  by 
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striking  out  “tires  or  inner  tubes"  wherever  appearing  therein  and  in¬ 
serting  “tires,  inner  tubes,  or  automobile  radios  taxable  under  section 
3404”;  and  by  striking  out  “ tire  or  inner  tube ”  wherever  appearing  therein 
and  inserting  “tire,  inner  tube,  or  automobile  radio  taxable  under  section 
3404" ■  Section  3403  (e)  oj  the  Internal  Revenue  Code,  as  amended  by 
this  Act,  is  further  amended  by  striking  out  “tires  and  inner  tubes” 
where  the  phrase  appears  the  first  time  and  inserting  “tires,  inner  tubes, 
or  automobile  radios” ;  paragraph  ( 1 )  of  subsection  (e)  oj  such  section  is 
amended  by  inserting  before  the  semicolon  “or,  in  the  case  of  axdornobile 
radios,  if  such  radios  were  taxable  under  section  3404” ;  paragraph  (2) 
of  subsection  (e)  of  such  section  is  amended  by  striking  out  “tires  or  inner 
tubes ”  wherever  such  phrase  appears  and  inserting  “tires,  inner  tubes,  or 
automobile  radios”. 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  145: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  145,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following:  October  10,  1941 ;  and  the  Senate  agree  to  the 
same. 

Amendment  numbered  155: 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  numbered  155,  and  agree  to  the  same  with  an  amendment, 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following:  There  are  authorized  to  be  appropriated  such 
sums  as  may  be  necessary  to  enable  the  Secretary  of  the  Treasury  to  advance 
from  time  to  time  to  the  Postmaster  General  such  sums  as  the  Postmaster 
General  may  show  shall  be  required  for  the  expenses  of  the  Post  Office 
Department  in  performing  in  the  District  of  Columbia  and  elsewhere  all 
services  required  by  this  section. 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  162: 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  numbered  162,  and  agree  to  the  same  with  an  amend¬ 
ment,  as  follows: 

I  On  page  51,  lines  8  and  9  of  the  Senate  engrossed  amendments 
strike  out  “AND  MISCELLANEOUS  AMENDMENTS”;  and  the 
»  Senate  agree  to  the  same. 

R.  L.  Doughton, 

Thos.  H.  Cullen, 

Jere  Cooper, 

John  W.  Boehne,  Jr., 

Allen  T.  Treadway, 

Harold  Knutson, 

Daniel  A.  Reed, 

Alanagers  on  the  part  of  the  House. 

Walter  F.  George, 

David  I.  Walsh, 

Alben  W.  Barkley, 

Arthur  Capper, 

James  J.  Davis, 

Alanagers  on  the  part  of  the  Senate. 


STATEMENT  OF  THE  MANAGERS  ON  THE  PART  OF  THE  HOUSE 


The  managers  on  the  part  of  the  House  at  the  conference  on  the 
disagreeing  votes  of  the  two  houses  on  the  amendments  of  the  Senate 
to  the  bill  (H.  R.  5417)  to  provide  revenue,  and  for  other  purposes, 
submit  the  following  statement  in  explanation  of  the  effect  of  the 
action  agreed  upon  by  the  conferees  and  recommended  in  the  accom¬ 
panying  conference  report: 

Amendment  No.  1:  This  amendment  changes  the  table  of  contents 
and  the  House  recedes  with  an  amendment  conforming  the  table  of 
contents  to  the  hill  as  agreed  to  in  conference. 

Amendment  No.  2:  This  amendment  integrates  the  defense  tax 
with  the  basic  surtax  rates  in  the  House  hill.  The  lowest  surtax 
bracket  rate  is  therefore  6  percent  as  compared  with  5  percent  under 
the  House  bill  and  the  highest  rate  is  77  percent  as  compared  with  75 
percent  under  the  existing  law  and  under  the  House  bill.  The  House 
recedes. 

Amendment  No.  3:  The  Senate  amendment  adds  to  the  Internal 
Revenue  Code  a  new  supplement,  designated  Supplement  T,  to  pro¬ 
vide  for  the  optional  use  of  a  simplified  return  where  the  gross  income 
does  not  exceed  $3,000,  in  order  that  persons  in  the  lower-income  tax 
brackets,  particularly  those  brought  in  by  the  reduction  of  the  per¬ 
sonal  exemption,  may  be  caused  a  minimum  of  difficulty  in  filling  out 
their  returns.  There  were  no  comparable  provisions  in  the  House 
bill. 

If  the  taxpayer  elects  to  use  this  simplified  plan,  the  amount  of 
the  tax  may  be  readily  ascertained  by  reference  to  a  table  contained 
in  the  bill.  This  simplified  return  may  be  used  only  where  the  tax¬ 
payer’s  income  is  derived  solely  from  salaries,  wages,  compensation 
for  personal  services,  dividends,  interest,  rent,  annuities,  or  royalties. 
If  the  taxpayer  elects  to  use  this  method,  no  deductions  or  credits 
against  net  income  are  allowed.  In  lieu  of  these  deductions  and 
credits,  the  tax  provided  in  the  table  represents  a  reduction,  with 
respect  to  the  average  taxpayer  in  the  bracket,  of  10  percent  of  the  tax 
that  would  otherwise  be  payable  without  such  deductions  or  credits. 
This  10-percent  reduction  has  been  found  to  be  the  effect  of  the 
average  amount  of  deductions  taken  by  persons  in  these  brackets. 
One  set  of  rates  is  provided  for  married  persons  or  heads  of  families 
and  another  is  provided  for  single  persons  (not  heads  of  families). 
In  determining  the  amount  payable,  the  taxpayer  in  either  case 
reduces  his  gross  income  by  $400  for  each  dependent;  then  by  reference 
to  the  appropriate  table  lie  ascertains  the  tax  set  out  opposite  the 
amount  so  determined. 

It  should  be  kept  in  mind  that  the  use  of  the  simplified  return  is  at 
the  option  of  the  taxpayer  and  he  elects  each  year  whether  to  use  this 
method  or  to  file  under  the  general  provisions.  However,  once  the 
return  for  any  year  has  been  filed  under  this  method,  the  election  shall 
be  irrevocable,  and  if  the  taxpayer  files  under  the  general  provisions 
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for  any  year  he  may  not  thereafter  elect  for  such  year  to  be  taxed 
under  the  simplified  method.  Nonresident  alien  individuals,  estates, 
or  trusts  are  not  allowed  to  use  the  simplified  method. 

The  House  recedes. 

Amendment  No.  4:  The  House  bill  made  permanent  the  defense 
tax  imposed  by  section  15  of  the  Internal  Revenue  Code  as  added  by 
section  201  of  the  Revenue  Act  of  1940.  The  Senate  amendment 
integrates  the  defense  tax  rates  with  the  rates  provided  in  section  13 
(b)  (1)  and  (2)  of  the  code,  making  the  basic  rate  24  percent.  In 
the  case  of  corporations  having  net  incomes  of  $25,000  or  less,  the 
rates  under  existing  law  (including  the  defense  tax)  are  graduated 
as  follows:  14.85  percent  on  normal  tax  net  incomes  not  in  excess  of 
$5,000;  16.5  percent  on  the  portion  of  such  net  income  in  excess  of 
$5,000  and  not  in  excess  of  $20,000;  and  18.7  percent  on  the  excess 
over  $20,000.  The  Senate  amendment  integrating  the  defense  tax 
applicable  to  such  net  incomes  makes  the  rates  15,  17  and  19  percent, 
respectively.  Under  the  Senate  amendment  the  alternative  tax 
applicable  to  corporations  having  net  incomes  slightly  in  excess  of 
$25,000  is  $4,250  plus  37  percent  of  the  normal  tax  net  income  in  excess 
of  $25,000.  Under  this  provision  the  full  tax  rate  of  24  percent  does 
not  become  effective  until  the  normal  tax  net  income  of  the  corporation 
reaches  $38,461.54. 

This  amendment  also  integrates  the  defense  tax  with  the  normal 
taxes  on  resident  foreign  corporations  and  on  mutual  investment 
companies,  and  with  the  surtax  on  corporations  improperly  accumu¬ 
lating  surplus. 

The  House  recedes. 

Amendments  Nos.  5,  6,  7,  8,  9,  10,  11,  12,  13,  14,  15,  16,  and  17: 
Section  102  of  the  House  bill  imposed  upon  all  corporations  (includ¬ 
ing  insurance  companies)  except  nonresident  foreign  corporations,  and 
mutual  investment  companies  (the  latter  being  dealt  with  separately) 
a  surtax  of  5  percent  upon  the  first  $25,000  of  the  corporation’s  surtax 
net  income  and  6  percent  upon  the  excess  of  such  income  over  $25,000. 
“Corporation  surtax  net  income”  was  defined  as  net  income  minus  the 
credit  for  dividends  received  provided  in  section  26  (b)  and  thus  in¬ 
cludes  partially  tax-exempt  interest  in  the  tax  base.  The  section  also 
imposed  upon  mutual  investment  companies  a  surtax  upon  Supple¬ 
ment  Q  surtax  net  income  of  such  companies  at  rates  corresponding 
to  those  imposed  upon  corporations  generally. 

The  Senate  amendments  retain  the  surtax  but  in  lieu  of  the  rates 
provided  in  the  House  bill  the  amendment  provides  a  surtax  of  6  per¬ 
cent  on  the  first  $25,000  surtax  net  income  and  7  percent  on  the 
remainder.  Since  the  credit  for  interest  on  partially  tax-exempt  Gov¬ 
ernment  securities  is  not  allowable  in  computing  surtax  net  income, 
the  Senate  amendment  also  provides  that  for  the  purposes  of  the  sur¬ 
tax  the  dividends  received  credit  shall  be  limited  to  85  percent  of  the 
net  income  rather  than  85  percent  of  the  adjusted  net  income. 

These  amendments  also  terminate  the  defense  tax,  the  defense  tax- 
rates  being  integrated  with  the  basic  rates. 

The  House  recedes. 

Amendments  Nos.  18,  19,  20,  21,  22,  23,  24,  25,  26,  and  27:  The 
House  bill  increased  the  rates  of  tax  on  nonresident  alien  individuals 
and  foreign  corporations  and  made  permanent  the  defense  tax. 
These  amendments  retain  the  increased  rates  but  terminate  the 
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defense  tax  and  integrate  the  10  percent  defense  tax  with  the  basic 
rates.  The  amendments  also  reduce  from  $23,800  to  $23,000  the 
amount  of  the  gross  income  at  which  a  nonresident  alien  individual 
becomes  subject  to  the  full  normal  and  surtax  rates.  The  amount  of 
$23,000  represents  the  approximate  point  at  which,  under  the  provi¬ 
sions  of  the  bill,  an  effective  rate  of  27 /  percent  is  reached.  The 
House  recedes. 

Amendments  Nos.  28,  29,  and  30:  These  are  changes  in  section 
numbers;  and  the  House  recedes. 

Amendment  No.  31:  This  amendment  integrates  the  defense  tax 
with  the  basic  rates  of  tax  imposed  upon  personal  holding  companies 
and  transfers  to  avoid  income  tax  and  terminates  the  defense  tax.  The 
House  recedes. 

Amendment  No.  32:  This  amendment  incorporates  a  new  section 
amending  section  25  (b)  (1)  of  the  Code  to  lower  the  personal  exemp¬ 
tion  of  a  married  person  or  the  head  of  a  family  from  $2,000  to  $1,500 
and  the  personal  exemption  of  a  single  person  or  a  married  person  not 
living  with  husband  or  wife  from  $800  to  $750.  The  section  also 
amends  section  25  (b)  (1)  to  provide  a  personal  exemption  of  $750  * 

for  a  married  person  whose  spouse  files  a  separate  return  under  Sup¬ 
plement  T,  added  by  section  102  of  the  bill.  See  amendment  No.  3. 

The  section  also  amends  sections  214  and  251  (f)  of  the  Internal 
Revenue  Code  to  provide  hi  the  case  of  nonresident  aliens  and  citizens 
entitled  to  the  benefits  of  section  251  a  personal  exemption  of  $750  in 
lieu  of  $800  to  conform  with  the  changes  made  in  section  25  (b). 

The  tax  bill  as  reported  by  the  Committee  on  Ways  and  Means 
contained  a  provision  requiring  a  joint  income  tax  return  from  a 
husband  and  wife  living  together.  This  provision  was  estimated  to 
yield  additional  revenue  of  about  $300,000,000.  It  was  stricken 
from  the  bill  by  the  House. 

As  reported  by  the  Finance  Committee  to  the  Senate,  the  bill  con¬ 
tained  a  provision  taxing  a  husband  and  wife  in  a  community  property 
State  on  exactly  the  same  basis  as  persons  similarly  situated  in  non¬ 
community  property  States.  This  provision  was  estimated  to  yield 
$46,800,000.  It  was  eliminated  by  the  Senate  with  the  understand¬ 
ing  that  it  would  be  the  subject  of  hearings  and  action  in  the  adminis¬ 
trative  bill. 

In  view  of  the  action  by  the  House  and  Senate  in  this  regard,  in 
order  to  make  up  this  substantial  loss  in  revenue,  it  is  necessary  to  g 
lower  the  personal  exemption  of  married  persons  from  $2,000  to  $1,500 
and  of  single  persons  from  $800  to  $750.  This  section  will  produce 
added  revenue  of  $303,000,000,  or  approximately  the  amount  lost  by 
the  elimination  of  the  joint  return  provision. 

This  reduction  in  the  personal  exemption  will  require  the  filing  of 
4,930,000  new  income  tax  returns  and  will  increase  the  number  of 
income  tax  payers  by  2,275,000.  Of  the  4,930,000  new  returns, 
4,453,000  will  come  from  married  persons  and  heads  of  families  and 
477,000  will  come  from  single  persons.  Of  the  2,275,000  new  tax¬ 
payers,  1,850,000  will  be  married  persons  and  425,000  will  be  single. 

Of  the  total  amount  of  additional  revenue  to  be  secured  from 
lowering  the  exemptions,  approximately  $47,000,000  will  come  from 
new  taxpayers.  Of  this  amount,  only  $10,000,000  will  come  from  new 
income  tax  returns.  The  balance  of  this  additional  revenue,  $256,- 
000,000  will  be  secured  from  persons  taxable  under  existing  law. 

The  question  of  the  joint  return  and  the  treatment  of  community- 
property  income  will  be  further  considered  by  the  Committees  on 
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Ways  and  Means  and  Finance  in  connection  with  the  bill  dealing  with 
administrative  matters. 

The  House  recedes. 

Amendment  No.  33:  This  amendment  incorporates  a  new  section  to 
amend  sections  51  (a),  142  (a),  and  147  (a)  relating  to  the  requirement 
for  individual  and  fiduciary  returns  and  information  returns  in  order 
to  conform  such  requirement  with  the  changes  in  the  personal 
exemption.  The  House  recedes. 

Amendment  No.  34:  This  is  a  change  in  section  number;  and  the 
House  recedes. 

Amendment  No.  35:  This  is  a  change  in  section  number;  and  the 
House  recedes. 

Amendment  No.  36:  This  amendment  makes  a  clerical  change;  and 
the  House  recedes. 

Amendment  No.  37:  This  amendment  provides  that  the  issuing 
discount  on  certain  short-term  Federal,  State,  and  local  government 
obligations  issued  on  a  discount  basis  on  or  after  March  1,  1941,  shall 
not  be  deemed  to  accrue  until  such  obligations  are  paid  at  maturity, 
sold,  or  otherwise  disposed  of,  and  that  such  obligations  shall  not  be 
treated  as  capital  assets  within  the  meaning  of  section  117  of  the 
Internal  Revenue  Code.  The  principal  effect  of  this  amendment  is 
to  eliminate  the  necessity  (except  in  the  case  of  life-insurance  compan¬ 
ies)  for  making  an  allocation  between  interest  and  capital  gain  or  loss 
on  the  disposition  of  any  such  obligation  and  the  necessity  for  includ¬ 
ing  any  portion  of  the  original  discount  in  income  for  any  taxable 
year  other  than  that  in  which  such  obligation  is  paid  at  maturity, 
sold,  or  otherwise  disposed  of.  Thus,  under  the  amendment  a  person 
owning  a  Treasury  bill  issued  on  or  after  March  1,  1941,  would  not 
be  required  to  include  any  portion  of  the  original  discount  in  income 
for  any  taxable  year  until  that  in  which  it  is  paid  at  maturity,  sold, 
or  otherwise  disposed  of,  and  for  such  year  would  need  only  to  compare 
the  sales  price,  or  the  amount  paid  at  maturity,  with  the  purchase 
price  or  other  basis,  and  account  for  the  net  gain  or  loss.  This  amend¬ 
ment  is  applicable  to  taxable  years  ending  after  February  28,  1941. 
The  House  recedes. 

Amendment  No.  38:  This  is  a  change  in  section  number;  and  the 
House  recedes. 

Amendment  No.  39:  By  this  amendment,  the  Senate  adds  a  new 
section  to  the  bill,  section  117,  entitled  “Alimony  and  separate  main¬ 
tenance  payments.”  This  section  of  the  bill  amended  sections  22, 
23,  and  25  of  the  Internal  Revenue  Code  and  added  a  new  section  to 
Supplement  E  of  chapter  1  of  the  code  in  order  to  treat  periodic  pay¬ 
ments  in  the  nature  of  or  in  lieu  of  alimony  or  an  allowance  for  sup¬ 
port  as  income  to  a  divorced  or  legally  separated  spouse  or  former 
spouse  actually  receiving  such  payments  and  to  allow  the  other  spouse 
(or  former  spouse)  to  deduct  or  exclude  from  his  income  an  amount 
on  account  of  such  payments.  The  conferees  have  deferred  action 
on  the  merits  of  this  amendment  with  the  understanding  that  it  will 
be  considered  in  a  later  bill  dealing  with  administrative  matters. 
The  Senate  recedes. 

Amendment  No.  40:  This  amendment  extends  from  January  1, 
1941,  to  January  1,  1943,  the  time  during  which  an  order  may  be  issued 
by  the  Securities  and  Exchange  Commission,  relating  to  certain  trans¬ 
actions  arising  out  of  the  simplification  or  geographical  integration  of 


12 


REVENUE  BILL  OF  1941 


public-utility  holding-company  systems,  under  which  orders  such 
transactions  are  treated  as  tax-free  exchanges  under  Supplement  R 
of  the  Internal  Revenue  Code. 

The  House  recedes  with  a  technical  amendment. 

Amendment  No.  41:  This  amendment  amends  section  23  (a)  (1) 
of  the  Internal  Revenue  Code  by  inserting  after  the  words  “taxable 
year”  the  words  “in  conserving  and  conducting  the  business  affairs 
of  the  taxpayer”.  The  conferees  have  deferred  action  on  the  merits 
of  this  amendment  with  the  understanding  that  it  will  be  considered 
in  a  later  bill  dealing  with  administrative  matters.  They  were  advised 
by  the  Treasury  Department  that  wherever  possible  final  decision  by 
tlie  Bureau  of  Internal  Revenue  on  issues  arising  under  the  Higgins 
v.  Smith  decision  would  be  deferred  pending  such  later  legislation. 
The  Senate  recedes. 

Amendment  No.  42:  This  is  a  change  in  section  number  and  the 
House  recedes  with  an  amendment  making  a  further  change  in  section 
number. 

Amendment  No.  43:  This  is  a  technical  amendment  and  the  House 
recedes. 

Amendments  Nos.  44,  45,  46,  and  47:  The  House  bill  imposed  a 
special  10-percent  excess-profits  tax,  in  certain  cases  where  the  invested 
capital  credit  is  used,  upon  the  excess  of  the  adjusted  excess  profits 
net  income  under  the  income  method  over  the  adjusted  excess  profits 
net  income  under  the  invested  capital  method. 

These  amendments  strike  from  the  House  bill  the  provisions  relating 
to  this  tax.  The  House  recedes. 

Amendment  No.  48:  This  is  a  change  in  section  number;  and  the 
House  recedes. 

Amendment  No.  49:  This  is  a  technical  amendment  related  to 
Amendment  No.  57.  In  view  of  the  action  on  amendment  No.  57 
the  Senate  recedes. 

Amendment  No.  50:  This  is  a  change  in  section  number;  and  the 
House  recedes. 

Amendment  No.  51:  This  is  a  technical  amendment  designed  to 
make  the  limitations  of  section  718  (a)  (6)  (A)  of  the  Internal  Revenue 
Code,  added  by  section  205  of  the  House  bill,  applicable  to  certain 
exchanges  of  the  same  character  as  those  described  in  the  House  bill 
but  which  were  technically  not  within  such  provision  because  they  are 
governed  by  Supplement  R  of  the  Code  rather  than  section  112  (b)  f 
(3),  (4)  or  (5).  The  House  recedes. 

Amendment  No.  52:  This  amendment  makes  a  clerical  change; 
and  the  House  recedes. 

Amendment  No.  53:  This  amendment  has  the  effect  of  prevent¬ 
ing  a  distribution  of  taxable  stock  dividends  out  of  pre-1941  accu¬ 
mulated  earnings  and  profits  from  constituting  new  capital  solely 
because  of  subsequent  operating  losses  or  because  of  subsequently 
accumulated  but  undistributed  earnings  and  profits,  and  also  has  the 
effect  of  preventing  money  or  property  paid  in  from  constituting  new 
capital  if  such  money  or  property  merely  takes  the  place  of  pre-1941 
accumulated  earnings  and  profits  previously  distributed  after  the 
beginning  of  the  first  taxable  year  which  begins  after  December  31, 
1940.  The  House  recedes. 

Amendment  No.  54:  This  amendment  strikes  out  section  206  of  the 
House  bill,  which  provides  that  section  731  of  the  Internal  Revenue 
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•Code  (exempting  from  excess-profits  tax  income  derived  from  mining 
certain  metals)  shall  not  apply  with  respect  to  any  taxable  year 
beginning  after  December  31,  1940.  The  Senate  recedes. 

Amendment  No.  55:  This  is  a  change  in  section  number  and  the 
House  recedes  with  an  amendment  making  a  further  change  in  section 
number. 

Amendment  No.  56:  This  is  a  technical  amendment  rendered 
unnecessary  by  the  action  taken  on  Senate  amendment  No.  57;  and 
the  Senate  recedes. 

Amendment  No.  57:  This  amendment  allows  corporations  subject 
to  the  capital-stock  tax  to  make  a  new  declaration  of  capital-stock 
value  annually  and  permits  the  Commissioner  to  grant  an  additional 
extension  of  30  days  for  the  filing  of  capital-stock  tax  returns  for  the 
year  ending  June  30,  1941.  The  House  recedes  with  an  amendment 
restoring  the  existing  law  with  respect  to  the  declaration  of  capital- 
stock  valuation. 

Amendment  No.  58:  This  amendment  changed  a  subsection  desig¬ 
nation  from  “(c)”  to  “(f)”.  The  House  recedes  with  an  amendment 
changing  the  designation  to  “(d)”. 

Amendment  No.  59:  This  is  a  clerical  amendment;  and  the  House 
recedes. 

Amendment  No.  60:  This  amendment  integrates  the  defense  tax 
rate  of  the  declared  value  excess  profits  tax  with  the  basic  rate,  and 
makes  technical  changes  in  connection  with  amendment  No.  57,  allowT- 
ing  declaration  of  capital-stock  value  annually  for  capital-stock  tax 
purposes.  The  House  recedes  with  an  amendment  eliminating  the 
technical  changes,  rendered  unnecessary  by  the  action  on  Senate 
amendment  No.  57. 

Amendments  Nos.  61  and  62:  The  House  bill  increased  the  rates 
applicable  to  the  additional  estate  tax  with  respect  to  decedents  dying 
after  the  date  of  enactment  of  the  act,  and  made  permanent  the  defense 
tax  on  net  estates  imposed  by  section  951  of  the  Internal  Revenue 
Code.  By  reason  of  the  integration  of  the  defense  tax  and  the  addi¬ 
tional  estate  tax,  these  amendments  further  increase  the  rates  appli¬ 
cable  to  the  additional  estate  tax,  and  repeal  section  951  of  the  Internal 
Revenue  Code,  which  relates  to  the  defense  tax  rate.  The  House 
recedes. 

Amendment  No.  63:  This  is  an  administrative  amendment  to  the 
estate  tax  provisions  of  the  Internal  Revenue  Code  and  the  Revenue 
Act  of  1926,  relating  to  the  deduction  from  the  gross  estate  of  prop¬ 
erty  previously  taxed.  The  conferees  have  deferred  action  on  the 
merits  of  this  amendment  with  the  understanding  that  it  will  be  con¬ 
sidered  in  a  later  bill  dealing  with  administrative  matters.  The 
Senate  recedes. 

Amendment  No.  64:  This  is  an  administrative  amendment  to  the 
estate  tax  provisions  of  the  Internal  Revenue  Code,  relating  to  the 
determination  of  the  deduction  for  charitable,  etc.,  bequests.  The 
conferees  have  deferred  action  with  the  understanding  that  it  will  be 
considered  in  a  later  bill  dealing  with  administrative  matters.  The 
Senate  recedes. 

Amendment  No.  65:  This  amendment  makes  a  change  in  section 
number;  and  the  Senate  recedes. 

Amendments  Nos.  66  and  70:  The  House  bill  increased  the  rates  for 
computing  the  gift  tax  for  the  calendar  year  1942  and  each  calendar 
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year  thereafter,  and  made  permanent  the  defense  tax  imposed  for  five 
years  by  section  1001  (d)  of  the  Internal  Revenue  Code.  By  reason 
of  the  integration  of  the  defense  tax  and  the  gift  tax,  these  amendments 
further  increase  the  rates  for  computing  the  gift  tax,  and  repeal  sec¬ 
tion  1001  (d)  of  the  Internal  Revenue  Code,  which  relates  to  the  defense 
tax  rate.  The  House  recedes. 

Amendments  Nos.  67,  68,  and  69:  These  amendments  make  clerical 
changes;  and  the  House  recedes. 

Amendments  Nos.  71,  72,  73,  74  and  76:  These  amendments  elim¬ 
inate  the  differential  in  favor  of  brandy  and  subject  brandy  to  the 
same  $4  rate  as  other  distilled  spirits.  In  connection  with  this  change 
a  clerical  amendment  is  made  in  the  heading  of  section  533  (a)  and 
the  floor  stocks  tax  on  brandy  is  made  $1.25,  the  difference  between 
the  rate  of  $2.75  under  existing  law  and  the  $4  rate  under  the  Senate 
amendment.  The  House  recedes. 

Amendments  Nos.  75,  77  and  78:  These  are  clerical  amendments 
dependent  upon  amendment  No.  89,  which  changes  the  effective  date 
of  part  III;  and  the  House  recedes. 

Amendments  Nos.  79,  80,  81,  82  and  83:  These  amendments  increase  g 
the  House  bill  rates  on  still  wines  from  8,  24  and  50  cents  to  10,  35 
and  65  cents,  respectively;  the  rate  of  4  cents  on  sparkling  wines 
to  7  cents;  and  the  rate  of  2%  cents  on  artificially  carbonated  wines 
and  on  liqueurs,  cordials,  and  similar  compounds  to  3%  cents.  The 
House  recedes  on  amendments  Nos.  81,  82  and  83  and  recedes  on 
amendment  No.  80  with  an  amendment  reducing  the  35-cent  rate 
on  still  wines  containing  more  than  14  percent  and  not  exceeding  21 
percent  of  absolute  alcohol  to  30  cents.  The  Senate  recedes  on 
amendment  No.  79,  thereby  reverting  to  the  8-cent  rate  in  the  House 
bill  on  still  wines  containing  not  more  than  14  percent  of  absolute 
alcohol. 

Amendments  Nos.  84,  85  and  86:  These  are  clerical  amendments 
dependent  upon  amendment  No.  89,  which  changes  the  effective  date 
of  part  III;  and  the  House  recedes. 

Amendment  No.  87:  The  House  bill  imposed  a  floor  stocks  tax  on 
tires  and  tubes  held  for  sale  on  the  effective  date  of  part  III  of  title  V  , 
of  the  Revenue  Act  of  1941.  The  amendment  makes  the  tax  appli¬ 
cable  to  tires  and  tubes  held  on  October  1,  1941,  the  effective  date  of 
such  part  under  amendment  No.  89;  and  the  House  recedes. 

Amendment  No.  88:  The  House  bill  made  amendments  made  by 
part  III  of  title  V  applicable  with  respect  to  the  period  beginning  with 
the  effective  date  of  this  part.  The  amendment  makes  the  amend¬ 
ments  made  by  part  III  of  title  V  applicable  with  respect  to  the  period  I 
beginning  with  October  1,  1941;  and  the  House  recedes. 

Amendment  No.  89:  The  House  bill  provided  that  part  III  of 
title  V  shall  take  effect  on  the  first  day  of  the  first  month  which 
begins  more  than  10  days  after  the  date  of  the  enactment  of  this  act. 

The  amendment  makes  part  III  effective  October  1,  1941;  and  the 
House  recedes. 

Amendments  Nos.  90  and  92:  The  House  bill  exempted  from  admis¬ 
sions  tax  payments  for  admission  which  are  less  than  10  cents.  It  also 
provided  that  amounts  paid  for  admission  by  season  ticket  or  sub¬ 
scription  should  be  exempt  only  if  the  amount  which  would  be  charged 
to  the  holder  or  subscriber  for  a  single  admission  would  be  less  than 
10  cents.  These  amendments  allow  the  exemption  with  respect  to 
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charges  under  10  cents  only  as  to  children  under  12  years  of  age  and 
eliminate  the  provision  of  the  House  bill  relative  to  season  tickets  or 
subscriptions;  and  the  House  recedes. 

Amendment  No.  91:  The  House  bill  exempted  children  under  12 
years  of  age  from  the  provision  that  in  the  case  of  persons  admitted 
free  or  at  reduced  rates  an  equivalent  tax  shall  be  collected  based  on 
the  price  charged  to  other  persons  for  the  same  or  similar  accommoda¬ 
tions.  The  amendment  extends  the  exemption  to  persons  under  18 
years  of  age;  and  the  Senate  recedes. 

Amendments  Nos.  93  and  94:  The  House  bill  terminated  the  exemp¬ 
tions  from  admissions  tax  extended  bv  section  1701  of  the  Internal 
Revenue  Code  with  respect  to,  among  others,  certain  religious, 
educational,  or  charitable  entertainments;  agricultural  fairs;  and 
certain  concerts  conducted  by  certain  civic  or  community  member¬ 
ship  associations.  The  amendments  restore  these  exemptions  and 
also  exempt  admissions  to  entertainments  conducted  by  public  or 
parochial,  elementary  or  high  schools;  and  the  Senate  recedes. 

Amendment  No.  95:  This  amendment  makes  the  floor  stocks  tax 
on  matches  imposed  by  the  House  bill  effective  on  October  1,  1941, 
the  effective  date  of  part  IV  of  title  V  of  the  bill  under  amendment 
No.  103;  and  the  House  recedes. 

Amendment  No.  96:  By  section  548  the  House  bill  imposed  on 
telephone,  telegraph,  cable,  and  radio  dispatches,  messages,  and  con¬ 
versations  for  which  the  charge  is  more  than  24  cents,  a  tax  at  the 
rate  of  5  cents  for  each  50  cents  or  fraction  thereof  of  the  charge. 
The  amendment  confines  this  tax  to  telephone  or  radio  telephone 
messages  or  conversations  and  imposes  in  the  case  of  each  telegraph, 
cable,  or  radio  dispatch  or  message  a  tax  of  10  per  centum  of  the 
amount  of  the  charge. 

Section  548  of  the  House  hill  also  imposed  a  tax  equivalent  to 
5  percent  of  the  amount  paid  for  (A)  leased  wire  or  talking  circuit 
special  service  or  (B)  wire  and  equipment  service  (including  tele¬ 
typewriter  service,  burglar  alarm  service,  news  ticker  service  and 
I  stock  quotation  and  information  services,  and  all  other  similar  serv¬ 
ices).  The  amendment  imposes  a  10-percent  tax  with  respect  to 
leased  wire,  teletypewriter  or  talking  circuit  special  service  and  a 
5-percent  tax  with  respect  to  amounts  paid  for  wire  and  equipment 
service,  but  not  including  burglar  or  fire  alarm  service. 

The  House  recedes  with  an  amendment  subjecting  burglar  and 
fire  alarm  service  to  the  5-percent  tax. 

Amendment  No.  97:  This  amendment  increases  the  tax  imposed 
on  the  amount  paid  by  subscribers  for  local  telephone  service  from 
5  percent  as  fixed  by  the  House  bill  to  10  percent;  and  the  House 
recedes  with  an  amendment  fixing  the  rate  at  6  percent. 

Amendments  Nos.  98  and  99:  The  House  bill,  in  certain  cases, 
exempts  from  the  taxes  under  section  3465  of  the  Internal  Revenue 
Code,  as  amended  by  section  548  of  the  House  bill,  any  payment 
received  from  any  person  for  services  or  facilities  utilized  in  the  col¬ 
lection  of  news  for  the  public  press,  or  radio  broadcasting,  or  in  the 
dissemination  of  news  through  the  public  press.  The  amendments 
also  exempt  news-ticker  services  furnishing  a  general  news  service 
similar  to  that  of  the  public  press;  and  the  House  recedes. 

Amendments  Nos.  100,  101,  and  102:  The  House  bill  provided  that 
in  the  case  of  leases,  contracts  of  sale,  or  conditional  sales  and  deliv- 
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cries  thereunder  made  before  July  1,  1941,  payments  made  subsequent 
to  the  effective  date  of  part  IV  of  Title  V  were  to  be  taxed  at  the  rate 
in  force  prior  to  such  effective  date.  The  amendments  apply  this 
provision  to  leases,  contracts  of  sale,  and  conditional  sales  and 
deliveries  thereunder  made  prior  to  October  1,  1941,  the  effective  date 
of  such  part  under  amendment  No.  103.  The  House  recedes. 

Amendments  Nos.  103,  104,  105,  106,  107,  and  108:  These  amend¬ 
ments  change  the  effective  dates  of  certain  provisions,  the  effective 
date  in  the  case  of  amendments  Nos.  103,  104,  and  105,  being  October 
1,  1941,  and  the  effective  date  in  the  case  of  amendment  No.  106  being 
October  5,  1941,  and  in  the  case  of  amendments  Nos.  107  and  108, 
being  October  6,  1941 ;  and  the  House  recedes. 

Amendment  No.  109:  This  amendment  eliminates  the  taxes  on 
soft  drinks,  finished  or  fountain  syrups  and  carbonic  acid  gas  imposed 
by  the  House  bill;  and  the  House  recedes. 

Amendment  No.  110:  This  is  a  change  of  section  number;  and  the 
House  recedes. 

Amendment  No.  Ill:  This  amendment  eliminates  the  tax  imposed 
by  the  House  bill  on  artificial  lures,  baits,  and  flies;  and  the  Senate 
recedes. 

Amendments  Nos.  112,  113,  and  114:  These  amendments  make  the 
tax  imposed  by  the  House  bill  on  certain  electrical  appliances  appli¬ 
cable  also  to  gas  or  oil  water  heaters  and  gas  or  oil  appliances  used  for 
cooking,  warming,  etc. ;  and  the  House  recedes. 

Amendments  Nos.  115  and  116:  These  amendments  delete  the 
names  of  certain  business  appliances  made  taxable  by  the  House  bill 
and  provide  appropriate  descriptions  for  such  appliances  not  already 
covered  under  other  designations;  and  the  House  recedes. 

Amendment  No.  117:  The  House  bill  taxed  only  washing  machines 
of  the  kind  used  in  commercial  laundries.  The  amendment  extends 
the  tax  to  domestic  washing  machines  and  other  washing  machines 
generally;  and  the  Senate  recedes. 

Amendment  No.  118:  This  amendment  imposes  a  10  percent  manu¬ 
facturers’  excise  tax  on  electric  light  bulbs.  The  House  recedes  with  . 
an  amendment  excluding  articles  otherwise  taxable,  reducing  the  tax 
to  5  percent,  and  making  it  clear  that  the  tax  applies  to  electric  light 
tubes. 

Amendments  Nos.  119  and  124:  The  House  bill  imposed  a  tax  on 
jewelry  and  other  enumerated  articles  sold  at  retail.  Amendment 
No.  124  deletes  this  tax  but  amendment  No.  119  substitutes  a  tax 
on  similar  articles  sold  by  the  manufacturer,  producer,  or  importer 
with  an  exemption  of  fountain  pens  if  the  only  part  of  the  pen  which 
consists  of  precious  metals  is  the  point  or  other  essential  nart  not  used 
for  ornamental  purposes.  The  Senate  recedes  on  amendment  No. 

1 19.  The  House  recedes  on  amendment  No.  124  with  an  amendment 
restoring  the  tax  on  articles  sold  at  retail,  and  excepting  fountain 
pens  if  the  only  parts  of  the  pen  which  consist  of  precious  metals  are 
points  or  other  essential  parts  not  used  for  ornamental  purposes. 

Amendment  No.  120:  This  amendment  eliminates  a  provision  of 
the  House  bill  that  an  article  subject  to  jewelry  tax  shall  not  be  subject 
to  any  other  tax  imposed  by  section  551  (552  of  the  House  bill);  and 
the  Senate  recedes. 

Amendment  No.  121:  This  amendment  is  clerical;  and  the  Senate 
recedes. 
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Amendment  No.  122:  This  amendment  makes  the  effective  date 
of  section  551,  October  1,  1941,  instead  of  the  first  day  of  the  first 
month  which  begins  more  than  10  days  after  the  enactment  of  the 
act;  and  the  House  recedes. 

Amendment  No.  123:  This  is  a  change  in  section  number;  and  the 
House  recedes. 

Amendments  Nos.  125  and  126:  These  are  changes  in  section 
numbers;  and  the  Senate  recedes. 

Amendment  No.  127:  Under  the  House  bill,  toilet  preparations 
used  by  a  barber  shop,  beauty  parlor,  or  similar  establishment,  in 
the  treatment  of  any  customer  or  patron  were  considered  as  sold  at 
retail  and  were  subject  to  tax  at  10  percent  of  their  fair  retail  price, 
as  determined  by  the  Commissioner.  Under  the  amendment,  sales 
of  toilet  preparations  to  such  establishments  are  treated  as  sales 
at  retail.  Sales  by  such  establishments  are  also  considered  sales  at 
retail  under  the  amendment,  but  in  such  a  case  the  tax  imposed 
is  credited  with  the  tax  paid  on  the  sale  to  the  establishment.  The 
House  recedes. 

Amendment  No.  128:  This  is  a  change  in  section  number  and  the 
Senate  recedes. 

Amendment  No.  129:  This  amendment  provides  certain  rules  for 
determining  the  taxable  price  of  an  article  subject  to  retailers’  excise 
tax.  It  provides  that  charges  for  coverings  and  containers  and  for 
placing  the  article  in  condition  packed  ready  for  shipment  shall  be 
included,  but  excludes  the  tax  itself.  There  is  also  excluded,  if  stated 
as  a  separate  charge,  the  amount  of  any  retail  sales  tax  imposed  by 
any  State,  or  Territory,  or  political  subdivision  of  the  foregoing,  or 
the  District  of  Columbia.  The  House  recedes. 

Amendments  Nos.  130  and  131:  These  amendments  change  section 
numbers;  and  the  Senate  recedes. 

Amendments  Nos.  132  and  133:  The  House  bill  provided  that  the 
retail  excise  taxes  should  not  apply  to  jewelry  or  furs  if  the  article  was 
the  subject  of  a  lease,  contract  for  sale,  or  conditional  sale  and  delivery 
was  made  and  part  of  the  consideration  was  paid  before  July  1,  1941. 
Amendment  No.  132  is  a  technical  amendment  related  to  amendments 
Nos.  124  and  126.  Amendment  No.  133  changes  “July  1,  1941”  to 
“October  1,  1941”.  The  Senate  recedes  on  amendment  No.  132,  in 
conformity  with  the  action  on  amendments  Nos.  124  and  126.  The 
House  recedes  on  amendment  No.  133. 

Amendments  Nos.  134,  135,  and  136:  These  amendments  change 
section  numbers;  and  the  Senate  recedes. 

Amendment  No.  137:  This  amendment  prohibits,  under  penalty, 
in  connection  with  the  sale  or  lease,  or  offer  for  sale  or  lease,  of  any 
article  subject  to  retailers’  excise  tax,  the  making  of  any  statement, 
written  or  oral,  in  advertisement  or  otherwise,  intended  or  calculated 
to  lead  any  pei-son  to  believe  that  the  price  does  not  include  the  tax. 
The  House  recedes  with  a  clerical  amendment. 

Amendments  Nos.  138  and  139:  These  amendments  make  the 
retailers’  excise  taxes  effective  as  of  October  1 ,  1941,  and  terminate  the 
manufacturers’  tax  on  toilet  articles  as  of  the  same  date;  and  the 
House  recedes. 

Amendment  No.  140:  This  amendment,  in  clarification  of  existing 
language,  amends  section  3440  of  the  Internal  Revenue  Code  to  pro- 
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vide  specifically  that  a  renewal  or  extension  of  a  lease,  or  subsequent 
lease,  shall  be  considered  a  taxable  sale.  The  House  recedes. 

Amendment  No.  141:  This  amendment  permits  liability  for  a 
manufacturers’  excise  tax  imposed  by  the  bill  to  be  shifted  from  the 
manufacturer  to  the  vendee  in  any  case  where,  prior  to  the  effective 
date  of  part  V  of  title  V  of  the  bill  (October  1,  1941,  under  amendment 
No.  156),  any  person  has  made  a  bona  fide  contract  for  the  sale  after 
that  date  of  any  article  with  respect  to  the  sale  of  which  a  tax  is 
imposed  or  an  existing  tax  is  increased  by  the  bill  and  such  contract 
does  not  permit  the  adding  of  the  tax,  unless  the  contract  prohibits 
such  addition.  The  House  recedes. 

Amendment  No.  142:  This  amendment  provides  a  refund  of  the  tax 
on  photographic  apparatus  imposed  by  section  551  (552  in  the  House 
bill)  paid  on  unexposed  motion  picture  films  used  or  resold  for  use  in 
the  making  of  news  reel  motion  picture  films;  and  the  House  recedes. 

Amendment  No.  143:  This  amendment  allows,  with  respect  to  auto¬ 
mobile  radios  sold  or  used  in  connection  with  the  sale  of  automobiles 
and  similar  articles,  a  credit  similar  to  that  allowed  with  respect  to 
tires  and  tubes  when  so  sold  or  used.  The  House  recedes  with  a 
clari  fying  amend  men  t . 

Amendment  No.  144:  Under  this  amendment,  refund  of  tax  paid 
on  distilled  spirits  would,  under  certain  limitations  therein  provided, 
be  allowed  at  the  rate  of  $1  per  proof  gallon  in  the  case  of  distilled 
spirits  used  in  the  manufacture  or  production  of  an  article  intended  for 
use  for  nonbeverage  purposes  and  sold  for  such  use.  The  Senate 
recedes. 

Amendment  No.  145:  This  amendment  makes  the  tax  on  payments 
for  transportation  of  persons  applicable  with  respect  to  payments  on 
or  after  October  1,  1941,  instead  of  the  first  month  which  begins  more 
than  ten  days  after  the  date  of  the  enactment  of  the  act,  as  provided 
in  the  House  bill.  The  House  recedes  with  an  amendment  changing 
the  date  to  October  10,  1941. 

Amendment  No.  146:  This  amendment,  in  certain  cases,  exempts 
from  transportation  tax  payments  for  transportation  of  military  or 
naval  personnel;  and  the  House  recedes. 

Amendment  No.  147:  The  House  bill  imposed  an  occupational  tax 
of  $25  per  annum  with  respect  to  the  operation  of  a  pin-ball  game,  a 
slot  machine,  or  similar  amusement  or  gaming  device.  The  amend¬ 
ment  establishes  two  different  rates  of  tax;  $10  per  annum  in  the  case 
of  a  pin-ball  game,  or  similar  game  or  amusement  machine,  and  $50 
with  respect  to  so-called  slot  machines,  the  operation  of  which  involves 
an  element  of  chance;  and  the  House  recedes. 

Amendment  No.  148:  The  House  bill  provided  with  respect  to  the 
year  ending  June  30,  1942,  that  the  tax  on  the  operation  of  a  coin- 
operated  game  or  other  amusement  or  gaming  device  should  not  be 
applicable  with  respect  to  operation  prior  to  the  effective  date  of  part 
V  of  title  V  of  the  Revenue  Act  of  1941.  The  amendment  fixes  October 
1,  1941,  as  the  date  prior  to  which  operation  of  such  device  shall  not 
cause  tax  liability  to  be  incurred.  The  House  recedes. 

Amendments  Nos.  149  and  150:  These  amendments  reduce  the  tax 
on  the  operation  of  a  bowling  alley,  billiard  table,  or  pool  table  from 
$15  to  $10  per  annum,  and  make  the  date  prior  to  which  operation 
shall  not  cause  tax  liability  to  be  incurred  October  1,  1941.  The 
House  recedes. 
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Amendment  No.  151:  This  amendment  eliminates  the  tax  imposed 
by  the  House  bill  upon  every  person  who  engages  in  business  as  a 
lessor  of  billboards;  and  the  House  recedes. 

Amendment  No.  152:  This  amendment  makes  a  change  in  section 
number;  and  the  House  recedes. 

Amendments  Nos.  153  and  154:  The  House  bill  exempted  from  the 
tax  on  the  use  of  boats,  boats  used  exclusively  for  trade,  and  so  forth. 
These  amendments  change  “exclusively”  to  “chiefly”  and  also  exempt 
boats  used  by  the  Sea  Scouts  Department  of  the  Boy  Scouts  of 
America  chiefly  for  training  scouts  in  seamanship.  The  House 
recedes. 

Amendment  No.  155:  The  House  hill  authorized  the  Postmaster 
General  to  cooperate  with  the  Commissioner  of  Internal  Revenue  in 
the  sale  of  stamps,  stickers,  or  tags  used  for  payment  of  the  tax  on  the 
use  of  motor  vehicles  and  boats.  By  the  Senate  amendment,  the  Sec¬ 
retary  of  the  Treasury  is  authorized  and  directed  to  advance  from  time 
to  time  to  the  Postmaster  General  such  sums  as  the  Postmaster  Gen¬ 
eral  may  show  shall  be  required  in  the  performance  of  such  services. 
The  House  recedes  with  an  amendment  authorizing  the  appropriation 
of  such  sums  as  may  be  necessary  to  enable  the  Secretary  of  the 
Treasury  to  make  the  advances  to  the  Postmaster  General. 

Amendment  No.  156:  This  amendment  changes  a  section  number; 
and  the  House  recedes. 

Amendment  No.  157:  This  amendment  provides  that  part  V  of 
title  V  of  the  bill  shall  be  effective  October  1,  1941;  and  the  House 
recedes. 

Amendment  No.  158:  This  amendment  provides  that  the  taxes 
collected  with  respect  to  the  processing  of  coconut  oil  originating  in 
Guam  or  American  Samoa  shall  be  held  as  separate  funds  and  paid 
to  the  Treasuries  of  these  possessions,  with  a  condition  that  such 
funds  shall  not  be  used  to  subsidize  producers  of  copra,  coconut  oil, 
or  allied  products  in  such  possessions;  and  the  House  recedes. 

Amendment  No.  159:  This  amendment  eliminates  the  tax  imposed 
by  the  House  bill  with  respect  to  the  operation  of  a  radio  broadcasting 
station  or  engaging  in  network  broadcasting;  and  the  House  recedes. 

Amendment  No.  160:  This  amendment  establishes  a  committee  to 
investigate  nonessential  Federal  expenditures.  The  committee  is  to 
be  composed  of  (a)  three  members  of  the  Senate  Committee  on 
Finance  and  three  members  of  the  Senate  Committee  on  Appropria¬ 
tions,  to  be  appointed  by  the  President  of  the  Senate;  (b)  three  mem¬ 
bers  of  the  House  Committee  on  Ways  and  Means,  and  three  members 
of  the  House  Committee  on  Appropriations,  to  be  appointed  by  the 
Speaker  of  the  House  of  Representatives;  and  (c)  the  Secretary  of  the 
Treasury  and  the  Director  of  the  Bureau  of  the  Budget.  It  shall  he 
the  duty  of  such  committee  to  make  a  complete  study  and  investiga¬ 
tion  of  all  expenditures  of  the  Federal  Government  with  a  view  to 
recommending  the  elimination  or  reduction  of  all  such  expenditures 
deemed  to  be  nonessential.  The  committee  shall  report  to  the 
President  and  to  the  Congress  the  result  of  its  study  together  with  its 
recommendations  at  the  earliest  practicable  date.  It  is  given  the 
authority  and  powers  commonly  given  to  similar  committees  of  the 
Senate  and  will  operate  under  an  appropriation  not  to  exceed  $10,000. 
The  House  recedes. 
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Amendment  No.  161:  This  amendment  amends  section  1303  of  the 
Revenue  Act  of  1918,  as  amended,  to  strike  out  “President  of  the 
Senate”  wherever  it  appears  therein  and  insert  in  lieu  thereof  “Presi¬ 
dent  pro  tempore  of  the  Senate.”  The  House  recedes. 

Amendment  No.  162:  This  amendment  allows  further  time  within 
which  a  taxpayer  may  pay  contributions  into  an  unemployment  fund 
under  a  State  law  and  obtain  credit  therefor  against  the  Federal 
unemployment  tax  for  1936,  1937,  1938,  1939,  or  1940.  There  wris 
no  comparable  provision  in  the  House  bill.  In  each  of  the  past  3 
years  a  similar  provision  of  law  has  been  enacted.  Since  this  tax 
has  been  in  effect  for  more  than  5  years,  a  period  in  which  taxpayers 
have  had  ample  opportunity  to  familiarize  themselves  with  the  time 
limitation  provided  in  the  permanent  law  and  to  take  advantage  of 
prior  relief  legislation,  the  conferees  are  in  agreement  with  the  state¬ 
ment  of  the  Finance  Committee  of  the  Senate  that  this  relief  legisla¬ 
tion  should  be  the  last  of  its  kind  to  be  enacted.  The  House  recedes 
with  a  clerical  amendment. 

Amendment  No.  163:  This  amendment  adds  a  new  section  which 
amends  the  provisions  of  title  II  of  the  Labor-F ederal  Security  Appro- 
priation  Act,  1942,  relating  to  the  appropriation  available  to  the  Social 
Security  Board  for  grants  to  States  for  unemployment  compensation 
administration.  The  conferees  were  impressed  with  the  purpose  of 
this  amendment,  but  due  to  difficulties  of  working  out  a  suitable  pro¬ 
vision,  action  on  the  merits  was  deferred  with  the  understanding  that 
it  would  be  considered  in  a  later  bill.  The  Senate  recedes. 

Amendment  No.  164:  This  amendment  adds  a  new  section  amend¬ 
ing  section  401  of  the  Second  Revenue  Act  of  1940  (relative  to  the  sus¬ 
pension  of  the  Vinson-Trammell  Act  in  the  case  of  contracts  or  sub¬ 
contracts  not  completed  before  the  contractors’  or  subcontractors’ 
first  excess  profits  tax  taxable  year)  to  provide  that  for  the  purposes- 
of  such  section  a  contract  or  subcontract  shall  be  deemed  to  be  com¬ 
pleted  on  the  date  on  which  final  delivery  and  acceptance  of  the  vessel 
or  other  article  specified  therein  is  made.  The  conferees  have  deferred 
action  on  the  merits  of  this  amendment  with  the  understanding  that 
it  will  be  considered  in  a  later  bill  dealing  with  administrative  matters- 
The  Senate  recedes. 

R.  L.  Doughton, 

Thos.  PI.  Cullen, 

Jere  Cooper, 

John  W.  Boehne,  Jr., 

Allen  T.  Treadway, 

Harold  Knutson, 

Daniel  A.  Reed, 

Managers  on  the  part  of  the  House. 


1941 


CONGRESSIONAL  RECORD— HOUSE 


7411 


Dilliam  A.  Dean,  Jr.  Archibald  Stone,  Jr. 
Sbert  E.  Wheeler  John  C.  Martin 
iam  W.  Stark,  Jr.  Charles  M.  Bertholf 
George  P.  Davis  Charles  B.  Farwell 

Allen  W.  Moore  John  W.  Geist 

William  T.  Kinsella  Claude  P.  Bailey 
Clayton  S.  Clark 

The  following-named  lieutenants  (junior 
grade)  to  be  lieutenants  in  the  Navy,  to  rank 
from  the  date  stated  opposite  their  names: 
Thomas  H.  DuBois,  August  1,  1941. 

Isaiah  M.  Hampton,  August  1,  1941. 

Russell  B.  Allen,  August  1,  1941. 

David  A.  Sooy,  August  1,  1941. 

James  L.  P.  McCallum.  August  1,  1941. 
Thomas  F.  Sharp,  August  1,  1941. 
Raymond  E.  Doll,  August  1,  1941. 

William  C.  Abhau,  August  1,  1941. 
Lawrence  L.  Edge,  August  27,  1941. 

William  F.  Petrovic,  September  1,  1941. 
Ben  W.  Sarver,  Jr.,  September  1,  1941. 
Jesse  B.  Gay,  Jr.,  September  1,  1941. 

Ralph  M.  Metcalf,  September  1,  1941. 

John  N.  Shaffer,  September  1,  1941. 

David  W.  Taylor.  Jr.,  September  2,  1941. 
The  following-named  ensigns  to  be  lieu¬ 
tenants  (junior  grade)  in  the  Navy  from  the 
2d  day  of  June  1941: 

Everett  A.  Trickey 
Roy  O.  Hale,  Jr. 
Richard  G.  Crommelin 
James  A.  Masterson 
Thomas  R.  Ingham 


John  M.  Waters 
Robert  R.  R.  Worth¬ 
ington 

Kenneth  S.  Brown 
Harry  C.  Mason 


Russell  H.  Hedgecock  Wendell  W.  Suydam 


Vernon  R.  Hayes 
Richard  H.  Bowers 
James  A.  Marks 
Charles  R.  Norris,  Jr. 
Donald  B.  Ramage 
Douglas  H.  Pugh 
Francis  H.  Huron 
Cecil  R.  Welte 
Arthur  F.  Johnson 
John  R.  Brown 
Jackson  H.  Raymer 
Leonard  E.  Harmon 
William  R.  Glennon 
James  R.  Payne 


John  E.  Wicks,  Jr. 
William  P.  Riesenberg 
Irving  J.  Superfine 
Carl  B.  A.  Holmstrom 
Charles  E.  Pond 
John  T.  Eversole 
Walter  A.  Sharer 
Wilmer  E.  Rawie 
Cecil  V.  Johnson 
William  J.  Tate,  Jr. 
Oscar  B.  Parker 
Walter  H.  Kreamer 
William  K.  Ratliff 
Charles  M.  Robertson 


William  M.  Laughlin,  William  L.  Lamberson 


Jr. 

Robert  G.  Bidwell 
Arthur  B.  Yeates,  Jr. 
James  E.  Brenner,  Jr. 
Gordon  F.  Smale 
Edwin  M.  Westbrook, 
Jr. 


Samuel  H.  Hunter,  Jr. 
Henry  E.  Surface 
Robert  D.  Cox,  Jr. 
Vincent  M.  Sim 
Alvin  F.  Sbisa 
James  H.  Ray 
Robert  L.  Middleton 

Assistant  Paymaster  Dennison  C.  Ambrose 
to  be  a  passed  assistant  paymaster  in  the 
Navy,  with  the  rank  of  lieutenant,  from  the 
1st  day  of  July  1941. 

Chaplain  William  W.  Elder  to  be  a  chaplain 
in  the  Navy,  with  the  rank  of  captain,  from 
the  1st  day  of  July  1940. 

Gunner  Charles  E  Conboy  to  be  a  chief 
gunner  in  the  Navy,  to  rank  with  but  after 
ensign,  from  the  1st  day  of  July  1941. 

Lt.  Comdr.  Orville  K.  O’Daniel  to  be  a  lieu¬ 
tenant  commander  in  the  Navy  from  the  1st 
day  of  April  1941,  to  correct  the  date  of  rank 
as  previously  nominated  and  confirmed. 

The  following-named  lieutenants  to  be 
lieutenants  in  the  Navy’,  to  rank  from  the 
date  stated  opposite  their  names,  to  correct 
the  date  of  rank  as  previously  nominated  and 
confirmed : 

Edward  F.  Jackson,  April  1,  1941. 

Richard  L.  Poor,  April. 1,  1941. 

Irvin  L.  Dew,  May  1,  1941 

Francis  E.  Fleck,  July  1,  1941. 

The  following-najfied  lieutenants  (Junior 
grade)  to  be  lieutenants  in  the  Navy,  to  rank 
from  the  date  ^jfc&ted  opposite  their  names: 

Charles  Antqniak,  July  1,  1941. 

Albert  P.  Coffin,  August  1,  1941. 

The  following-named  ensigns  to  be  lieu¬ 
tenants  (Junior  grade)  in  the  Navy,  to  rank 
from  the  2d  day  of  June  1941: 


Lodwick'E.  Alford 
Charles  A  Anderson 
John^F  Bauer 
Jo^X.  Bettingei  Jr. 
m  T.  Bland  3d 


Cecil  A  Bolam 
John  L.  Erickson 
Grant  S  Heston 
Alan  J.  Holmes 
Curtis  W.  Howard 


Herbert  R.  Kabat  Clarence  A.  Melvin 
Edgar  J.  Kemp,  Jr.  Albert  R.  Olsen 
William  M.  Klee  William  O.  Spears,  Jr. 
Randolph  Klippel  Ernest  W.  Wood,  Jr. 

The  following-named  acting  chaplains  to 
be  chaplains  in  the  Navy,  with  the  rank  of 
lieutenant,  to  rank  from  the  1st  day  of 
August  1941: 

Roland  W.  Faulk  Emil  F.  Redman 
Francis  J.  McManus  Frederick  Volbeda 

The  following-named  boatswains  to  be  chief 
boatswains  in  the  Navy,  to  rank  with  but 
after  ensign,  from  the  1st  day  of  July  1941: 

Herbert  F.  Hugo 

William  F.  Dunham 

Asst.  Surg.  Eugene  P.  Harris  to  be  a  passed 
assistant  surgeon  in  the  Navy,  with  the  rank 
of  lieutenant,  to  rank  from  the  1st  day  of 
April  1941. 

Albert  B.  Larson  to  be  an  assistant  dental 
surgeon  in  the  Navy,  with  the  rank  of  lieu¬ 
tenant  (junior  grade),  to  rank  from  the  8th 
day  of  September  1941. 


CONFIRMATIONS 

Executive  nominations  confirmed  by 
the  Senate  September  15,  1941: 

Postmasters 

FLORIDA 

Mansell  A.  Orchard,  Auburndale. 

Walter  Edward  Clark,  Fruitland  Park. 
Martha  J.  Metz,  North  Miami. 

Mamie  M.  Baber,  Ormond. 

INDIANA 

Henry  E.  White,  Franklin. 

IOWA 

Bernadette  M.  Presho,  Marquette. 

Gladys  Hadley,  New  Providejice. 

Hazel  Horning,  Richland. 

MARYLAND 

Elizabeth  H.  Birch,  Crownsville. 

Michael  J.  Sullivan^  Eilicott  City. 

NEBRASKA 

Arthur  M.  Hart,  Bfirchard. 

William  Earl  Gocdhard,  Elkhorn. 

Virginia  A.  Tuey,  Madrid. 

Howard  W.  Botsford,  Meadow  Grove. 
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NEW  JERSEY 


Paul  N.  Bmdenach,  Riegelsville. 

NEW  YORK 

Editl>  A.  Wyman,  Dover  Plains. 

Walter  Stanhope,  Thiells. 

Ledna  M.  Carr,  Union  Springs. 

William  A.  Quigley,  Yorktown  Heights. 

OHIO 

John  E.  Doyle,  Youngstown. 

SOUTH  DAKOTA 

Ole  Peterson  Ronning,  Valley  Springs. 

TEXAS 

William  Edward  Wade,  Jayton. 

WISCONSIN 

Ella  W.  Wcidner,  Abrams. 

Howard  E.  Bitney,  Clayton. 

Thomas  A.  Lowerre,  Delafield. 

Erna  Bond,  Eagle  River. 

Eertrand  E.  Sands,  Eleva. 

Edmund  P.  Johnson,  Rosholt. 


HOUSE  OF  REPRESENTATIVES 

Monday,  September  15,  1941 

The  House  met  at  12  o’clock  noon  and 
was  called  to  order  by  the  Speaker,  Mr. 
Rayburn. 

The  Chaplain,  Rev.  James  Shera 
Montgomery,  D.  D.,  offered  the  following 
prayer : 

Out  of  the  depths  do  we  cry  unto  Thee, 
O  Lord,  for  our  trust  is  in  Thy  forgiving 


love.  With  ample  powers  with  which 
Thou  hast  endowed  us,  we  pray  Thee  to 
fit  us  for  a  large  service  in  these  days  so 
momentous,  strong  by  the  sense  of  Thy 
strength,  wise  by  the  sense  of  Thy  wis¬ 
dom,  and  good  by  the  sense  of  Thy  good¬ 
ness.  O  God,  in  a  world  in  which  hu¬ 
manity  is  bleeding  and  dying  and  with 
its  burdened  heart,  wrestling  for  the  day¬ 
break,  Thou  hast  given  us  a  glorious 
heritage  in  a  land  of  plenty.  As  its 
servants  help  us  to  stoop  to  its  burdens 
and  share  its  hardships.  Let  our  coun¬ 
try  hear  Thy  voice  crying  in  the  wilder¬ 
ness,  from  the  sea,  air,  and  mountain, 
quickening  our  capacities,  opening  our 
hearts  and  minds  to  carry  forward  the 
sacred  tenets  of  our  democracy.  Wield 
Thy  scepter,  Almighty  God,  saving  us 
from  those  subversive  elements  couched 
in  prejudice,  egotism,  and  selfishness;  let 
the  guidance  of  Thy  eternal  truth  never 
fail  us.  Suffer  not  our  hearts  to  languish 
nor  our  souls  to  fear,  but  undismayed, 
will  we  always  seek  to  do  our  whole  duty. 
Through  Jesus  Christ  our  Lord.  Amen. 

The  Journal  of  the  proceedings  of 
Thursday,  September  11,  1941,  was  read 
and  approved. 

MESSAGE  FROM  THE  PRESIDENT 

A  message  in  writing  from  the  Presi¬ 
dent  of  the  United  States  was  communi¬ 
cated  to  the  House  by  Mr.  Latta,  one  of 
his  secretaries,  who  also  informed  the 
House  that  on  the  following  dates  the 
President  approved  and  signed  bills  of 
the  House  of  the  following  titles: 

Ou  August  25,  1941: 

H.  R.  5412.  An  act  making  supplemental 
appropriations  for  the  national  defense  for 
the  fiscal  year  ending  June  30,  1942,  and  for 
other  purposes. 

On  September  2,  1941 : 

H.  R.  5395.  An  act  to  amend  the  National 
Housing  Act,  as  amended. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate,  by  Mr. 
Frazier,  its  legislative  clerk,  announced 
that  the  Senate  had  passed  without 
amendment  a  joint  resolution  of  the 
House  of  the  following  title: 

H.  J.  Res.  196.  Joint  resolution  authorizing 
the  printing,  with  illustrations,  of  the  pro¬ 
ceedings  of  the  national  encampments  of 
various  veterans’  organizations  in  the  United 
States  as  separate  House  documents. - 

REVENUE  ACT,  1942 

Mr.  BOUGHTON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  (H.  R.  5417)  to 
provide  revenue,  and  for  other  purposes, 
with  Senate  amendments,  disagree  to  the 
Senate  amendments,  and  agree  to  the 
conference  asked  by  the  Senate. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  North 
Carolina?  [After  a  pause.]  The  Chair 
hears  none,  and  appoints  the  following 
conferees:  Mr.  Doughton,  Mr.  Cullen, 
Mr.  Cooper,  Mr.  Boehne,  Mr.  Treadway, 
Mr.  Knutson,  and  Mr.  Reed  of  New  York. 

construction"  or  ■  “  '  PUBLIC"  ■ 

WORKS  IN  CONNECTION  WITH  THE 

WAR  DEPARTMENT  IN  THE  DI^ 

OF  COLUMBIA 

Mr.  MAY.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  to  take  from  the  Speaker'] 
table  the  bill  (H.  R.  5146),  to  amend  an 
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act  entitled  “An  act  to  authorize  the  Sec¬ 
retary  of  War  to  proceed  with  the  con- 
sthiction  of  certain  public  works  in  con- 
necrlpn  with  the  War  Department  in  the 
Distrust  of  Columbia,”  approved  June  15, 
1938,  wl<h  Senate  amendments,  and  con¬ 
cur  in  the  Senate  amendments. 

The  Clefrk  read  the  title  of  the  bill. 

The  Clerfe;  read  the  Senate  amend¬ 
ments,  as  follows: 

Page  2,  line  3,  6trike  out  ‘‘purchase”  and 
Insert  “acquire  by  -purchase,  condemnation, 
or  otherwise.”  \ 

Page  2,  line  3,  strike  out  all  after  “Pro¬ 
vided,”  down  to  and  including  “begin”  in 
line  6,  and  insert  "That  the  location  and 
design  of  such  building  shall  be  subject  to 
the  approval  of  the  National  Capital  Park 
and  Planning  Commission.” 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky? 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  reserving  the  right  to  object, 
will  the  gentleman  from  Kentucky  ex¬ 
plain  what  these  Senate  amendments 
are? 

Mr.  MAY.  The  House  passed  a  bill  au¬ 
thorizing  an  appropriation  for  the  re¬ 
construction  of  the  Army  Medical 
Library  Building  here  in  Washington. 
Some  2  or  3  years  ago  the  appropriation 
was  authorized,  but  there  was  no  author¬ 
ity  in  the  original  act  by  which  they 
could  acquire  the  real  estate  upon  which 
to  construct  the  building.  This  bill  was 
reported  for  the  purpose  of  giving  that 
authority.  When  it  went  to  the  Senate 
we  had  provided  no  means  of  acquiring 
the  property,  and  the  first  amendment 
of  the  Senate  is  to  authorize  the  acquisi¬ 
tion  by  purchase,  condemnation,  or  oth¬ 
erwise,  of  a  suitable  site.  In  other  words, 
we  failed  to  provide  that  they  might  pur¬ 
chase  it  and  upon  failure  to  purchase 
they  might  acquire  it  by  condemnation 
proceedings. 

Then  when  it  came  to  the  question  of 
who  should  control  the  location  of  the 
building,  the  Senate  inserted  the  amend¬ 
ment  that  it  should  be  subject  to  the 
approval  of  the  National  Capital  Park 
and  Planning  Commission. 

Mr.  MARTIN  of  Massachusetts.  Who 
had  supervision  under  the  House  bill? 

Mr.  MAY.  The  supervision  was  in  the 
War  Department,  or  rather  there  was  no 
provision  whatever  on  that  subject  in  the 
House  bill. 

Mr.  MARTIN  of  Massachusetts.  Why 
the  change? 

Mr.  MAY.  I  think  that  practically  all 
of  the  public  buildings  in  the  District  of 
Columbia  are  under  the  jurisdiction  of 
the  National  Capital  Park  and  Planning 
Commission,  and  it  has  been  the  practice 
for  more  than  10  years  that  they  should 
be  consulted  about  it,  and  they  work  in 
harmony  with  the  Y^ar  Department  in 
connection  with  these  matters. 

Mr.  MARTIN  of  Massachusetts.  Have 
they  had  the  approval  of  every  other 
building  that  has  been  constructed  in  the 
District  of  Columbia? 

Mr.  MAY.  I  am  not  advised  as  to 
whether  they  have  approved  the  site  of 
all  of  the  buildings,  but  I  think  they  have 
in  most  instances.  There  might  have 
been  something  constructed  that  they 
were  not  consulted  about,  but  it  is  the 


practice  in  the  War  Department  and  the 
Navy  Department  and  all  of  the  construc¬ 
tion  activities  of  the  various  departments 
to  confer  with  the  National  Capital  Park 
and  Planning  Commission,  as  to  location 
of  site,  and  that  is  in  line  with  this  last 
amendment  of  the  Senate. 

Mr.  MARTIN  of  Massachusetts.  Has 
the  gentleman’s  committee  approved  of 
the  Senate  amendments? 

Mr.  MAY.  Those  I  have  talked  to  have; 
yes.  I  have  not  seen  all  of  the  members. 

Mr.  MARTIN  of  Massachusetts.  How 
many  have  you  seen? 

Mr.  MAY.  I  have  seen  three,  I  believe. 
I  have  not  seen  any  member  on  the  mi¬ 
nority  side  of  the  committee. 

Mr.  MARTIN  of  Massachusetts.  Does 
not  the  gentleman  think  he  should  have? 

Mr.  MAY.  I  would  like  to  have,  but  I 
am  sure  there  will  be  no  objection  to  it, 
and  I  am  quite  confident  there  will  be 
no  objection  by  any  member  of  the  com¬ 
mittee. 

Mr.  MARTIN  of  Massachusetts.  1 
think  that  is  quite  right,  but  the  fact  is 
we  ought  to  protect  our  rights  in  these 
matters. 

Mr.  MAY.  I  would  like  to  say  to  the 
gentleman - 

Mr.  MARTIN  of  Massachusetts.  I 
think  l  would  be  obliged  to  object  unless 
some  of  the  Republican  Members  have 
been  consulted. 

Mr.  HOFFMAN.  Will  the  gentleman 
yield? 

Mr.  MARTIN  of  Massachusetts.  I 
yield. 

Mr.  HOFFMAN.  Where  do  you  get  the 
idea  that  we  have  anything  to  say  about 
this  Government? 

Mr.  MARTIN  of  Massachusetts.  I  am 
trying  to  establish  that  right  here. 

Mr.  RICH.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  MARTIN  of  Massachusetts.  I 
yield. 

Mr.  RICH.  Is  there  anything  in  this 
legislation  that  would  permit  the  Army 
to  go  ahead  now  and  proceed  with  this 
new  building  that  they  are  going  to  build 
for  the  Army  without  the  approval  of  the 
National  Capital  Park  and  Planning 
Commission? 

Mr.  MAY.  This  legislation  does  not 
relate  at  all  to  that  building;  it  relates 
merely  to  the  Army  Medical  Library 
Building  that  was  constructed  123  years 
ago  and  has  never  been  reconstructed. 
The  library  in  that  building  is  worth 
about  $25,000,000.  It  is  a  fire  hazard 
from  morning  until  night,  particularly 
all  night.  The  committee  made  a  unan¬ 
imous  report  on  the  original  bill,  and  I 
may  say  to  the  gentleman  from  Pennsyl¬ 
vania  and  to  the  distinguished  minority 
leader  that  nobody  was  more  eager  to 
report  this  bill  than  the  members  on  the 
minority  side  of  the  committee.  They 
were  all  very  much  pleased  to  have  such 
a  bill,  and  particularly  to  provide  for  the 
protection  of  this  valuable  collection. 

Mr.  MARTIN  of  Massachusetts.  I 
contend  that  as  a  matter  of  precedent 
the  gentleman  should  have  consulted 
with  the  Republican  Members  before 
bringing  this  matter  to  the  floor. 

Mr.  MAY.  If  the  gentleman  v/ishes,  I 
will  withdraw  my  request  at  the  present 
time. 


Mr.  MARTIN  of  Massachusetts.  I 
think  that  would  be  fairer  procedure. 
Then  later  in  the  session  the  gentleman 
would  be  in  better  position  to  call  up  the 
bill. 

Mr.  MAY.  Mr.  Speaker,  in  view  of  the 
expressed  wishes  of  my  distinguished 
friend  and  colleague  from  Massachusetts, 
the  minority  leader,  I  withdr  w  my  re¬ 
quest  for  the  present.  I  will  again  call 
the  matter  up  when  some  member  of  the 
minority  on  my  committee  comes  into 
the  Chamber. 

CONFERENCE  REPORT  ON  TAX  BILL 

Mr.  DOUGHTON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  have  until  mid¬ 
night  tonight  to  file  a  conference  report 
on  the  tax  bill. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

SALE  OF  LAND  BY  THE  BLACKFEET  TRIBE 

QF  INDIANS  TO  CITY  OF  CUT  BANK, 

MONT 

Mr.  O’CONNOR.  Mr.  Speaker,  I  ask 
unanimous  consent  to  tdke  from  the 
Speaker’s  desk  the  bill  (H.  R.  5261)  to 
authorize  the  sale  of  certain  Indian 
lands  to  the  city  of  Cut  Bank,  Mont.,  for 
immediate  consideration.  This  is  a  bill 
that  has  passed  the  Senate  and  has  been 
reported  out  by  the  Committee  on  Indian 
Affairs. 

The  Clerk  read  the  title  of  the  bill. 

Mr.  REED  of  New  York.  Mr.  Speaker, 
reserving  the  right  to  object,  will  the 
gentleman  explain  the  bill? 

Mr.  O’CONNOR.  Certainly.  This  is  a 
bill  to  authorize  the  sale  of  certain  In¬ 
dian  lands  to  the  city  of  Cut  Bank, 
Mont. — with  the  consent  of  the  Indian 
owners — for  airport  purposes.  Some  of 
the  lands  are  already  under  lease  to  the 
city;  and  I  may  say  to  the  gentleman 
from  New  York  that  I  have  already 
spoken  to  the  minority  leader  about  this 
bill. 

Mr.  REED  of  New  York.  May  I  ask 
one  question? 

Mr.  O’CONNOR.  Certainly. 

Mr.  REED  of  New  York.  Does  this  bill 
relate  at  all  to  the  Indians  of  New  York? 

Mr.  O’CONNOR.  No.  It  is  a  bill  that 
is  limited,  as  I  say,  and  provides  only  for 
the  sale  by  certain  Indians  of  land  to  the 
city  qf  Cut  Bank,  Mont.,  for  airport  pur¬ 
poses? 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  reserving  the  right  to  object — 
and  I  do  so  just  for  the  purpose  of  get¬ 
ting  information — as  I  understand  this 
bill  is  simply  to  permit  the  Indians  to 
sell  certain  land  which  the  city  wants 
for  airport  purposes,  and  that  it  does  not 
concern  any  other  group  of  Indians  or 
any  interest  except  in  that  immediate  lo¬ 
cality. 

Mr.  O’CONNOR.  The  gentleman  is 
right;  it  is  a  bill  that  has  to  do  only 
with  the  purchase  of  680  acres  of  land  for 
airport  purposes.  Cut  Bank  has  been  es¬ 
tablished  as  a  port  of  entry.  Construc¬ 
tion  of  the  airport  is  held  up  pending  the 
authorization  to  give  to  the  Secretary  of 
the  Interior  the  right  to  sell  allotted 
lands  belonging  to  Indians  if  the  Indians 
consent  to  sell  their  lands  to  the  city. 
The  bill  has  already  passed  the  Senate.-. 
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^uns,  and  ships  have  begun  to  flow  from 
our  factories  and  yards,  and  the  flow  will 
accelerate  from  day  to  day,  until  the 
stream  becomes  a  river,  and  the  river  a 
torrent,  engulfing  this  totalitarian  tyr¬ 
anny  which  seeks  to  dominate  the  world. 

Franklin  D.  Roosevelt. 
The  White  House,  September  11,  1941. 
CENSORSHIP  OF  THE  PRESS  IN  THE  WAR 
DEPARTMENT 

Mr.  MAY,  from  the  Committee  on 
Military  Affairs,  submitted  an  adverse 
report  on  House  Resolution  300,  which 
is  as  follows: 

Resolved,  That  the  Secretary  of  War  Is 
hereby  directed  to  inform  the  House  of  Rep¬ 
resentatives  at  the  earliest  practicable  date — 

1.  If  there  is  in  existence  a  plan  by  the 
War  Department  providing  for  compulsory 
censorship  of  the  press  and  radio  concerning 
activities  within  the  purview  of  the  De¬ 
partment 

2.  If  there  is  in  existence  a  report  dated 
on  or  about  April  15.  1941.  by  the  censorship 
committee  of  the  Joint  Army-Navy  Board 
concerning  a  plan  for  compulsory  censorship 
of  press,  magazine,  book  publishing,  radio 
broadcast,  or  photographic  (including  motion 
picture  and  still  photography)  agencies, 
which  would  call  for  the  creation  of  a  "direc¬ 
tor  of  censorship”  and  an  appropriate  staff 

3.  Further,  if  such  a  report  is  in  existence, 
what  is  its  context  and  has  .t  been  submitted 
for  consideration  by  the  executive  depart¬ 
ment? 

4.  Such  additional  information  showing 
that  compulsory  censorship  is  being  consid¬ 
ered  by  the  War  Department,  and/or  the  Joint 
board 

Mr.  MAY.  Mr.  Speaker,  the  resolution 
and  the  report  of  the  War  Department 
are  almost  identical  with  the  report  just 
considered  with  respect  to  the  Navy  De¬ 
partment,  and  I  therefore  move  that  the 
resolution  be  laid  on  the  table. 

The  motion  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

PERMISSION  TO  ADDRESS  THE  HOUSE 

Mr.  KNUTSON.  Mr.  Speaker,  1  ask 
unanimous  consent  to  proceed  for  3  min¬ 
utes. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Min¬ 
nesota? 

There  was  no  objection. 

Mr.  KNUTSON.  Mr.  Speaker,  in  the 
message  that  has  just  been  read,  coming 
from  the  White  House,  the  President 
enumerated  the  countries  that  had  re¬ 
ceived  assistance  under  the  lend-lease 
bill,  but  I  failed  to  hear  the  name  of  Rus¬ 
sia  mentioned  and  I  was  wondering 
whether  this  was  an  inadvertence.  Sure¬ 
ly  all  the  “reds”  and  “pinks”  in  this  coun¬ 
try  who  were  so  busy  in ^tistigating  strikes 
in  defense  activities  before  Comrade 
Stalin  joined  the  democrats,  will  want  to 
be  assured  that  he  and  his  fellow  humani¬ 
tarians  are  not  gping  to  be  overlooked  and 
that  they  will  /have  their  place  at  the 
trough  when/the  next  bag  of  meal  is 
dumped  intc/it,  which  I  understand  is  to 
be  something  like  six  or  seven  thousand 
million  dollars.  It  must  be  cheering  to 
the  American  people  to  know  that  they 
have  Comrade  Stalin  and  his  bloody  hands 
fighting  at  the  side  of  those  who  are  try¬ 
ing  to  maintain  democracy  and  Christi¬ 
anity. 

[Here  the  gavel  fell.! 


EXTENSION  OF  REMARKS 

Mr.  McLAUGHLIN.  Mr.  Speaker,  I 
ask  unanimous  consent  to  extend  my  own 
remarks  in  the  Record  and  to  include 
therein  a  speech  delivered  by  myself  on 
Labor  Day  at  the  celebration  of  the  Cen¬ 
tral  Labor  Union  at  Omaha,  Nebr. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ne¬ 
braska? 

There  was  no  objection. 

LEAVE  OF  ABSENCE 

By  unanimous  consent,  leave  of  ab¬ 
sence  was  granted  as  follows: 

To  Mr.  Shanley,  for  3  days. 

To  Mr.  Luther  A.  Johnson,  for  2  weeks, 
on  account  of  official  business. 

ORDER  OF  BUSINESS 

Mr.  RICH.  Mr.  Speaker,  when  are  we 
going  to  get  the  tax  bill  before  the 
House — or  has  that  been  mentioned  here 
today? 

The  SPEAKER.  The  Chair  is  in¬ 
formed  the  conferees  will  file  a  report  to¬ 
night,  and  the  bill  will  be  taken  up  to¬ 
morrow  and  disposed  of  at  that  time, 
unless  there  is  a  roll  call.  In  case  there 
is\roIl  call,  the  House  will  adjourn,  and 
the  roll  call  will  be  had  on  Wednesday. 

EXTENSION  OF  REMARKS 

Mr.  DISNEY.  Mr.  Speaker,  I  ask 
unanimous.^  consent  to  extend  my  own 
remarks  in  the  Record. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Okla¬ 
homa? 

There  was  no  objection. 

Mr.  GWYNNE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own  re¬ 
marks  in  the  Record  and  to  include  there¬ 
in  an  editorial  from  the  Waterloo  Daily 
Courier. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Iowa? 

There  was  no  objection. 

Mr.  MICHENER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own  re¬ 
marks  in  the  Record. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mich¬ 
igan? 

There  was  no  objection. 

SENATE  BILL  AND  JOINT  RESOLUTION 
REFERRED 

A  bill  and  joint  resolution  of  the  Sen¬ 
ate  of  the  following  titles  were  taken 
from  the  Speaker’s  table  and,  under  the 
rule,  referred  as  follows: 

S.  1014.  An  act  to  amend  section  12B  of  the 
Federal  Reserve  Act,  as  amended;  to  the  Com¬ 
mittee  on  Banking  and  Currency. 

S.  J  Res.  104.  Joint  resolution  to  provide 
for  the  general  welfare  by  investigations  into 
the  origins  and  causes  of  the  disease  of  en¬ 
cephalitis,  and  for  other  purposes;  to  the 
Committee  on  Interstate  and  Foreign  Com¬ 
merce. 

ADJOURNMENT 

Mr.  COCHRAN.  Mr.  Speaker,  I  move 
that  the  House  do  now  adjourn. 

The  motion  was  agreed  to;  accordingly 
(at  12  o’clock  and  47  minutes  p.  m.)  the 
House  adjourned  until  tomorrow,  Tues¬ 
day,  September  16,  1941,  at  12  o’clock 
noon. 


COMMITTEE  HEARINGS 

Committee  on  the  Merchant  Marine  and 
Fisheries 

The  Committee  on  the  Merchant  Ma¬ 
rine  and  Fisheries  will  hold  public  hear¬ 
ings  on  the  following  dates  at  10  o’clock 
a.  m.  to  consider  the  following  bills: 

Thursday,  September  25,  1941: 

H.  R.  5509,  to  authorize  the  Secretary  of  the 
Treasury  to  requisition  or  purchase  motor- 
boats,  yachts,  and  similar  vessels  for  Coast 
Guard  use. 

Tuesday,  September  30,  1941: 

H.  R.  5446,  to  establish  a  system  of  unem¬ 
ployment  insurance  for  the  maritime  indus¬ 
try,  and  for  other  purposes. 


EXECUTIVE  COMMUNICATIONS,  ETC. 

Under,, clause  2  of  rule  XXIV,  executive 
communications  were  taken  from  the 
Speaker’s  table  and  referred  as  follows: 

896.  A  letter  from  the  Acting  Secretary  of 
the  Treasury,  transmitting  the  draft  of  a  bill 
for  the  relief  of  Roy  F.  Lassly;  to  the  Com- 

-/mittee  on  Claims. 

897.  A  communication  from  the  President 
of  the  United  States,  transmitting  a  supple¬ 
mental  estimate  of  appropriation  for  the  Fed¬ 
eral  Security  Agency,  1942  (H  Doc.  No.  372); 
to  the  Committee  on  Appropriations  and 
ordered  to  be  printed. 

898.  A  communication  from  the  President 
of  the  United  States,  transmitting  a  supple¬ 
mental  estimate  of  appropriation  for  the 
National  Mediation  Board,  fiscal  year  1942 
(II.  Doc.  No.  371);  to  the  Committee  on  Ap¬ 
propriations  and  ordered  to  be  printed. 


REPORTS  OF  COMMITTEES  ON  PUBLIC 
BILLS  AND  RESOLUTIONS 

Under  clause  2  of  rule  XIII,  reports  of 
committees  were  delivered  to  the  Clerk 
for  printing  and  reference  to  the  proper 
calendar,  as  follows: 

Mr.  DOUGHTON:  Committee  of  confer¬ 
ence  on  the  disagreeing  votes  of  the  two 
Houses.  H.  R.  5417.  A  bill  to  provide  reve¬ 
nue,  and  for  other  purposes  (Rept.  No.  1203). 
Referred  to  the  Committee  of  the  Whole 
House  on  the  state  of  the  Union. 


ADVERSE  REPORTS 
Under  clause  2  of  rule  XIII, 

Mr.  JACOBSEN:  Committee  on  Naval 
Affairs.  House  Resolution  299.  Resolution 
requesting  the  Navy  Department  to  furnish 
to  the  House  of  Representatives  information 
whether  or  not  censorship  of  the  press  exists 
in  this  Department  (Rept.  No.  1201).  Laid 
on  the  table. 

Mr.  MAY :  Committee  on  Military  Af¬ 
fairs.  House  Resolution  300.  Resolution  re¬ 
questing  the  War  Department  to  furnish  to 
the  House  of  Representatives  information 
whether  or  not  censorship  of  the  press  exists 
in  this  Department  (Rept.  No.  1202).  Laid 
on  the  table. 


PUBLIC  BILLS  AND  RESOLUTIONS 

Under  clause  3  of  rule  XXII,  public  bills 
and  resolutions  were  introduced  and  sev¬ 
erally  referred  as  follows: 

By  Mr  BEITER : 

H.  R.  5638.  A  bill  to  amend  the  Employment 
Stabilization  Act  of  1931;  to  the  Committee 
on  Labor. 

H.R  5639.  A  bill  to  authorize  the\Federal 
Government  to  contribute  funds  in  the  im¬ 
provement  of  a  section  of  the  New  York  State 
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Barge  Canal;  to  the  Committee  on  Rivers  and 
Harbors. 

By  Mr.  CELLER : 

H.  R.  5640.  A  bill  to  decrease  the  rate  of 
tax  imposed  by  the  Federal  Unemployment 
Tax  Act;  to  the  Committee  on  Ways  and 
Means. 

By  Mr.  COLLINS: 

H  R.  5641.  A  bill  to  provide  for  the  dis¬ 
posal  of  surplus  agricultural  commodities; 
to  the  Committee  on  Ways  and  Means. 

By  Mr.  STEAGALL : 

H.  R  5642.  A  bill  to  exempt  strategic  and 
critical  materials  from  customs  duties  in 
certain  cases,  and  for  other  purposes;  to  the 
Committee  on  Banking  and  Currency. 

By  Mr.  McGEHEE: 

H.  R.  5652.  A  bill  to  relieve  certain  em¬ 
ployees  of  the  Veterans’  Administration  from 
financial  liability  for  certain  overpayments 
and  allow  such  credit  therefor  as  is  necessary 
in  the  accounts  of  certain  disbursing  of¬ 
ficers,  and  for  other  purposes;  to  the  Com¬ 
mittee  on  Claims. 

By  Mr.  CANNON  of  Florida: 

H.  J.  Res.  234.  Joint  resolution  providing 
an  amendment  to  the  Constitution  relative 
to  the  making  of  treaties;  to  the  Committee 
on  the  Judiciary. 


PRIVATE  BILLS  AND  RESOLUTIONS 

Under  clause  1  of  rule  XXII,  private 
bills  and  resolutions  were  introduced  and 
severally  referred  as  follows: 

By  Mr.  COFFEE  of  Washington: 

H.R.  5643.  A  bill  for  the  relief  of  the  Pa¬ 
cific  Art  Tile  Co.;  to  the  Committee  on 
Claims. 

By  Mr.  O'TOOLE: 

H.  R.  5644.  A  bill  granting  a  pension  to 
Mary  L.  Fitzgerald;  to  the  Committee  on 
Invalid  Pensions. 

H.  R.  5645.  A  bill  for  the  relief  of  John 
Joseph  Defeo;  to  the  Committee  on  Naval 
Affairs. 

By  Mr.  McGEHEE: 

H.  R.  5646.  A  bill  for  the  relief  of  Joseph 
Simon,  lieutenant  commander  (S.  C.),  United 
States  Navy,  and  R.  D.  Lewis;  to  the  Com¬ 
mittee  on  Claims. 

H.  R.  5647.  A  bill  for  the  relief  of  John 
Paul  Murray;  to  the  Committee  on  Claims. 

By  Mr.  WHITE: 

H.  R.  5648.  A  bill  for  the  relief  of  Josip 
Mrsan;  to  the  Committee  on  Immigration 
and  Naturalization. 

By  Mr.  FLAHERTY: 

H.  R.  5649.  A  bill  for  the  relief  of  Alice 
Comas,  Robert  Comas,  and  Frances  Williams; 
to  the  Committee  on  Claims. 

By  Mr.  PATRICK: 

H.  R.  5650.  A  bill  for  the  relief  of  Fred  P. 
Fulmer;  to  the  Committee  on  Claims. 

By  Mr.  HOLBROCK: 

H.  R.  5651.  A  bill  for  the  relief  of  thp  Home 
Insurance  Co.  and  the  American  Insurance 
Co.;  to  the  Committee  on  Claims. 


HOUSE  OF  REPRESENTATIVES 

Tuesday,  September  16,  1941 

The  House  met  at  12  o’clock  noon. 

The  Chaplain,  Rev.  James  Shera 
Montgomery,  D.  D.,  offered  the  following 
prayer: 

Our  gracious  Father  in  heaven  and  our 
God,  as  we  wait  in  the  solemnity  of  these 
moments,  do  Thou  hear  our  prayer.  Unto 
Thee  do  we  look  at  day  dawn  and  find 
our  rest  at  evening  time.  Give  us  to 
understand  that  it  is  not  by  common¬ 
place  thoughts  that  we  perform  common¬ 
place  duties:  it  is  by  high  and  noble 
aspirations.  Persuade  us  that  the  abid¬ 
ing  realities  of  moral  and  spiritual  being 


are  found  in  a  godly  life.  We  praise 
Thee  that  Thy  merciful  providence  has 
guided  the  fortunes  of  our  Republic;  we 
pray  that  we  may  be  more  useful  for 
work  and  more  profitable  for  labor,  obey¬ 
ing  our  laws  and  upholding  our  Consti¬ 
tution.  Do  Thou  enable  us  ever  to  honor 
our  Land  for  its  principles  and  ideals. 
Grant,  blessed  Lord,  that  our  arduous 
labors  and  our  best  endeavors  for  our 
present  security  and  future  greatness 
may  be  fully  realized.  Oh,  let  the  world’s 
cloud  be  Thy  shadow,  and  may  Thy 
spirit  move  on  the  face  of  its  troubled 
waters.  In  our  Redeemer’s  name.  Amen. 

The  Journal  of  the  proceedings  of  yes¬ 
terday  was  read  and  approved. 

MESSAGE  FROM  THE  SENATE 

A  message  from  the  Senate,  by  Mr. 
Frazier,  its  legislative  clerk,  announced 
that  the  Senate  had  passed  a  concurrent 
resolution  of  the  following  title,  in  which 
the  concurrence  of  the  House  is  re¬ 
quested: 

S.  Con.  Res.  16.  Concurrent  resolution  au¬ 
thorizing  the  Committee  on  Finance  of  the 
Senate  to  have  printed  additional  copies  cf 
the  hearings  held  before  said  committee  on 
the  bill  (H.  R.  5417)  entitled  “Revenue  Act 
of  1941.” 

SWEARING  IN  OF  A  MEMBER 

The  SPEAKER  laid  before  the  House 
the  following  communication,  which  was 
read: 

September  16,  1941. 
The  Honorable  the  Speaker, 

House  of  Representatives. 

Dear  Sir  :  The  certificate  of  election  in  due 
form  of  law  of  Hon.  Lawrence  H.  Smith  as 
a  Representative-elect  to  the  Seventy-seventh 
Congress,  from  the  First  Congressional  Dis¬ 
trict  of  Wlsconsih,  to  fill  the  vacancy  caused 
by  the  death  of  Hon.  Stephen  Bolles,  Is  on 
file  in  this  office. 

Very  truly  yours, 

South  Trimble, 

Clerk  of  the  House  of  Representatives. 

The  SPEAKER.  The  Member-elect 
will  appear  at  the  bar  of  the  House  and 
take  the  oath  of  office. 

Mr.  LAWRENCE  H.  SMITH  appeared 
at  the  bar  of  the  House  and  took  the 
oath  of  office. 


Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  I  offer  the  following  resolution, 
which  I  send  to  the  desk  and  ask  to  have 
read: 

The  Clerk  read  as  follows  (H.  Res.  303) : 

Resolved,  That  Lawrence  H.  Smith,  of  Wis¬ 
consin,  be,  and  he  is  hereby,  elected  to  the 
following  committees  of  the  House  of  Rep¬ 
resentatives:  District  of  Columbia,  Expendi¬ 
tures  in  the  Executive  Departments,  and 
Committee  on  Invalid  Pensions. 


VETO  MESSAGES  ON  H.  R.  5300  (H.  DOC. 

NO.  365)  AND  H.  R.  2431  (H.  DOC.  NO  364) 

The  SPEAKER.  The  unfinished  busi¬ 
ness  is  the  further  consideration  of  the 
veto  message  of  the  President  on  the  bill 
H.  R.  5300,  relating  to  wheat-marketing 
quotas  under  the  Agricultural  Adjust¬ 
ment  Act  of  1938,  as  amended,  which  was 
received  in  the  House  on  August  25. 

Without  objection,  the  bill  and  the 
message  will  be  referred  to  the  Commit¬ 
tee  on  Agriculture  and  ordered  to  be 
printed. 

There  was  no  objection. 


The  SPEAKER.  The  unfinished  busi¬ 
ness  is  the  further  consideration  of  the 
veto  message  of  the  President  on  the 
bill  H.  R.  2431,  to  confer  jurisdiction  upon 
the  Court  of  Claims  to  hear,  determine, 
and  render  judgment  upon  the  ^iaim  of 
the  Carr  China  Co.,  which  was  received 
in  the  House  on  August  25.  / 

Without  objection,  this  bill  and  mes¬ 
sage  will  be  referred  to  the'Committee  on 
Claims  and  ordered  to  be.- tainted,  it  being 
a  private  bill. 

There  was  no  objection. 

THE  REVENUE  BILL  OF  1941 

Mr.  DOUGHTON.  Mr.  Speaker,  I  call 
up  the  conference  report  upon  the  bill 
(H.  R.  5417)  to  provide  revenue,  and  for 
other  purposes,  which  I  send  to  the  desk, 
and  I  ask  unanimous  consent  that  the 
statement  be  read  in  lieu  of  the  report. 

The  Clerk  reported  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  North 
Carolina? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

The  conference  report  and  statement 
are  as  follows: 

CONFERENCE  REPORT 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
5417)  to  provide  revenue,  and  for  other  pur¬ 
poses,  having  met,  after  full  and  free  con¬ 
ference,  have  agreed  to  recommend  and  do 
recommend  to  their  respective  Houses  as 
follows: 

That  the  Senate  recede  from  its  amend¬ 
ments  numbered  39,  41,  49,  54,  56,  63,  64,  65, 
79,  91,  93,  94,  111,  117,  119,  120,  121,  125,  126, 
128,  130,  131,  132,  134,  135,  136,  144.  163,  and 
164. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate 
numbered  2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12,  13, 
14,  15,  16,  17,  18,  19,  20,  21,  22,  23,  24,  25,  26, 

27,  28,  29,  30,  31,  32,  33,  34,  35,  36,  37,  38,  43, 

44,  45,  46,  47,  48,  50,  51,  52,  53,  59,  61,  62,  66, 

67,  68,  69,  70,  71,  72,  73,  74,  75,  76,  77,  78,  81, 

82,  83,  84,  85,  86,  87,  88,  89,  90,  92,  95,  98,  99, 

100,  101,  102,  103,  104,  105,  106,  107  108,  109, 

110,  112,  113,  114,  115,  116,  122,  123,  127,  129, 

133,  138,  139,  140,  141,  142,  146,  147  148,  149, 

150,  151,  152,  153,  154,  156,  157,  158,  159,  160, 

and  161;  and  agree  to  the  same. 

Amendment  numbered  1 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  1,  and  agree  to 
the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  fol¬ 
lowing: 

“Table  of  contents 

“Title  I — Individual  and  Corporation  Income 
Taxes 

“Sec.  101.  Surtax  on  individuals. 

“Sec.  102.  Optional  tax  on  individuals  with 
certain  gross  income  of  $3,000  or  less. 

“Sec.  103.  Corporation  defense  tax  rates  in¬ 
corporated  in  rate  schedules. 

“Sec.  104.  Surtax  on  corporations  and  ter¬ 
mination  of  defense  tax. 

“Sec.  105.  Tax  on  nonresident  alien  indi¬ 
viduals. 

“Sec.  106.  Tax  on  foreign  corporations. 

“Sec.  107.  Withholding  of  tax  at  source. 

“Sec.  108.  Treaty  obligations. 

“Sec.  109.  Reduction  in  pursuance  of 
treaties  of  rates  of  tax  and  withholding  on 
nonresident  alien  Individuals  resident,  in  and 
corporations  organized  under  laws  of,  West¬ 
ern  Hemisphere  countries. 

“Sec.  110.  Defense  tax  rates  on  personal 
holding  companies  and  transfers  to  avoid  in¬ 
come  tax  incorporated  in  rate  schedules. 

“Sec.  111.  Personal  exemption. 

“Sec.  112.  Returns  of  income  tax. 


ELECTION  TO  COMMITTEES 


The  resolution  was  agreed  to. 


1941 
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"Sec.  113.  Credit  for  dependents. 

"Sec.  114.  Noninterest-bearing  obligations 
Issued  at  discount. 

"Sec.  115.  Short-term  obligations  issued  on 
a  discount  basis. 

“Sec.  116.  Information  returns  with  respect 
to  Federal  obligations. 

“Sec.  117.  Extension  of  time  of  orders  of  Se¬ 
curities  and  Exchange  Commission. 

“Sec.  118.  Taxable  years  to  which  amend¬ 
ments  applicable. 

"Title  II — Excess  Profits  ^ax 
"Sec.  201.  Excess  profits  tax  rates  and 
credits. 

“Sec.  202.  Deduction  of  excess-profits  tax. 
"Sec.  203.  New  capital. 

“Sec.  204.  Corporations  engaged  in  mining 
strategic  metals. 

"Sec.  205.  Taxable  years  to  which  amend¬ 
ments  applicable. 

"Title  Eli — Capital  Stock  Tax  and  Declared 
Value  Excess-Profits  Tax 
"Sec.  301.  Capital  stock  tax. 

"Sec.  302.  Declares  value  excess-profits 
tax — Defense  tax  rates  incorporated  in  rate 
schedule. 

"Title  IV — Estate  and  Gift  Taxes 
“Sec.  401.  Estate  tax  rates. 

"Sec.  402.  Gift  tax  rates. 

“Title  V — Excise  Taxes 

'Tart  I — 1932  excise  taxes  made  permanent 
“Sec.  501.  1932  excise  taxes  made  perma¬ 
nent. 

"Sec.  502.  Pipe  line  tax. 

“Sec.  503.  Technical  amendment. 

“Sec.  504.  Bond  tax. 

"Sec.  505.  Conveyance  tax. 

"Part  II — Defense  tax  rates  made  permanent 
(no  increase  in  tax  and  no  change  in  basis 
of  tax) 

“Sec.  521.  Defense  excise  tax  rates  made 
permanent  which  are  not  increased  by  this 
Act. 

"Part  III — Increases  in  rates  of  existing  excise 
taxes 

"Sec.  531.  Playing  cards. 

"Sec.  532.  Safe  deposit  boxes. 

“Sec  533.  Distilled  spirits. 

“Sec.  534.  Wines. 

“Sec.  535.  Tires  and  tubes. 

"Sec.  536.  Effective  date  of  Part  III. 

“Part  IV — Changes  in  basis  of  computing  tax 
(rates  increased  in  certain  cases) 

“Sec.  541.  Admissions  tax. 

“Sec.  542.  Cabaret,  roof  garden,  etc.,  tax. 
“Sec.  543.  Club  dues. 

"Sec.  544.  Automobile,  truck,  bus,  and  parts 
tax. 

"Sec.  545.  Radios,  phonographs,  records, 
and  musical  instruments. 

“Sec  546.  Mechanical  refrigerators. 

“Sec  547.  Matches. 

“Sec.  548.  Telephone,  telegraph,  etc. 

“Sec.  549.  Installment,  etc.,  payments. 

“Sec.  550.  Effective  date  of  Part  IV. 

"Part  V — New  excise  taxes 
"Sec.  551.  New  manufacturers’  excise  taxes. 
“Sec.  552  New  retailers’  excise  taxes. 

"Sec  553.  Administrative  changes  in  manu¬ 
facturers’  excise  tax  title  of  Code. 

“Sec.  554.  Transportation  of  persons,  etc. 
“Sec.  555.  Coin-operated  amusement  and 
gaming  devices. 

"Sec.  556.  Bowling  alleys,  etc. 

“Sec.  557  Use  of  motor  vehicles  and  boats. 
"Sec.  558.  Effective  date  of  Part  V. 

"Part  VI — Processing  tax  on  certain  oils. 

"Sec.  561.  Payment  of  proceeds  of  proc¬ 
essing  tax  to  Guam  and  American  Samoa. 
“Title  VI — Nonessential  Federal  Expenditures 
Sec.  601.  Nonessential  Federal  expenditures. 
“Title  VII — Credit  Against  Federal  Unemploy¬ 
ment  Taxes 

“Sec.  701.  Credit  against  Federal  unem¬ 
ployment  taxes.” 


And  the  Senate  agree  to  the  same. 

Amendment  numbered  40 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  40,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  fol¬ 
lowing  : 

“Sec.  117.  Extension  of  time  of  orders  of 
Securities  and  Exchange  Commission. 

“(a)  Extension:  Section  373  (a)  of  the  In¬ 
ternal  Revenue  Code  (relating  to  the  defini¬ 
tion  of  orders  of  the  Securities  and  Exchange 
Commission  with  respect  to  which  Supple¬ 
ment  R  applies)  is  amended  to  read  as 
follows : 

“  ‘(a)  The  term  “order  of  the  Securities  and 
Exchange  Commission”  means  an  order  (1) 
issued  after  May  2C.  1938,  and  prior  to  Jan¬ 
uary  1,  1943,  by  the  Securities  and  Exchange 
Commission  to  effectuate  the  provisions  of 
section  11  (b)  of  the  Public  Utility  Holding 
Company  Act  of  1935,  49  Stat.  820  (U.  S.  C., 
Supp.  V,  Title  15,  section  79k  (b)),  or  (2) 
issued  by  the  Commission  subsequent  to  De¬ 
cember  31,  1942,  in  which  it  is  expressly 
stated  that  an  order  of  the  character  speci¬ 
fied  in  clause  (1)  is  amended  or  supplemented, 
and  (3)  which  has  become  final  in  accordance 
with  law.’ 

“(b)  Effective  date  of  amendment:  The 
amendment  made  by  this  section  shall  be 
applicable  only  with  respect  to  taxable  years 
beginning  after  December  Jl,  1939.’’ 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  42:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  42,  and  agree  to 
the  same  with  an  amendment,  as  follows:  In 
lieu  of  the  matter  proposed  to  be  inserted  by 
the  Senate  amendment  insert  the  following: 
“118”;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  55:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  55,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “205”;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  57 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  57,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing: 

“(c)  Returns  for  1941:  Section  1203  (b)  (2) 
of  the  Internal  Revenue  Code  (relating  to 
extensions  of  time  for  filing  capital-stock  tax 
returns)  is  amended  by  inserting  at  the  end 
thereof  the  following:  'With  respect  to  the 
year  ending  June  30,  1941,  the  extension  may 
be  for  not  more  than  90  days.’  ” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  58:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  58,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “(d)”;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  60 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  60,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  in¬ 
serted  by  the  Senate  amendment  insert  the 
following : 

"Sec.  302.  Declared  value  excess  profits  tax — 
defense  tax  rates  incorporated  in  rate 
schedule. 

“(a)  Rates:  Section  600  of  the  Internal 
Revenue  Code  (relating  to  rate  of  declared 
value  excess  profits  tax)  is  amended  as  fol¬ 
lows: 

“(1)  By  striking  out  the  heading '(a)  Gen¬ 
eral  rule. — ’; 

"(2)  By  amending  the  rate  schedule  to  read 
as  follows: 

“  ‘6?lo  per  centum  of  such  portion  of  its 
net  income  for  such  income-tax  taxable  year 


as  is  in  excess  of  10  per  centum  and  not  in 
excess  of  15  per  centum  of  the  adjusted  de¬ 
clared  value; 

“  T3?io  per  centum  of  such  portion  of  Its 
net  income  for  such  income-tax  taxable  year 
as  is  in  excess  of  15  per  centum  of  the  ad¬ 
justed  declared  value.’;  and 

“(3)  By  repealing  subsection  (b)  (relating 
to  defense  tax  for  five  years) . 

"(b)  Effective  date:  This  section  shall  be 
effective  only  with  respect  to  income-tax  tax¬ 
able  years  ending  after  June  30,  1941.” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  80:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  80,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing  :  “30  cents”;  and  the  Senate  agree  to  the 
same. 

Amendment  numbered  96 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  96,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  matter  proposed  to  be  in¬ 
serted  by  the  Senate  amendment  insert  the 
following : 

‘“(1)  (A)  In  the  case  of  each  telephone 
or  radio  telephone  message  or  conversation 
which  originates  within  the  United  States, 
for  which  the  charge  is  more  than  24  cents, 
a  tax  of  five  cents  for  each  50  cents,  or  frac¬ 
tion  thereof,  of  the  charge. 

‘"(B)  In  the  case  of  each  telegraph,  cable, 
or  radio  dispatch  or  message  which  originates 
within  the  United  States,  a  tax  of  10  per 
centum  of  the  amount  of  the  charge. 

Only  one  payment  of  a  tax  imposed  by 
subparagraph  (A)  or  (B)  shall  be  required 
notwithstanding  the  lines  or  stations  of  one 
or  more  persons  are  used  in  the  transmission 
of  such  dispatch,  message,  or  conversation. 

“  ‘(2)  (A)  A  tax  equivalent  to  10  per  cent¬ 
um  of  the  amount  paid  for  leased  wire,  tele¬ 
typewriter,  or  talking  circuit  special  service. 

‘"(B)  A  tax  equivalent  to  5  per  centum  of 
the  amount  paid  for  any  wire  and  equipment 
service  (including  stock  quotation  and  in¬ 
formation  services,  burglar  alarm  or  fire 
alarm  service,  and  all  other  similar  services, 
but  not  including  service  described  in  sub- 
paragraph  (A)).” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  97:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  97,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “6  per  centum”;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  118:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  118,  and 
agree  to  the  same  writh  an  amendment,  as 
follows:  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert 
the  following: 

“‘(10)  Electric  light  bulbs  and  tubes: 
Electric  light  bulbs  and  tubes,  not  including 
articles  taxable  under  any  other  provision  of 
this  subchapter,  5  per  centum.” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  124:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  124, 
and  agree  to  the  same  with  an  amendment, 
as  follows:  Restore  the  matter  proposed  to 
be  stricken  out  by  the  Senate  amendment 
and  on  page  68,  line  15,  of  the  House  bill 
before  the  period  insert  a  comma  and  the 
following:  “or  to  a  fountain  pen  if  the  only 
parts  of  the  pen  which  consist  of  precious 
metals  are  essential  parts  not  used  for  orna¬ 
mental  purposes”;  and  the  Senate  agree  to 
the  same. 

Amendment  numbered  137:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  137,  and 
agree  to  the  same  with  an  amendment,  as 
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follows:  On  page  41,  line  17,  of  the  Senate 
engrossed  amendments  strike  out  "2408”  and 
insert  "2409”;  on  page  72,  line  11,  of  the 
House  bill  strike  out  "2409”  and  insert 
"2410”;  and  on  page  72,  line  15,  of  the  House 
bill  strike  out  "2410”  and  insert  "2411”;  and 
the  Senate  agree  to  the  same. 

Amendment  numbered  143:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  143,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert  the 
following: 

"(d)  Credits,  and  tax  free  sales  of  auto¬ 
mobile  radios:  Section  3442,  section  3443 
(a)  (1),  and  section  3444  (a)  (1)  and  (2)  of 
the  Internal  Revenue  Code  (relating  to  tax 
in  case  of  sale  of  tires  to  manufacturers  of 
automobiles,  etc.,  and  credit  on  sale)  are 
amended  by  striking  out  ‘tires  or  inner 
tubes,’  wherever  appearing  therein  and  in¬ 
serting  ‘tires,  inner  tubes,  or  automobile 
radios  taxable  under  section  3404’;  and 
by  striking  out  ‘tire  or  inner  tube’  wher¬ 
ever  appearing  therein  and  inserting  ‘tire, 
inner  tube,  or  automobile  radio  taxable  under 
section  3404’.  Section  3403  (e)  of  the  Inter¬ 
nal  Revenue  Code,  as  amended  by  this  Act, 
is  further  amended  by  striking  out  ‘tires  and 
inner  tubes’  where  the  phrase  appears  the 
first  time  and  inserting  ‘tires,  inner  tubes, 
or  automobile  radios’;  paragraph  (1)  of  sub¬ 
section  (e)  of  such  section  is  amended  by 
inserting  before  the  semicolon  ‘or,  in  the  case 
of  automobile  radios,  if  such  radios  were  tax¬ 
able  under  section  3404’;  paragraph  (2)  of 
subsection  (e)  of  such  section  is  amended 
by  striking  out  ‘tires  or  inner  tubes’  wherever 
such  phrase  appears  and  inserting  ‘tires, 
inner  tubes,  or  automobile  radios’ .” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  145:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  145,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert 
the  following:  "October  10,  1941”;  and  the 
Senate  agree  to  the  same. 

Amendment  numb:  red  155:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  155,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert  the 
following:  “There  are  authorized  to  be  ap¬ 
propriated  such  sums  as  may  be  necessary  to 
enable  the  Secretary  of  the  Treasury  to  ad¬ 
vance  from  time  to  time  to  the  Postmaster 
General  such  sums  as  the  Postmaster  General 
may  show  shall  be  required  for  the  expenses 
of  the  Post  Office  Department  in  performing 
in  the  District  of  Columbia  and  elsewhere  all 
services  required  by  this  section.”  And  the 
Senate  agree  to  the  same. 

Amendment  numbered  162:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  162,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  On  page  51,  lines  8  and  9  of  the 
Senate  engrossed  amendments  strike  out 
“and  miscellaneous  amendments”;  and  the 
Senate  agree  to  the  same. 

R.  L.  Doughton, 

Tiros.  H.  Cullen, 

Jep.e  Cooper, 

John  W.  Boehne,  Jr., 

Allen  T.  Treadway, 

Harold  Knutson, 

Daniel  A.  Reed, 

Managers  on  the  part  of  the  House. 
Walter  P.  George, 

David  I.  Walsh, 

Alben  W.  Barkley, 

Arthur  Capper, 

James  J.  Davis, 

Managers  on  the  part  of  the  Senate. 


statement 

The  managers  on  the  part  of  the  House  at 
the  conference  on  the  disagreeing  votes  of 
the  two  houses  on  the  amendments  of  the 
Senate  to  the  bill  (H.  R.  5417)  to  provide 
revenue,  and  for  other  purposes,  submit  the 
following  statement  in  explanation  of  the 
effect  of  the  action  agreed  upon  by  the  con¬ 
ferees  and  recommended  in  the  accompany¬ 
ing  conference  report: 

Amendment  No.  1 :  This  amendment 
changes  the  table  of  contents  and  the  House 
recedes  with  an  amendment  conforming  the 
table  of  contents  to  the  bill  as  agreed  to  in 
conference. 

Amendment  No.  2:  This  amendment  in¬ 
tegrates  the  defense  tax  with  the  basic 
surtax  rates  in  the  House  bill.  The  lowest 
surtax  bracket  rate  is  therefore  6  percent  as 
compared  with  5  percent  under  the  House 
bill  and  the  highest  rate  is  77  percent  as 
compared  with  75  percent  under  the  existing 
law  and  under  the  House  bill.  The  House 
recedes. 

Amendment  No.  3:  The  Senate  amendment 
adds  to  the  Internal  Revenue  Code  a  new 
supplement,  designated  Supplement  T,  to 
provide  for  the  optional  use  of  a  simplified 
return  where  the  gross  income  does  not  ex¬ 
ceed  $3,000,  in  order  that  persons  in  the 
lower-income  tax  brackets,  particularly 
those  brought  in  by  the  reduction  of  the 
personal  exemption,  may  be  caused  a  mini¬ 
mum  of  difficulty  in  filling  out  their  re¬ 
turns.  There  were  no  comparable  provisions 
in  the  House  bill. 

If  the  taxpayer  elects  to  use  this  simpli¬ 
fied  plan,  the  amount  of  the  tax  may  be 
readily  ascertained  by  reference  to  a  table 
contained  in  the  bill.  This  simplified  return 
may  be  used  only  where  the  taxpayer’s  in¬ 
come  is  derived  solely  from  salaries,  wages, 
compensation  for  personal  services,  dividends, 
interest,  rent,  annuities,  or  royalties.  If  the 
taxpayer  elects  to  use  this  method,  no  deduc¬ 
tions  or  credits  against  net  income  are  al¬ 
lowed.  In  lieu  of  these  deductions  and  cred¬ 
its,  the  tax  provided  in  the  table  represents 
a  reduction,  with  respect  to  the  average  tax¬ 
payer  in  the  bracket,  of  10  percent  of  the 
tax  that  would  otherwise  be  payable  without 
such  deductions  or  credits.  This  10-percent 
reduction  has  been  found  to  be  the  effect  of 
the  average  amount  of  deductions  taken  by 
persons  in  these  brackets.  One  set  of  rates 
is  provided  for  married  persons  or  heads  of 
families  and  another  is  provided  for  single 
persons  (not  heads  of  families).  In  de¬ 
termining  the  amount  payable,  the  taxpayer 
in  either  case  reduces  his  gross  income  by 
$400  for  each  dependent;  then  by  reference 
to  the  appropriate  table  he  ascertains  the  tax 
set  out  opposite  the  amount  so  determined. 

It  should  be  kept  in  mind  that  the  use  of 
the  simplified  return  is  at  the  option  of  the 
taxpayer  and  he  elects  each  year  whether  to 
use  this  method  or  to  file  under  the  general 
provisions.  However,  once  the  return  for 
any  year  has  been  filed  under  this  method, 
the  election  shall  be  irrevocable,  and  if  the 
taxpayer  files  under  the  general  provisions 
for  any  year  he  may  not  thereafter  elect  for 
such  year  to  be  taxed  under  the  simplified 
method.  Nonresident  alien  individuals, 
estates,  or  trusts  are  not  allowed  to  use  the 
simplified  method. 

The  House  recedes. 

Amendment  No.  4:  The  House  bill  made 
permanent  the  defense  tax  imposed  by  sec¬ 
tion  15  of  the  Internal  Revenue  Code  as  added 
by  section  201  of  the  Revenue  Act  of  1940. 
The  Senate  amendment  integrates  the  de¬ 
fense  tax  rates  with  the  rates  provided  in  sec¬ 
tion  13  (b)  (1)  and  (2)  of  the  code,  making 
the  basic  rate  24  percent.  In  the  case  of  cor¬ 
porations  having  net  incomes  of  $25,000  or 
less,  the  rates  under  existing  law  (including 
the  defense  tax)  are  graduated  as  follows: 
14.85  percent  on  normal  tax  net  incomes  not 


in  excess  of  $5,000;  16.5  percent  on  the  por¬ 
tion  of  such  net  income  in  excess  of  $5,000 
and  not  in  excess  of  $20,000;  and  18.7  percent 
on  the  excess  over  $20,000.  The  Senate 
amendment  integrating  the  defense  tax  ap¬ 
plicable  to  such  net  incomes  makes  the  rates 
15,  17  and  19  percent,  respectively.  Under 
the  Senate  amendment  the  alternative  tax 
applicable  to  corporations  having  net  incomes 
slightly  in  excess  of  $25,000  is  $4,250  plus  37 
percent  of  the  normal  tax  net  income  in  ex¬ 
cess  of  $25,000.  Under  this  provision  the  full 
tax  rate  of  24  percent  does  not  become  effec¬ 
tive  until  the  normal  tax  net  income  of  the 
corporation  reaches  $38,461.54. 

This  amendment  also  integrates  the  de¬ 
fense  tax  with  the  normal  taxes  on  resident 
foreign  corporations  and  on  mutual  invest¬ 
ment  companies,  and  with  the  surtax  on  cor¬ 
porations  improperly  accumulating  surplus. 

The  House  recedes. 

Amendments  Nos  5,  6,  7,  8,  9,  10,  11,  12,  13, 
14,  15,  16,  and  17:  Section  102  of  the  House 
bill  imposed  upon  all  corporations  (including 
insurance  companies)  except  nonresident  for¬ 
eign  corporations,  and  mutual  investment 
companies  (the  latter  being  dealt  with  sep¬ 
arately)  a  surtax  of  5  percent  upon  the  first 
$25,000  of  the  corporation’s  surtax  net  income 
and  6  percent  upon  the  excess  of  such  income 
over  $25,000.  "Corporation  surtax  net  in¬ 
come”  was  defined  as  net  income  minus  the 
credit  for  dividends  received  provided  in  sec¬ 
tion  26  (b)  and  thus  includes  partially  tax- 
exempt  interest  in  the  tax  base.  The  section 
also  imposed  upon  mutual  investment  com¬ 
panies  a  surtax  upon  Supplement  Q  surtax 
net  income  of  such  companies  at  rates  cor¬ 
responding  to  those  imposed  upon  corpora¬ 
tions  generally. 

The  Senate  amendments  retain  the  surtax 
but  in  lieu  of  the  rates  provided  in  the  House 
bill  the  amendment  provides  a  surtax  of  6 
percent  on  the  first  $25,000  surtax  net  income 
and  7  percent  on  the  remainder.  Since  the 
credit  for  interest  on  partially  tax-exempt 
Government  securities  is  not  allowable  in 
computing  surtax  net  income,  the  Senate 
amendment  also  provides  that  for  the  pur¬ 
poses  of  the  surtax  the  dividends  received 
credit  shall  be  limited  to  85  percent  of  the 
net  income  rather  than  85  percent  of  the 
adjusted  net  income. 

These  amendments  also  terminate  the  de¬ 
fense  tax,  the  defense  tax  rates  being  inte¬ 
grated  with  the  basic  rates. 

The  House  recedes. 

Amendments  Nos.  18,  19,  20,  21,  22,  23,  24, 
25,  23,  and  27:  The  House  bill  increased  the 
rates  of  tax  on  nonresident  alien  individuals 
and  foreign  corporations  and  made  perma¬ 
nent  the  defense  tax.  These  amendments 
retain  the  increased  rates  but  terminate  the 
defense  tax  and  integrate  the  10  percent  de¬ 
fense  tax  with  the  basic  rates.  The  amend¬ 
ments  also  reduce  from  $23,800  to  $23,000  the 
amount  of  the  gross  income  at  which  a  non¬ 
resident  alien  individual  becomes  subject  to 
the  full  normal  and  surtax  rates.  The 
amount  of  $23,000  represents  the  approximate 
point  at  which,  under  the  provisions  of  the 
bill,  an  effective  rate  of  27%  percent  is 
reached.  The  House  recedes. 

Amendments  Nos.  28,  29,  and  30:  These 
are  changes  in  section  numbers;  and  the 
House  recedes. 

Amendment  No.  31:  This  amendment  in¬ 
tegrates  the  defense  tax  with  the  basic  rates 
of  tax  imposed  upon  personal  holding  com¬ 
panies  and  transfers  to  avoid  income  tax  and 
terminates  the  defense  tax.  The  House 
recedes. 

Amendment  No.  32:  This  amendment  in¬ 
corporates  a  new  section  amending  section 
25  (b)  (1)  of  the  Code  to  lower  the  personal 
exemption  of  a  married  person  or  the  head 
of  a  family  from  $2,000  to  $1,500  and  the 
personal  exemption  of  a  single  person  or  a 
married  person  not  living  with  husband  or 
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wife  from  $800  to  $750.  The  section  also 
amends  section  25  (b)  (1)  to  provide  a  per¬ 
sonal  exemption  of  $750  for  a  married  per¬ 
son  whose  spouse  files  a  separate  return  under 
Supplement  T,  added  by  section  102  of  the 
bill.  See  amendment  No.  3. 

The  section  also  amends  sections  214  and 
251  (f)  of  the  Internal  Revenue  Code  to 
provide  in  the  case  of  nonresident  aliens  and 
citizens  entitled  to  the  benefits  of  section 
251  a  personal  exemption  of  $750  in  lieu  of 
$800  to  conform  with  the  changes  made  in 
section  25  (b). 

The  tax  bill  as  reported  by  the  Committee 
on  Ways  and  Means  contained  a  provision 
requiring  a  joint  income  tax  return  from  a 
husband  and  wife  living  together.  This  pro¬ 
vision  was  estimated  to  yield  additional  reve¬ 
nue  of  about  $300,000,000.  It  was  stricken 
from  the  bill  by  the  House. 

As  reported  by  the  Finance  Committee  to 
the  Senate,  the  bill  contained  a  provision 
taxing  a  husband  and  wife  in  a  community 
property  State  on  exactly  the  same  basis  as 
persons  similarly  situated  in  non-community 
property  States.  This  provision  was  esti¬ 
mated  to  yield  $46,800,000.  It  was  elimi¬ 
nated  by  the  Senate  with  the  understand¬ 
ing  that  it  would  be  the  subject  of  hearings 
and  action  in  the  administrative  bill. 

In  view  of  the  action  by  the  House  and 
Senate  in  this  regard,  in  order  to  make  up 
this  substantial  loss  in  revenue,  it  is  neces¬ 
sary  to  lower  the  personal  exemption  of  mar¬ 
ried  persons  from  $2,000  to  $1,500  and  of  sin¬ 
gle  persons  from  $800  to  $750.  This  section 
will  produce  added  revenue  of  $303,000,000,  or 
approximately  the  amount  lost  by  the  elimi¬ 
nation  of  the  Joint  return  provision. 

This  reduction  in  the  personal  exemption 
will  require  the  filing  of  4,930,000  new  income 
tax  returns  and  will  increase  the  number  of 
income  tax  payers  by  2,275.000.  Of  the  4,930,- 
000  new  returns,  4,453,000  will  come  from 
married  persons  and  heads  of  families  and 
477,000  will  come  from  single  persons.  Of  the 
2,275,000  new  taxpayers,  1,850,000  will  be  mar¬ 
ried  persons  and  425,000  will  be  single. 

Of  the  total  amount  of  additional  revenue 
to  be  secured  from  lowering  the  exemptions, 
approximately  $47,000,000  will  come  from  new 
taxpayers.  Of  this  amount,  only  $10,000,000 
will  come  from  new  income  tax  returns.  The 
balance  of  this  additional  revenue,  $256,000,- 
000  will  be  secured  from  persons  taxable 
under  existing  law. 

The  question  of  the  Joint  return  and  the 
treatment  of  community-property  income 
will  be  further  considered  by  the  Committees 
on  Ways  and  Means  and  Finance  in  connec¬ 
tion  with  the  bill  dealing  with  administra¬ 
tive  matters. 

The  House  recedes. 

Amendment  No.  33:  This  amendment  in¬ 
corporates  a  new  section  to  amend  sections 
51  (a),  142  (a),  and  147  (a)  relating  to  the 
requirement  for  individual  and  fiduciary  re¬ 
turns  and  information  returns  in  order  to 
conform  such  requirement  with  the  changes 
in  the  personal  exemption.  The  House  re¬ 
cedes. 

Amendment  No.  34:  This  is  a  change  in 
section  number;  and  the  House  recedes. 

Amendment  No.  35:  This  is  a  change  in 
section  number;  and  the  House  recedes. 

Amendment  No.  36:  This  amendment 
makes  a  clerical  change;  and  the  House 
recedes. 

Amendment  No.  37:  This  amendment  pro¬ 
vides  that  the  issuing  discount  on  certain 
short-term  Federal,  State,  and  local  govern¬ 
ment  obligations  issued  on  a  discount  basis 
on  or  after  March  1,  1941,  shall  not  be 
deemed  to  accrue  until  such  obligations  are 
paid  at  maturity,  sold,  or  otherwise  disposed 
of,  and  that  such  obligations  shall  not  be 
treated  as  capital  assets  within  the  meaning 
of  section  117  of  the  Internal  Revenue  Code. 
The  principal  effect  of  this  amendment  is 


to  eliminate  the  necessity  (except  in  the  case 
of  life-insurance  companies)  for  making  an 
allocation  between  interest  and  capital  gain 
or  loss  on  the  disposition  of  any  such  obli¬ 
gation  and  the  necessity  for  including  any 
portion  of  the  original  discount  in  income  for 
any  taxable  year  other  than  that  in  which 
such  obligation  is  paid  at  maturity,  sold,  or 
otherwise  disposed  of.  Thus,  under  the 
amendment  a  person  owning  a  Treasury  bill 
issued  on  or  after  March  1,  1941,  would  not 
be  required  to  include  any  portion  of  the 
original  discount  in  income  for  any  taxable 
year  until  that  in  which  it  U  paid  at  ma¬ 
turity,  sold,  or  otherwise  disposed  of,  and  for 
such  year  would  need  only  to  compare  the 
sales  price,  or  the  amount  paid  at  maturity, 
with  the  purchase  price  or  other  basis,  and 
account  for  the  net  gain  or  loss.  This 
amendment  is  applicable  to  taxable  years 
ending  after  February  28,  1941.  The  House 
recedes. 

Amendment  No.  38:  This  is  a  change  in 
section  number;  and  the  House  recedes. 

Amendment  No.  39:  By  this  amendment, 
the  Senate  adds  a  new  section  to  the  bill, 
section  117,  entitled  "Alimony  and  separate 
maintenance  payments.”  This  section  of 
the  bill  amended  sections  22,  23,  and  25  of 
the  Internal  Revenue  Code  and  added  a  new 
section  to  Supplement  E  of  chapter  1  of  the 
code  in  order  to  treat  periodic  payments  in 
the  nature  of  or  in  lieu  of  alimony  or  an 
allowance  for  support  as  income  to  a  di¬ 
vorced  or  legally  separated  spouse  or  former 
spouse  actually  receiving  such  payments  and 
to  allow  the  other  spouse  (or  former  spouse) 
to  deduct  or  exclude  from  his  income  an 
amount  on  account  of  such  payments.  The 
conferees  have  deferred  action  on  the  merits 
of  this  amendment  with  the  understanding 
that  it  will  be  considered  in  a  later  bill  deal¬ 
ing  with  administrative  matters.  The  Sen¬ 
ate  recedes. 

Amendment  No.  40:  This  amendment  ex¬ 
tends  from  January  1,  1941,  to  January  1, 
1943,  the  time  during  which  an  order  may 
be  issued  by  the  Securities  and  Exchange 
Commission,  relating  to  certain  transactions 
arising  out  of  the  simplification  or  geograph¬ 
ical  integration  of  public-utility  holding- 
company  systems,  under  which  orders  such 
transactions  are  treated  as  tax-free  ex¬ 
changes  under  Supplement  R  of  the  In¬ 
ternal  Revenue  Code. 

The  House  recedes  with  a  technical  amend¬ 
ment. 

Amendment  No.  41:  This  amendment 
amends  section  23  (a)  (1)  of  the  Internal 
Revenue  Code  by  inserting  after  the  words 
“taxable  year”  the  words  “in  conserving  and 
conducting  the  business  affairs  of  the  tax¬ 
payer”.  The  conferees  have  deferred  action 
on  the  merits  of  this  amendment  with  the 
understanding  that  it  will  be  considered  in 
a  later  bill  dealing  with  administrative  mat¬ 
ters.  They  were  advised  by  the  Treasury 
Department  that  wherever  possible  final  de¬ 
cision  by  the  Bureau  of  Internal  Revenue 
on  issues  arising  under  the  Higgins  v.  Smith 
decision  would  be  deferred  pending  such  later 
legislation.  The  Senate  recedes. 

Amendment  No.  42:  This  is  a  change  in  sec¬ 
tion  number  and  the  House  recedes  with  an 
amendment  making  a  further  change  in  sec¬ 
tion  number. 

Amendment  No.  43:  This  is  a  technical 
amendment  and  the  House  recedes. 

Amendments  Nos.  44,  45,  46,  and  47:  The 
House  bill  imposed  a  special  10-percent  ex¬ 
cess-profits  tax,  in  certain  cases  where  the 
invested  capital  credit  is  used,  upon  the  excess 
of  the  adjusted  excess  profits  net  income 
under  the  income  method  over  the  adjusted 
excess  profits  net  income  under  the  invested 
capital  method. 

These  amendments  strike  from  the  House 
bill  the  provisions  relating  to  this  tax.  The 
House  recedes. 


Amendment  No.  48:  This  is  a  change  in 
section  number;  and  the  House  recedes. 

Amendment  No.  49:  This  is  a  technical 
amendment  related  to  Amendment  No.  57. 
In  view  of  the  action  on  amendment  No.  57 
the  Senate  recedes. 

Amendment  No.  50:  This  is  a  change  in 
section  number;  and  the  House  recedes. 

Amendment  No.  51:  This  is  a  technical 
amendment  designed  to  make  the  limitations 
of  section  718  (a)  (6)  (A)  of  the  Internal 
Revenue  Code,  added  by  section  205  of  the 
House  bill,  applicable  to  certain  exchanges  of 
the  same  character  as  those  described  in  the 
House  bill  but  which  were  technically  not 
within  such  provision  because  they  are  gov¬ 
erned  by  Supplement  R  of  the  Code  rather 
than  section  112  (b)  (3),  (4)  or  (5).  The 
House  recedes. 

Amendment  No.  52:  This  amendment 
makes  a  clerical  change;  and  the  House  re¬ 
cedes. 

Amendment  No.  53:  This  amendment  has 
the  effect  of  preventing  a  distribution  of  tax¬ 
able  stock  dividends  out  of  pre-1941  accumu¬ 
lated  earnings  and  profits  from  constituting 
new  capital  solely  because  of  subsequent  op- 
perating  losses  or  because  of  subsequently 
accumulated  but  undistributed  earnings  and 
profits,  and  also  has  the  effect  of  preventing 
money  or  property  paid  in  from  constituting 
new  capital  if  such  money  or  property  merely 
takes  the  place  of  pre-1941  accumulated 
earnings  and  profits  previously  distributed 
after  the  beginning  of  the  first  taxable  year 
which  begins  after  December  31,  1940.  The 
House  recedes. 

Amendment  No.  54:  This  amendment 
strikes  out  section  206  of  the  House  bill, 
which  provides  that  section  731  of  the  In¬ 
ternal  Revenue  Code  (exempting  from  excess- 
profits  tax  income  derived  from  mining  cer¬ 
tain  metals)  shall  not  apply  with  respect  to 
any  taxable  year  beginning  after  December  31, 
1940.  The  Senate  recedes. 

Amendment  No.  55:  This  is  a  change  in 
section  number  and  the  House  recedes  with 
an  amendment  making  a  further  change  in 
section  number. 

Amendment  No.  56:  This  is  a  technical 
amendment  rendered  unnecessary  by  the  ac¬ 
tion  taken  on  Senate  amendment  No.  57;  and 
the  Senate  recedes. 

Amendment  No.  57:  This  amendment  al¬ 
lows  corporations  subject  to  the  capital-stock 
tax  to  make  a  new  declaration  of  capital- 
stock  value  annually  and  permits  the  Com¬ 
missioner  to  grant  an  additional  extension  of 
30  days  for  the  filing  of  capital-stock  tax 
returns  for  the  year  ending  June  30,  1941. 
The  House  recedes  with  an  amendment  re¬ 
storing  the  existing  law  with  respect  to  the 
declaration  of  capital -stock  valuation. 

Amendment  No.  58:  This  amendment 
changed  a  subsection  designation  from  “(c)” 
to  "(f)”.  The  House  recedes  with  an  amend¬ 
ment  changing  the  designation  to  “(d)”. 

Amendment  No.  59:  This  is  a  clerical 
amendment;  and  the  House  recedes. 

Amendment  No.  60:  This  amendment  in¬ 
tegrates  the  defense  tax  rate  of  the  declared 
value  excess  profits  tax  with  the  basic  rate, 
and  makes  technical  changes  in  connection 
with  amendment  No.  57,  allowing  declaration 
of  capital-stock  value  annually  for  capital 
stock  tax  purposes.  The  House  recedes  with 
an  amendment  eliminating  the  technical 
changes,  rendered  unnecessary  by  the  action 
on  Senate  amendment  No.  57. 

Amendments  Nos.  61  and  62:  The  House 
bill  increased  the  rates  applicable  to  the  addi¬ 
tional  estate  tax  with  respect  to  decedents 
dying  after  the  date  of  enactment  of  the  act, 
and  made  permanent  the  defense  tax  on  net 
estates  imposed  by  section  951  of  the  Internal 
Revenue  Code.  By  reason  of  the  integration 
of  the  defense  tax  and  the  additional  estate 
tax,  these  amendments  further  increase  the 
rates  applicable  to  the  additional  estate  tax, 
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and  repeal  section  951  of  the  Internal  Revenue 
Cede,  which  relates  to  the  defense  tax  rate. 
The  House  recedes. 

Amendment  No.  63:  This  is  an  administra¬ 
tive  amendment  to  the  estate  tax  provisions 
of  the  Internal  Revenue  Code  and  the  Reve¬ 
nue  Act  of  1928,  relating  to  the  deduction 
from  the  gross  estate  of  property  previously 
taxed.  The  conferees  have  deferred  action  on 
the  merits  of  this  amendment  with  the  un¬ 
derstanding  that  it  will  be  considered  in  a 
later  hill  dealing  with  administrative  matters. 
The  Senate  recedes. 

Amendment  No.  64:  This  is  an  administra¬ 
tive  amendment  to  the  estate  tax  provisions 
of  the  Internal  Revenue  Code,  relating  to  the 
determination  of  the  deduction  for  charitable, 
etc.,  bequests.  The  conferees  have  deferred 
action  with  the  understanding  that  it  will 
be  considered  in  a  later  bill  dealing  with 
administrative  matters.  The  Senate  recedes. 

Amendment  No.  65:  This  amendment 
makes  a  change  in  section  number;  and  the 
Senate  recedes. 

Amendments  Nos.  66  and  70:  The  House 
bill  increased  the  rates  for  computing  the 
gift  tax  for  the  calendar  year  1942  and  each 
calendar  year  thereafter,  and  made  permanent 
the  defense  tax  imposed  for  five  years  by  sec¬ 
tion  1001  (d)  of  the  Internal  Revenue  Code. 
By  reason  of  the  integration  of  the  defense 
tax  and  the  gift  tax,  these  amendments  fur¬ 
ther  increase  the  rates  for  computing  the  gift 
tax,  and  repeal  section  1001  (d)  of  the  In¬ 
ternal  Revenue  Cede,  which  relates  to  the 
defense  tax  rate.  The  House  recedes. 

Amendments  Nos.  67,  68,  and  69:  These 
amendments  make  clerical  changes;  and  the 
House  recedes. 

Amendments  Nos.  71,  72,  73,  74  and  76: 
These  amendments  eliminate  the  differential 
in  favor  of  brandy  and  subject  brandy  to  the 
same  $4  rate  as  other  distilled  spirits.  In 
connection  with  this  change  a  clerical  amend¬ 
ment  is  made  in  the  heading  of  section  533 
(a)  and  the  floor  stocks  tax  on  brandy  is 
made  $1.25,  the  difference  between  the  rate 
of  $2.75  under  existing  law  and  the  $4  rate 
under  the  Senate  amendment.  The  House 
recedes. 

Amendments  Nos.  75,  77  and  78:  These  are 
clerical  amendments  dependent  upon  amend¬ 
ment  No.  89,  which  changes  the  effective  date 
of  part  III;  and  the  House  recedes. 

Amendments  Nos.  79,  80,  81,  82  and  83: 
These  amendments  increase  the  House  bill 
rates  on  still  wines  from  8,  24  and  50  cents 
to  10,  35  and  65  cents,  respectively;  the  rate 
of  4  cents  on  sparkling  wines  to  7  cents;  and 
the  rate  of  2 14  cents  on  artificially  carbonated 
wines  and  on  liqueurs,  cordials,  and  similar 
compounds  to  3  y2  cents.  The  House  recedes 
on  amendments  Ncs.  81,  82  and  83  and  recedes 
on  amendment  No.  80  with  an  amendment 
reducing  the  35-cent  rate  on  still  wines  con¬ 
taining  more  than  14  percent  and  not  ex¬ 
ceeding  21  percent  of  absolute  alcohol  to  30 
cents.  The  Senate  recedes  on  amendment 
No.  79,  thereby  reverting  to  the  8-cent  rate 
in  the  House  bill  on  still  wines  containing 
not  more  than  14  percent  of  absolute  alcohol. 

Amendments  Nos.  84,  85  and  86:  These  are 
clerical  amendments  dependent  upon  amend¬ 
ment  No.  89,  which  changes  the  effective  date 
of  part  III;  and  the  House  recedes. 

Amendment  No.  87:  The  House  bill  imposed 
a  floor  stocks  tax  on  tires  and  tubes  held  for 
sale  on  the  effective  date  of  part  III  of  title  V 
of  the  Revenue  Act  of  1941.  The  amendment 
makes  the  tax  applicable  to  tires  and  tubes 
held  on  October  1,  1941,  the  effective  date  of 
such  part  under  amendment  No.  89;  and  the 
House  recedes. 

Amendment  No.  88:  The  House  bill  made 
amendments  made  by  part  III  of  title  V  ap¬ 
plicable  with  respect  to  the  period  beginning 
with  the  effective  date  of  this  part.  The 
amendment  makes  the  amendments  made  by 
part  III  of  title  V  applicable  with  respect  to 
the  period  beginning  with  October  1,  1941; 
and  the  House  recedes. 


Amendment  No.  89:  The  House  bill  provided 
that  part  III  of  title  V  shall  take  effect  on  the 
first  day  of  the  first  month  which  begins 
more  than  10  days  after  the  date  of  the  en¬ 
actment  of  this  act.  The  amendment  makes 
part  III  effective  October  1,  1941;  and  the 
House  recedes. 

Amendments  Nos.  90  and  92:  The  House 
bill  exempted  from  admissions  tax  payments 
for  admission  which  are  less  than  10  cents. 
It  also  provided  that  amounts  paid  for  ad¬ 
mission  by  season  ticket  or  subscription 
should  be  exempt  only  if  the  amount  which 
would  be  charged  to  the  holder  or  subscriber 
for  a  single  admission  would  be  less  than 
10  cents.  These  amendments  allow  the  ex¬ 
emption  with  respect  to  charges  under  10 
cents  only  as  to  children  under  12  years  of 
age  and  eliminate  the  provision  of  the  House 
bill  relative  to  season  tickets  or  subscrip¬ 
tions;  and  the  House  recedes. 

Amendment  No.  91 :  The  House  bill  ex¬ 
empted  children  under  12  years  of  age  from 
the  provision  that  in  the  case  of  persons  ad¬ 
mitted  free  or  at  reduced  rates  an  equivalent 
tax  shall  be  collected  based  on  the  price 
charged  to  other  persons  for  the  same  or  simi¬ 
lar  accommodations.  The  amendment  ex¬ 
tends  the  exemption  to  persons  under  18  years 
of  age;  and  the  Senate  recedes. 

Amendments  Nos.  93  and  94:  The  House 
bill  terminated  the  exemptions  from  admis¬ 
sions  tax  extended  by  section  1701  of  the 
Internal  Revenue  Code  with  respect  to, 
among  others,  certain  religious,  educational, 
or  charitable  entertainments;  agricultural 
fairs;  and  certain  concerts  conducted  by  cer¬ 
tain  civic  or  community  membership  associa¬ 
tions.  The  amendments  restore  these  ex¬ 
emptions  and  also  exempt  admissions  to  en¬ 
tertainments  conducted  by  public  or  paro¬ 
chial,  elementary  or  high  schools;  and  the 
Senate  recedes. 

Amendment  No.  95:  This  amendment 
makes  the  floor  stocks  tax  on  matches  im¬ 
posed  by  the  House  bill  effective  on  October 
1,  1941,  the  effective  date  of  part  IV  of  title 
V  of  the  bill  under  amendment  No.  103;  and 
the  House  recedes. 

Amendment  No.  96:  By  section  548  the 
House  bill  imposed  on  telephone,  telegraph, 
cable,  and  radio  dispatches,  messages,  and 
conversations  for  which  the  charge  is  more 
than  24  cents,  a  tax  at  the  rate  of  5  cents  for 
each  50  cents  or  fraction  thereof  of  the 
charge.  The  amendment  confines  this  tax 
to  telephone  or  radio  telephone  messages  or 
conversations  and  imposes  in  the  case  of 
each  telegraph,  cable,  or  radio  dispatch  or 
message  a  tax  of  10  per  centum  of  the  amount 
of  the  charge. 

Section  548  of  the  House  bill  also  imposed 
a  tax  equivalent  to  5  percent  of  the  amount 
paid  for  (A)  leased  wire  or  talking  circuit 
special  service  or  (B)  wire  and  equipment 
service  (including  teletypewriter  service, 
burglar  alarm  service,  news  ticker  service 
and  stock  quotation  and  information  services, 
and  all  other  similar  services) .  The  amend¬ 
ment  imposes  a  10-percent  tax  with  respect 
to  leased  wire,  teletypewriter  or  talking  cir¬ 
cuit  special  service  and  a  5-percent  tax  with 
respect  to  amounts  paid  for  wire  and  equip¬ 
ment  service,  but  not  including  burglar  or 
fire  alarm  service. 

The  House  recedes  with  an  amendment 
subjecting  burglar  and  fire  alarm  service  to 
the  5-percent  tax. 

Amendment  No.  97:  This  amendment  in¬ 
creases  the  tax  imposed  on  the  amount  paid 
by  subscribers  for  local  telephone  service 
from  5  percent  as  fixed  by  the  House  bill  to 
10  percent;  and  the  House  recedes  with  an 
amendment  fixing  the  rate  at  6  percent. 

Amendments  Nos.  93  and  99:  The  House 
bill,  in  certain  cases,  exempts  from  the  taxes 
under  section  3465  of  the  Internal  Revenue 
Code,  as  amended  by  section  548  of  the  House 
bill,  any  payment  received  from  any  person 
for  services  or  facilities  utilized  in  the  col¬ 
lection  of  news  for  the  public  press,  or  radio 
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broadcasting,  or  in  the  dissemination  of 
news  through  the  public  press.  The  amend¬ 
ments  also  exempt  news-ticker  services 
furnishing  a  general  news  service  similar  to 
that  of  the  public  press;  and  the  House 
recedes. 

Amendments  Nos.  100,  101,  and  102:  The 
House  bill  provided  that  in  the  case  of  leases, 
contracts  of  sale,  or  conditional  sales  and 
deliveries  thereunder  made  before  July  1, 
1941,  payments  made  subsequent  to  the  effec¬ 
tive  date  of  part  IV  of  Title  V  were  to  be 
taxed  at  the  rate  in  force  prior  to  such  effec¬ 
tive  date.  The  amendments  apply  this  pro¬ 
vision  to  leases,  contracts  of  sale,  and  con¬ 
ditional  sales  and  deliveries  thereunder  made 
prior  to  October  1,  1941,  the  effective  date  of 
such  part  under  amendment  No.  103.  The 
Houses  recedes. 

Amendments  Nos.  103,  104,  105,  106,  107, 
and  108:  These  amendments  change  the  ef¬ 
fective  dates  of  certain  provisions,  the  effec¬ 
tive  date  in  the  case  of  amendments  Nos. 
103,  104,  and  105,  being  October  1,  1941,  and 
the  effective  date  in  the  case  of  amendment 
No.  106  being  October  5,  1941,  and  in  the  case 
of  amendments  Nos.  107  and  108,  being  Octo¬ 
ber  6,  1941;  and  the  House  recedes. 

Amendment  No.  109:  This  amendment 
eliminates  the  taxes  on  soft  drinks,  finished 
or  fountain  syrups  and  carbonic  acid  gas 
imposed  by  the  House  bill;  and  the  House 
recedes. 

Amendment  No.  110:  This  is  a  change  of 
section  number;  and  the  House  recedes. 

Amendment  No.  Ill:  This  amendment 
eliminates  the  tax  imposed  by  the  House  bill 
on  artificial  lures,  baits,  and  flies;  and  the 
Senate  recedes. 

Amendments  Nos.  112,  113,  and  114:  These 
amendments  make  the  tax  imposed  by  the 
House  bill  on  certain  electrical  appliances  ap¬ 
plicable  also  to  gas  or  oil  water  heaters  and 
gas  or  oil  appliances  used  for  cooking,  warm¬ 
ing,  etc.;  and  the  House  recedes. 

Amendments  Nos.  115  and  116:  These 
amendments  delete  the  names  of  certain 
business  appliances  made  taxable  by  the 
House  bill  and  provide  appropriate  descrip¬ 
tions  for  such  appliances  not  already  cov¬ 
ered  under  other  designations;  and  the 
House  recedes. 

Amendment  No.  117;  The  House  bill  taxed 
only  washing  machines  of  the  kind  used  in 
commercial  laundries.  The  amendment  ex¬ 
tends  the  tax  to  domestic  washing  machines 
and  other  washing  machines  generally;  and 
the  Senate  recedes. 

Amendment  No.  118:  This  amendment  im¬ 
poses  a  10  percent  manufacturers’  excise  tax 
on  electric  light  bulbs.  The  House  recedes 
with  an  amendment  excluding  articles  other¬ 
wise  taxable,  reducing  the  tax  to  5  percent, 
and  making  it  clear  that  the  tax  applies  to 
electric  light  tubes. 

Amendments  Nos.  119  and  124:  The  House 
bill  imposed  a  tax  on  jewelry  and  other  enu¬ 
merated  articles  sold  at  retail.  Amendment 
No.  124  deletes  this  tax  but  amendment  No. 
119  substitutes  a  tax  on  similar  articles  sold 
by  the  manufacturer,  producer,  or  importer 
with  an  exemption  of  fountain  pens  if  the 
only  part  of  the  pen  which  consists  of  pre¬ 
cious  metals  is  the  point  or  other  essential 
part  not  used  for  ornamental  purposes.  The 
Senate  recedes  on  amendment  No.  119.  The 
House  recedes  on  amendment  No.  124  with 
an  amendment  restoring  the  tax  on  articles 
sold  at  retail,  and  excepting  fountain  pens  if 
the  only  parts  of  the  pen  which  consist  of 
precious  metals  are  points  or  other  essential 
parts  not  used  for  ornamental  purposes. 

Amendment  No.  120:  This  amendment 
eliminates  a  provision  of  the  House  bill  that 
an  article  subject  to  jewelry  tax  shall  not 
be  subject  to  any  other  tax  imposed  by  sec¬ 
tion  551  (552  of  the  House  bill);  and  the 
Senate  recedes. 

Amendment  No.  121:  This  amendment  is 
clerical;  and  the  Senate  recedes. 
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Amendment  No.  122:  This  amendment 
makes  the  effective  date  of  section  551,  Oc¬ 
tober  1,  1941,  instead  of  the  first  day  of  the 
first  month  which  begins  more  than  10  days 
after  the  enactment  of  the  act;  and  the 
House  recedes. 

Amendment  No.  123:  This  is  a  change  in 
section  number;  and  the  House  recedes. 

Amendments  Nos.  125  and  126:  These  are 
changes  in  section  numbers;  and  the  Senate 
recedes. 

Amendment  No.  127:  Under  the  House  bill, 
toilet  preparations  used  by  a  barber  shop, 
beauty  parlor,  or  similar  establishment,  in 
the  treatment  of  any  customer  or  patron 
were  considered  as  sold  at  retail  and  were 
subject  to  tax  at  10  percent  of  their  fair  re¬ 
tail  price,  as  determined  by  the  Commis¬ 
sioner.  Under  the  amendment,  sales  of  toilet 
preparations  to  such  establishments  are 
treated  as  sales  at  retail.  Sales  by  such  es¬ 
tablishments  are  also  considered  sales  at  re¬ 
tail  under  the  amendment,  but  in  such  a  case 
the  tax  imposed  is  credited  with  the  tax  paid 
on  the  sale  to  the  establishment.  The  House 
recedes. 

Amendment  No.  128:  This  is  a  change  in 
section  number  and  the  Senate  recedes. 

Amendment  No.  129:  This  amendment  pro¬ 
vides  certain  rules  for  determining  the  tax¬ 
able  price  of  an  article  subject  to  retailers’ 
excise  tax.  It  provides  that  charges  for  cov¬ 
erings  and  containers  and  for  placing  the 
article  in  condition  packed  ready  for  ship¬ 
ment  shall  be  included,  but  excludes  the  tax 
itself.  There  is  also  excluded,  if  stated  as  a 
separate  charge,  the  amount  of  any  retail 
sales  tax  imposed  by  any  State,  or  Territory, 
or  political  subdivision  of  the  foregoing,  or 
the  District  of  Columbia.  The  House  re¬ 
cedes. 

Amendments  Nos.  130  and  131:  These 
amendments  change  section  numbers;  and 
the  Senate  recedes. 

Amendments  Nos.  132  and  133:  The  House 
bill  provided  that  the  retail  excise  taxes 
should  not  apply  to  jewelry  or  furs  if  the 
article  was  the  subject  of  a  lease,  contract  for 
sale,  or  conditional  sale  and  delivery  was 
made  and  part  of  the  consideration  was  paid 
before  July  1,  1941. 

Amendment  No.  132  is  a  technical  amend¬ 
ment  related  to  amendments  Nos.  124  and  126. 

Amendment  No.  133  changes  “July  1,  1941” 
to  "October  1,  1941.”  The  Senate  recedes  on 
amendment  No.  132  in  conformity  with  the 
action  on  amendments  Nos.  124  and  126. 
The  House  recedes  on  amendment  No.  133. 

Amendments  Nos.  134,  135,  and  136:  These 
amendments  change  section  numbers;  and 
the  Senate  recedes. 

Amendment  No.  137:  This  amendment  pro¬ 
hibits,  under  penalty,  in  connection  with  the 
sale  or  lease,  or  offer  for  sale  or  lease,  of  any 
article  subject  to  retailers’  excise  tax,  the 
making  of  any  statement,  written  or  oral,  in 
advertisement  or  otherwise,  intended  or  cal¬ 
culated  to  lead  any  person  to  believe  that 
the  price  does  not  include  the  tax.  The 
House  recedes  with  a  clerical  amendment. 

Amendments  Nos.  138  and  139:  These 
amendments  make  the  retailers’  excise  taxes 
effective  as  of  October  1,  1941,  and  terminate 
the  manufacturers’  tax  on  toilet  articles  as 
of  the  same  date;  and  the  House  recedes. 

Amendment  No.  140:  This  amendment,  in 
clarification  of  existing  language,  amends 
section  3440  of  the  Internal  Revenue  Code 
to  provide  specifically  that  a  renewal  or  ex¬ 
tension  of  a  lease,  or  subsequent  lease,  shall 
be  considered  a  taxable  sale.  The  House 
recedes. 

Amendment  No.  141 :  This  amendment 
peimits  liability  for  a  manufacturers’  excise 
tax  imposed  by  the  bill  to  be  shifted  from 
the  manufacturer  to  the  vendee  in  any  case 
where,  prior  to  the  effective  date  of  part  V  of 
title  V  of  the  bill  (October  1,  1941,  under 
amendment  No.  156) ,  any  person  has  made  a 
bona  fide  contract  for  the  sale  after  that 


date  of  any  article  with  respect  to  the  sale 
of  which  a  tax  is  imposed  or  an  existing 
tax  is  increased  by  the  bill  and  such  contract 
does  not  permit  the  adding  of  the  tax,  un¬ 
less  the  contract  prohibits  such  addition. 
The  House  recedes. 

Amendment  No.  142:  This  amendment 
provides  a  refund  of  the  tax  on  photographic 
apparatus  imposed  by  section  551  (552  in 
the  House  bill)  paid  on  unexposed  motion 
picture  films  used  or  resold  for  use  in  the 
making  of  news  reel  motion  picture  films; 
and  the  House  recedes. 

Amendment  No.  143:  This  amendment  al¬ 
lows,  with  respect  to  automobile  radios  sold 
or  used  in  connection  with  the  sale  of  auto¬ 
mobiles  and  similar  articles,  a  credit  similar 
to  that  allowed  with  respect  to  tires  and 
tubes  when  so  sold  or  used.  The  House  re¬ 
cedes  with  a  clarifying  amendment. 

Amendment  No.  144:  Under  this  amend¬ 
ment,  refund  of  tax  paid  on  distilled  spirits 
would,  under  certain  limitations  therein  pro¬ 
vided,  be  allowed  at  the  rate  of  $1  per  proof 
gallon  in  the  case  of  distilled  spirits  used  in 
the  manufacture  or  production  of  an  article 
intended  for  use  for  nonbeverage  purposes 
and  sold  for  such  use.  The  Senate  recedes. 

Amendment  No.  145:  This  amendment 
makes  the  tax  on  payments  for  transporta¬ 
tion  of  persons  applicable  with  respect  to 
payments  on  or  after  October  1,  1941,  instead 
of  the  first  month  which  begins  more  than 
ten  days  after  the  date  of  the  enactment  of 
the  act,  as  provided  in  the  House  bill.  The 
House  recedes  with  an  amendment  changing 
the  date  to  October  10,  1941. 

Amendment  No.  146:  This  amendment,  in 
certain  cases,  exempts  from  transportation 
tax  payments  for  transportation  of  military 
or  naval  personnel;  and  the  House  recedes. 

Amendment  No.  147:  The  House  bill  im¬ 
posed  an  occupational  tax  of  $25  per  annum 
with  respect  to  the  operation  of  a  pinball 
game,  a  slot  machine,  or  similar  amusement 
or  gaming  device.  The  amendment  estab¬ 
lishes  two  different  rates  of  tax;  $10  per 
annum  in  the  case  of  a  pinball  game,  or 
similar  game  or  amusement  machine,  and 
$50  with  respect  to  so-called  slot  machines, 
the  operation  of  which  involves  an  element 
of  chance;  and  the  House  recedes. 

Amendment  No.  143:  The  House  bill  pro¬ 
vided  with  respect  to  the  year  ending  June 
30,  1942,  that  the  tax  on  the  operation  of  a 
coin-operated  game  or  other  amusement  or 
gaming  device  should  not  be  applicable  with 
respect  to  operation  prior  to  the  effective 
date  of  part  V  of  title  V  of  the  Revenue  Act 
of  1941.  The  amendment  fixes  October  1, 
1941,  as  the  date  prior  to  which  operation  of 
such  device  shall  not  cause  tax  liability  to 
be  incurred.  The  House  recedes. 

Amendments  Nos.  149  and  150:  These 
amendments  reduce  the  tax  on  the  operation 
of  a  bowling  alley,  billiard  table,  or  pool 
table  from  $15  to  $10  per  annum,  and  make 
the  date  prior  to  which  operation  shall  not 
cause  tax  liability  to  be  incurred  October 
1,  1941.  The  House  recedes. 

Amendment  No.  151:  This  amendment 
eliminates  the  tax  imposed  by  the  House  bill 
upon  every  person  who  engages  in  business  as 
a  lessor  of  billboards;  and  the  House  recedes. 

Amendment  No.  152:  This  amendment 
makes  a  change  in  section  number;  and  the 

T-Tr'i i cp  rpppdps 

Amendments  Nos.  153  and  154:  The  House 
bill  exempted  from  the  tax  on  the  use  of 
boats,  boats  used  exclusively  for  trade,  and 
so  forth.  These  amendments  change  "exclu¬ 
sively”  to  "chiefly”  and  also  exempt  boats 
used  by  the  Sea  Scouts  Department  of  the 
Boy  Scouts  of  America  chiefly  for  training 
scouts  in  seamanship.  The  House  recedes. 

Amendment  No.  155:  The  House  bill  au¬ 
thorized  the  Postmaster  General  to  cooperate 
with  the  Commissioner  of  Internal  Revenue 
in  the  sale  of  stamps,  stickers,  or  tags  used 
for  payment  of  the  tax  on  the  use  of  motor 
vehicles  and  boats.  By  the  Senate  amend¬ 


ment,  the  Secretary  of  the  Treasury  is  au¬ 
thorized  and  directed  to  advance  from  time 
to  time  to  the  Postmaster  General  such  sums 
as  the  Postmaster  General  may  show  shall 
be  required  in  the  performance  of  such  serv¬ 
ices.  The  House  recedrs  with  an  amendment 
authorizing  the  appropriation  of  such  sums 
as  may  be  necessary  to  enable  the  Secretary 
of  the  Treasury  to  make  the  advances  to  the 
Postmaster  General. 

Amendment  No.  156:  This  amendment 
changes  a  section  number;  and  the  House 
recedes. 

Amendment  No.  157:  This  amendment  pro¬ 
vides  that  part  V  of  title  V  of  the  bill  shall 
be  effective  October  1,  1941;  and  the  House 
recedes. 

Amendment  No.  158:  This  amendment  pro¬ 
vides  that  the  taxes  collected  with  respect  to 
the  processing  of  coconut  oil  originating  in 
Guam  or  American  Samoa  shall  be  held  as 
separate  funds  and  paid  to  the  Treasuries  of 
these  possessions,  with  a  condition  that  such 
funds  shall  not  be  used  to  subsidize  producers 
of  copra,  coconut  oil,  or  allied  products  in 
such  possessions;  and  the  House  recedes. 

Amendment  No.  159:  This  amendment 
eliminates  the  tax  imposed  by  the  House  bill 
with  respect  to  the  operation  of  a  radio 
broadcasting  station  or  engaging  in  network 
broadcasting;  and  the  House  recedes. 

Amendment  No.  160:  This  amendment 
establishes  a  committee  to  investigate  non- 
essential  Federal  expenditures.  The  com¬ 
mittee  is  to  be  composed  of  (a)  three  mem¬ 
bers  of  the  Senate  Committee  on  Finance 
and  three  members  of  the  Senate  Committee 
on  Appropriations,  to  be  appointed  by  the 
President  of  the  Senate;  (b)  three  members 
of  the  House  Committee  on  Ways  and  Means, 
and  three  members  of  the  House  Committee 
on  Appropriations,  to  be  appointed  by  the 
Speaker  of  the  House  of  Representatives; 
and  (c)  the  Secretary  of  the  Treasury  and 
the  Director  of  the  Bureau  of  the  Budget. 
It  shall  be  the  duty  of  such  committee  to 
make  a  complete  study  and  investigation  of 
all  expenditures  of  the  Federal  Government 
with  a  view  to  recommending  the  elimina¬ 
tion  or  reduction  of  all  such  expenditures 
deemed  to  be  nonessential.  The  committee 
shall  report  to  the  President  and  to  the  Con¬ 
gress  the  result  of  its  study  together  with  its 
recommendations  at  the  earliest  practicable 
date.  It  is  given  the  authority  and  powers 
commonly  given  to  similar  committees  of  the 
Senate  and  will  operate  under  an  appropria¬ 
tion  not  to  exceed  $10,000.  The  House  re¬ 
cedes. 

Amendment  No.  161:  This  amendment 
amends  section  1303  of  the  Revenue  Act  of 
1918,  as  amended,  to  strike  out  "President  of 
the  Senate”  wherever  it  appears  therein  and 
insert  in  lieu  thereof  “President  pro  tempore 
of  the  Senate.”  The  House  recedes. 

Amendment  No.  162:  This  amendment 
allows  further  time  within  which  a  taxpayer 
may  pay  contributions  into  an  unemploy¬ 
ment  fund  under  a  State  law  and  obtain 
credit  therefor  against  the  Federal  unem¬ 
ployment  tax  for  1936,  1937,  1938,  1939,  or 
1940.  There  was  no  comparable  provision  in 
the  House  bill.  In  each  of  the  past  3  years  a 
similar  provision  of  law  has  been  enacted. 
Since  this  tax  has  been  in  effect  for  more  than 
5  years,  a  period  in  which  taxpayers  have  had 
ample  opportunity  to  familiarize  themselves 
with  the  time  limitation  provided  in  the  per¬ 
manent  law  and  to  take  advantage  of  prior 
relief  legislation,  the  conferees  are  in  agree¬ 
ment  with  the  statement  of  the  Finance 
Committee  of  the  Senate  that  this  relief 
legislation  should  be  the  last  of  its  kind  to 
be  enacted.  The  House  recedes  with  a  clerical 
amendment. 

Amendment  No.  163:  This  amendment  adds 
a  new  section  which  amends  the  provisions  of 
title  II  of  the  Labor-Federal  Security  Appro¬ 
priation  Act,  1942,  relating  to  the  appropria¬ 
tion  available  to  the  Social  Security  Board 
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for  grants  to  States  for  unemployment  com¬ 
pensation  administration.  The  conferees 
were  impressed  with  the  purpose  of  this 
amendment,  but  due  to  difficulties  of  working 
out  a  suitable  provision,  action  on  the  merits 
was  deferred  with  the  understanding  that  it 
would  be  considered  in  a  later  bill.  The 
Senate  recedes. 

Amendment  No.  164:  This  amendment  adds 
a  new  section  amending  section  401  of  the 
Second  Revenue  Act  of  1940  (relative  to  the 
suspension  of  the  Vinson-Trammell  Act  in  the 
case  of  contracts  or  subcontracts  not  com¬ 
pleted  before  the  contractors’  or  subcon¬ 
tractors’  first  excess  profits  tax  taxable  year) 
to  provide  that  for  the  purposes  of  such  sec¬ 
tion  a  contract  or  subcontract  shall  be 
deemed  to  be  completed  on  the  date  on  which 
final  delivery  and  acceptance  of  the  vessel  or 
other  article  specified  therein  is  made.  The 
conferees  have  deferred  action  on  the  merits 
of  this  amendment  with  the  understanding 
that  it  will  be  considered  in  a  later  bill  deal¬ 
ing  with  administrative  matters.  The  Senate 
recedes. 

R.  L.  Doughton, 

Thos.  H.  Cullen, 

Jeee  Cooper, 

John  W.  Eoehne,  Jr., 

Allen  T.  Treadway, 

Harold  Knutson, 

Daniel  A.  Reed, 

Managers  on  the  part  of  the  House. 

The  SPEAKER.  The  gentleman  from 
North  Carolina  is  recognized  for  1  hour. 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
yield  myself  10  minutes. 

Mr.  Speaker,  I  do  not  know  that  a 
statement  by  the  chairman  of  the  Com¬ 
mittee  on  Ways  and  Means,  is  altogether 
necessary  after  the  reading  of  the  state¬ 
ment  of  the  conferees  by  the  Clerk. 
Members  of  the  House  are  familiar  with 
the  bill  as  it  passed  the  House.  You 
have  listened  to  the  reading  of  the  state¬ 
ment  in  lieu  of  the  report,  and  especially 

1  presume  Members  have  read  the  report, 
which  I  endeavored  to  place  in  the  office 
of  each  Member  of  the  House  this  morn¬ 
ing.  I  have  prepared  a  brief  statement 
to  present  to  the  House  and  after  that,  if 
there  are  any  questions  in  the  minds  of 
Members,  some  of  us  will  endeavor  to 
enlighten  the  House  concerning  them. 

Mr.  DUNCAN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  Yes. 

Mr.  DUNCAN.  I  wanted  to  ask  about 
amendments  numbered  119  and  124, 
which  impose  a  jewelry  tax.  Of  course, 
as  the  bill  is  before  us  it  does  not  con¬ 
tain  a  full  draft  of  the  law.  I  wanted  to 
ask  particularly  about  safety  razors.  The 
Gillette  safety  razor,  for  example,  sells 
for  about  20  cents.  It  is  sold,  together 
with  five  blades,  for  49  cents.  It  has 

2  cents  worth  of  gold,  not  for  ornamental 
purposes,  but  purely  for  purposes  of 
utility.  The  manufacturers  of  these 
commodities  are  unable  to  obtain  nickel, 
and  for  the  purpose  of  preventing  rust  it 
is  necessary  to  use  this  thin  coating  of 
gold.  I  am  wondering  whether  or  not, 
in  the  draft  of  the  bill  as  we  get  it,  this 
particular  commodity  will  be  assessed  as 
jewelry. 

Mr.  DOUGHTON.  I  will  say  to  my 
distinguished  friend,  an  able  member  of 
the  Committee  on  Ways  and  Means,  that 
I  do  not  know  that  I  would  be  able  to 
give  him  any  fuller  information  than  is 
contained  in  the  language  of  the  bill. 

Mr.  DUNCAN.  In  this  amendment 
you  have  exempted  fountain  pens  where 


the  precious  metal  that  is  used  is  an 
essential  part. 

Mr.  DOUGHTON.  There  was  no  lan¬ 
guage  in  the  House  bill  that  dealt  exclu¬ 
sively  or  especially  with  fountain  pens 
but  an  exemption  was  written  into  the 
Senate  bill,  and  carried  into  the  confer¬ 
ence  agreement. 

Mr.  DUNCAN.  Well,  it  is  in  the 
amendment.  They  are  excluded. 

Mr.  DOUGHTON.  I  think  any  state¬ 
ment  which  the  distinguished  gentleman 
would  make  would  carry  a  great  deal  of 
weight  with  the  Treasury  Department. 

Mr.  DUNCAN.  It  seems  to  me  that  in 
an  item  of  this  kind,  which  is  essentially 
not  jewelry  and  it  is  absolutely  neces¬ 
sary  in  order  to  preserve  the  metal,  to 
place  2  cents  worth  of  gold  on  it,  should 
not  bring  the  commodity  within  the  pro¬ 
visions  of  the  act. 

Mr.  DOUGHTON.  The  gentleman  re¬ 
fers  to  safety  razors? 

Mr.  DUNCAN.  This  is  a  sort  of  gen¬ 
eral  discussion. 

Mr.  DOUGHTON.  Where  they  are 
just  dipped  in  gold  for  the  purpose  of 
preventing  corrosion,  I  understand  that 
they  would  be  exempt.  If  they  are 
heavily  plated  with  gold,  however,  they 
should  be  taxable  the  same  as  any  other 
gold  article. 

Mr.  JENKINS  of  Ohio.  Mr.  Speaker, 
will  the  gentleman  yield  to  me? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Ohio. 

Mr.  JENKINS  of  Ohio.  In  view  of  the 
fact  that  you  have  already  brought  up 
the  matter  of  jewelry,  is  not  this  the  fact 
from  this  conference  report  and  all  this 
talk  about  amendments  in  the  Senate 
with  reference  to  jewelry,  that  they  all 
go  out  of  the  window,  and  we  go  back  to 
the  bill  as  passed  by  the  House? 

Mr.  DOUGHTON.  Absolutely,  except 
for  the  special  exemption  as  to  fountain 
pens,  to  which  the  gentleman  from  Mis¬ 
souri  [Mr.  Duncan]  has  referred. 

Mr.  JENKINS  of  Ohio.  That  is  the 
section  on  page  98. 

Mr.  DOUGHTON.  The  Senate  re¬ 
ceded  on  the  jewelry  provision,  except  as 
to  fountain  pens. 

Mr.  JENKINS  of  Ohio.  Will  the  gen¬ 
tleman  tell  me  just  what  it  does  do  with 
reference  to  fountain  pens?  As  I  under¬ 
stand  it,  it  does  not  include  any  fountain 
pen  unless  it  is  one  that  has  been  deco¬ 
rated  with  silver  or  some  precious  metal, 
or  something  like  that. 

Mr.  .DOUGHTON.  I  understand  that 
to  be  correct.  Fountain  pens  are  exempt 
if  the  only  parts  of  the  pen  which  con¬ 
sist  of  precious  metals  are  points  or  other 
essential  parts  not  used  for  ornamental 
purposes. 

Mr.  REED  of  New  York.  Will  the  gen¬ 
tleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  REED  of  New  York.  What  this 
exempts  from  taxation  is  the  gold  point 
of  the  pen,  which  is  essential,  and  the 
band  that  goes  around  the  pen  to  keep 
it  from  splitting,  which  is  an  essential 
part  of  the  pen. 

Mr.  JENKINS  of  Ohio.  Will  the  gen¬ 
tleman  yield  for  another  question? 

Mr.  DOUGHTON.  I  yield. 

Mr.  JENKINS  of  Ohio.  As  I  under¬ 
stand  it,  the  tax  on  jewelry  will  be  a  10- 


percent  tax  on  all  jewelry  articles  in  a 
jewelry  store. 

Mr.  DOUGHTON.  All  articles  sold  at 
retail. 

Mr.  JENKINS  of  Ohio.  In  that  re¬ 
spect,  that  is  about  the  only  case  in  this 
bill  where  we  have  a  direct  retail  tax;  is 
that  right? 

Mr.  COOPER.  There  are  two  more. 

Mr.  JENKINS  of  Ohio.  What  other 
items? 

Mr.  COOPER.  Furs  and  cosmetics. 

Mr.  JENKINS  of  Ohio.  In  that  re¬ 
spect  the  bill  is  distinctive,  in  that  it  does 
lay  a  direct  retail  tax  on  all  jewelry  in 
ail  jewelry  stores  and  also  in  drug  stores 
which  sell  jewelry  and  all  of  the  big  de¬ 
partment  stores  which  sell  jewelry. 

Mr.  DOUGHTON.  A  retail  sales  tax; 
10  percent  on  jewelry.  Of  course,  the 
Senate  increased  it  to  15  percent  and 
made  it  a  manufacturers’  sales  tax,  with 
a  15  percent  floor-stock  tax,  but  the 
Senate  conferees  receded  on  that. 

Mr.  DONDERO.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  DONDERO.  On  pages  10  and  11 
of  the  report  reference  is  made  to  joint 
returns  and  community  property,  and 
states  that  the  Ways  and  Means  Com¬ 
mittee  will  deal  with  that  subject  in  an 
administrative  bill. 

Mr.  DOUGHTON.  Yes. 

Mr.  DONDERO.  I  think  the  House 
would  like  to  know  just  what  is  meant  by 
that  statement  at  the  top  of  page  11  of 
the  report. 

Mr.  DOUGHTON.  I  think  what  is 
meant  by  that  is  this:  It  will  be  remem¬ 
bered  that  when  the  joint  return  was 
voted  out  in  the  House,  one  of  the  main 
reasons  assigned  by  those  opposing  joint 
returns  was  that  hearings  had  not  been 
had  and  that  the  House  did  not  have 
sufficient  information  to  deal  with  the 
subject  of  joint  returns.  That  being  the 
case,  it  was  inferred  that  when  the  new 
tax  bill  comes  up,  a  question  as  important 
as  this  would  receive  full  consideration 
and  proper  hearings  would  be  conducted. 

Mr.  FITZPATRICK.  If  we  had  passed 
the  bill  as  recommended  by  the  Ways  and 
Means  Committee  containing  the  provi¬ 
sion  requiring  joint  returns  we  would  not 
have  had  to  reduce  the  exemption  to 
$1,500  on  married  people. 

Mr.  DOUGHTON.  That  is  the  view 
we  took  on  it.  I  went  into  that  fully  in 
my  statement  at  the  time  we  considered 
the  bill  originally. 

Mr.  FITZPATRICK.  The  committee 
recommended  compulsory  joint  returns, 
but  the  House  knocked  it  out,  and  for 
that  reason  we  are  new  compelled  to  re¬ 
duce  the  exemption  to  $1,500  on  married 
people  and  $750  on  single  people. 

Mr.  DOUGHTON.  The  gentleman  is 
absolutely  correct.  But  the  House  and 
the  Senate  both  acted  after  due  warning. 
The  amount  had  to  be  restored  in  some 
form,  and  it  was  restored  in  the  Senate 
by  broadening  the  base.  The  matter  will 
be  solved  in  some  way,  and  possibly  in  a 
way  which  will  be  more  objectionable 
than  the  joint-return  previsions  of  the 
House  bill. 

Mr.  RICH.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  DOUGHTON.  I  yield. 
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Mr.  RICH.  I  note  that  under  the  op¬ 
eration  of  the  provisions  of  amendment 
No.  32,  which  reduces  the  exemption  for 
married  people  from  $2,000  to  $1,500  and 
for  single  people  from  $800  to  $750,  that 
it  is  expected  4,930,000  additional  returns 
will  be  made  and  that  the  increased  reve¬ 
nue  expected  to  be  received  from  these 
sources  will  be  $47,000,000. 

Mr.  DOUGHTON.  From  new  tax¬ 
payers. 

Mr.  COOPER.  Mr.  Speaker,  will  the 
gentleman  yield? 

The  SPEAKER.  The  gentleman  from 
North  Carolina  has  consumed  10  minutes. 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
yield  myself  15  additional  minutes. 

Mr.  RICH.  How  many  new  returns 
will  there  be,  and  what  will  be  the  cost  to 
the  Government  of  supervising  these  re¬ 
turns? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  COOPER.  I  think  it  should  be 
made  clear  that  by  reducing  the  exemp¬ 
tions  from  $2,000  to  $1,500  for  married 
people  and  from  $800  to  $750  for  single 
people  the  Treasury  Department  esti¬ 
mates  that  additional  revenue  of  $303,- 
700,000  will  be  received.  Of  this  amount, 
there  will  be  received  from  new  tax¬ 
payers  $47,300,000.  There  will  be  re¬ 
ceived  from  present  taxpayers,  who  will 
be  required  to  pay  more,  the  sum  of 
$256,400,000. 

Of  the  $303,700,000,  it  is  estimated  that 
married  people  will  pay  $283,200,000  ad¬ 
ditional  in  taxes,  and  single  people 
$20,600,000. 

Mr.  RICH.  The  point  I  would  like  to 
make  is  that  it  will  cost  a  great  deal  of 
money  to  check  and  supervise  these  addi¬ 
tional  tax  returns.  The  gentleman 
states  it  is  expected  $47,000,000  additional 
will  be  received  from  new  taxpayers  be¬ 
cause  of  the  broadening  of  the  base.  I 
ask  the  gentleman  from  Tennessee  what 
it  will  cost  the  Federal  Government  to 
collect  this  $47,000,000? 

Mr.  COOPER.  The  estimate  received 
by  us  is  that  it  costs  about  50  cents  a 
return. 

Mr.  RICH.  Fifty  cents  a  return. 
There  are  going  to  be  more  than  2,000,000 

(new  returns. 

Mr.  COOPER.  It  costs  about  50  cents 
to  receive  and  handle  each  non-taxpayer 
return  that  is  filed. 

Mr.  RICH.  The  Treasury  Department 
has  men  running  around  over  the  coun¬ 
try  examining  these  returns.  Certainly 
the  cost  of  these  men  is  not  included  in 
the  cost  of  examination  just  referred  to 
by  the  gentleman. 

Mr.  COOPER.  And,  if  the  gentleman 
will  permit,  the  estimate  given  your 
committee  is  that  for  taxable  returns 
filed  it  costs  about  $1.50  to  receive  and 
handle  them. 

Mr.  KNUTSON.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  KNUTSON.  In  line  with  the  gen¬ 
tleman’s  question,  it  probably  would  be 
appropriate  at  this  time  to  call  atten¬ 
tion  to  the  fact  that  we  have  adopted  a 
simplified  return  for  these  nontaxpayers, 
a  return  on  which  they  will  have  to  an¬ 
swer  only  four  questions. 

Mr.  COOPER.  Yes;  I  was  in  the  act 
of  calling  the  gentleman’s  attention  to 


amendment  No.  3,  appearing  on  page  8  of 
the  bill,  which  provides  for  optional  tax 
on  individuals  with  incomes  of  $3,000  or 
less.  This  is  a  very  much  simplified  form 
that  the  people  coming  under  this  clas¬ 
sification  will  be  allowed  to  make  out  and 
file,  and  it  will  greatly  reduce  the  cost  of 
collection  and  administration. 

Mr.  RICH.  I  understand  that  the  rea¬ 
son  for  the  reduction  in  these  exemptions 
was  because  we  failed  to  adopt  the  com¬ 
pulsory  joint-return  feature,  which  is 
beneficial  to  people  in  eight  community- 
property  States,  because  we  were  not  per¬ 
mitted  to  make  the  people  in  these  com¬ 
munity-property  States  pay  what  they 
should  pay  and  what  others  in  like  cir¬ 
cumstances  have  to  pay  in  other  States. 
That  was  wrong.  You  should  never  have 
permitted  those  fellows  to  escape.  This 
administrative  bill  should  have  teeth  in 
it,  so  that  the  people  in  those  eight  com¬ 
munity-property  States  shall  pay  the 
same  as  every  man  and  woman  in  all  the 
other  States  have  to  pay.  Until  this  de¬ 
fect  is  corrected  we  shall  not  have  just 
legislation. 

Mr.  DOUGHTON.  That  is  a  matter 
the  Congress  will  have  to  correct,  not 
the  Treasury  Department  or  the  admin¬ 
istration. 

Mr.  KNUTSON.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  KNUTSON.  Answering  the  gen¬ 
tleman  from  Pennsylvania,  I  may  say 
that  the  committee  reported  the  bill 
with  the  compulsory  joint  return,  but  on 
a  roll  call  the  House  struck  out  that  pro¬ 
vision,  and  in  so  doing  took  over  $300,- 
000,000  out  of  the  bill. 

Mr.  RICH.  The  gentleman  knows  I 
did  not  vote  to  do  that. 

Mr.  KNUTSON.  I  understand,  but  do 
not  blame  the  Ways  and  Means  Com¬ 
mittee.  The  House  itself  took  that  ac¬ 
tion,  and  in  taking  that  action  com¬ 
pelled  us  to  go  back  and  find  new  sources 
of  income,  and  we  had  to  broaden  the 
base  to  bring  in  $303,000,000. 

Mr.  RICH.  The  Senate  had  such  an 
amendment  under  consideration.  Why 
did  you  not  stick  by  the  Senate  amend¬ 
ment? 

Mr.  DOUGHTON.  The  bill  as  reported 
to  the  Senate  by  the  Finance  Committee 
contained  an  amendment  treating  mar¬ 
ried  persons  in  the  community-property 
States  the  same  as  persons  similarly 
situated  in  the  other  States.  The  Sen¬ 
ate  leaders,  however,  did  not  insist  on  it, 
and  it  was  stricken  from  the  bill  and  was 
not  in  the  bill  as  it  passed  the  Senate. 
This  action  was  taken  with  the  under¬ 
standing  that  the  entire  matter  would 
be  taken  up  later. 

Mr.  RICH.  Will  the  gentleman  yield 
further? 

Mr.  DOUGHTON.  In  one  minute.  A 
decided  majority  of  the  Senate  Finance 
Committee  favored  the  community-prop¬ 
erty  tax  provision,  but  when  it  got  on  the 
floor  of  the  Senate,  in  order  to  avoid  a 
fight  and  a  long  delay  they  agreed  to  let 
it  go  over,  with  the  understanding  that  it 
would  be  the  subject  of  hearings  and  ac¬ 
tion  in  the  administrative  bill. 

Mr.  RICH.  In  other  words,  then,  the 
Senate  was  afraid  of  these  eight  com¬ 
munity-property  States,  and  it  backed 


down  because  it  did  not  have  the  nerve  to 
get  up  and  fight  for  what  was  right. 

Mr.  COCHRAN.  Will  the  gentleman 
yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Missouri. 

Mr.  COCHRAN.  The  gentleman  from 
Pennsylvania  is  talking  about  commu¬ 
nity-property  States  only.  The  House 
considered  a  provision  in  reference  to 
joint  returns  that  applied  not  only  to 
community-property  States  but  to  the 
taxpayers  of  the  country  as  a  whole.  As 
fair  a  provision  as  ever  appeared  in  a 
revenue  bill. 

Mr.  DOUGHTON.  That  is  correct. 

Mr.  COCHRAN.  The  citizens  of  the 
community-property  States  are  minor  in 
comparison  with  the  entire  country. 
The  money  lost  all  over  the  United  States 
on  account  of  the  action  of  the  House 
was  estimated  at  $329,000,000,  affecting 
less  than  5  percent  of  all  taxpayers.  It 
may  be  said  now  that  Members  of  the 
House  Ways  and  Means  Committee,  as 
well  as  many  other  Members,  including 
myself,  predicted  when  that  matter  was 
under  consideration  that  if  the  House 
struck  out  the  joint-return  provision  we 
would  be  required  to  lower  the  exemp¬ 
tion  and  to  increase  the  excise  taxes, 
which  is  just  exactly  what  has  happened. 
Those  who  voted  to  strike  out  the  pro¬ 
vision  referred  to  blame  themselves  now 
for  what  has  happened. 

Mr.  DOUGHTON.  I  never  like  to  say, 
“I  told  you  so”;  but  if  you  will  read  my 
statement  on  this  question  of  joint  re¬ 
turns  when  the  bill  was  originally  before 
us,  you  will  see  that  I  emphasized  the 
fact  that  if  the  joint-return  provision 
were  stricken  from  the  bill  we  would  be 
short  some  $300,000,000.  We  had  to 
raise  $3,500,000,000  as  a  total;  and  if  v/e 
lost  this  $300,000,000,  it  would  have  to 
be  made  up  by  increased  individual  taxes 
or  excise  taxes,  perhaps  both.  The  gen¬ 
eral  belief  was  that  in  broadening  the 
base  we  would  get  a  large  amount  of  ad¬ 
ditional  revenue;  however,  by  broadening 
the  base  we  only  get  $47,000,000  from  new 
taxpayers.  The  other  $256,000,000  will 
come  from  present  taxpayers  whom  we 
thought  we  had  taxed  high  enough.  So 
those  who  opposed  joint  returns  have 
brought  this  situation  upon  themselves 
and  the  tapayers  of  the  country.  They 
have  brought  upon  us  the  necessity  of 
increasing  the  individual  income  taxes  to 
the  extent  of  $300,000,000. 

Mr.  COCHRAN.  And  in  doing  that 
you  are  affecting  100  percent  of  the  tax¬ 
payers  of  the  country;  and  in  knocking 
cut  the  joint  return  you  only  benefit  less 
than  5  percent  of  the  people  of  this  coun¬ 
try  who  make  joint  returns  and  thus 
escape  their  fair  share  of  taxation. 

Mr.  COOPER.  Will  the  gentleman 
yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  COOPER.  I  think  this  ought  to 
be  clarified  to  the  extent  of  saying 
that  the  so-called  community-property 
amendment  was  estimated  to  yield 
$50,000,000. 

Mr.  CCCHRAN.  The  joint  return  is 
the  big  matter. 

Mr-.  COOPER.  The  so-called  manda¬ 
tory  joint  provision  was  estimated  to 
yield  $350,000,000. 
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Mr.  COCHRAN.  Three  hundred  and 
twenty-nine  million  dollars,  according  to 
statements  made  at  the  time  it  was  con¬ 
sidered. 

Mr.  COOPER.  It  should  be  remem¬ 
bered  that  there  is  a  substantial  differ¬ 
ence  in  revenue  as  between  the  two 
proposals. 

Mr.  SUMNERS  of  Texas.  Will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Texas. 

Mr.  SUMNERS  of  Texas.  As  I  under¬ 
stand,  this  community-property  matter 
is  not  involved  in  the  bill  that  the  gentle¬ 
man  is  explaining  to  the  House? 

Mr.  DOUGHTON.  That  is  correct. 

Mr.  SUMNERS  of  Texas.  It  is  not  in 
the  conference  report? 

Mr.  DOUGHTON.  It  is  referred  to  in 
the  conference  report. 

Mr.  SUMNERS  of  Texas.  But  it  is  not 
involved  in  this  bill? 

Mr.  DOUGHTON.  That  is  correct.  It 
was  not  in  conference. 

Mr.  SUMNERS  of  Texas.  It  was  not 
in  conference  at  all. 

Mr.  DOUGHTON.  It  was  explained 
that  the  Senate  was  confronted  with  the 
possibility  of  prolonged  debate.  The 
Senate  was  anxious  to  avoid  delay  and 
it  was  anxious  to  get  this  law  on  the 
statute  books.  It  was  urged  over  there 
that  there  had  not  been  public  hearings 
on  the  subject.  However,  I  may  say  a 
large  majority  of  the  Senate  Finance 
Committee  did  favor  the  community- 
property  provision. 

Mr.  COOPER.  Will  the  gentleman 
yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  Tennessee. 

Mr.  COOPER.  In  order  to  further 
clarify  the  situation,  it  should  be  stated 
that  the  Senate  Finance  Committee  in¬ 
cluded  the  so-called  community-property 
amendment.  When  the  bill  reached  the 
floor  of  the  Senate  that  amendment  was 
eliminated  from  the  bill  by  the  Senate 
itself. 

Mr.  SUMNERS  of  Texas.  Yes.  Of 
course,  the  Ways  and  Means  Committee 
of  the  House  reported  in  favor  of  a  joint 
return.  I  do  not  impugn  anybody’s 
motive,  and  I  want  that  made  clear,  but 
it  does  not  seem  to  me  quite  fair  for  the 
committee  and  the  opponents  of  what 
happened  to  undertake  now  to  inject  that 
issue  into  this  report  when  those  of  us 
who  do  not  agree  with  the  statements 
that  they  have  made  will  have  no  op¬ 
portunity  to  debate  this  matter  on  the 
floor  of  the  House.  I  hope  the  country 
will  understand  that  when  this  matter 
is  presented  again  we  will  have  some 
views  of  our  own  to  express. 

Mr.  DOUGHTON.  There  is  no  doubt 
but  what  the  gentleman  from  Texas  and 
others  who  feel  as  he  does  will  have  the 
opportunity,  and  will  not  be  derelict  in 
presenting  the  views  they  have. 

Mr.  SUMNERS  of  Texas.  This  is  not 
the  time  and  this  is  not  the  place,  if  I 
may  say  so,  to  consider  the  question  of 
joint  returns. 

Mr.  DOUGHTON.  But  some  explana¬ 
tion  must  be  given  here  and  some  ex¬ 
planation  must  be  given  to  the  country 
as  to  the  reason  why  the  exemptions  were 
lowered  and  the  base  broadened,  and 


these  additional  taxes  put  upon  tax¬ 
payers  whom  we  thought  we  had  taxed 
enough. 

Mr.  REED  of  New  York.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  New  York. 

Mr.  REED  of  New  York.  Mr.  Speaker, 
I  ask  unanimous  consent  to  insert  at 
this  point  in  the  Record  a  table  prepared 
by  the  Treasury  Department  showing 
the  effect  of  this  bill  on  the  various  items 
appearing  in  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
York? 

There  was  no  objection. 

The  table  referred  to  follows: 

Estimated  revenue  effect 1  of  the  revenue  hill 
of  1941  ( H .  R.  5417)  as  agreed  upon  in  con¬ 
ference  Sept.  11,  1941 


[In  millions  of  dollars] 


Estimated  in¬ 
crease  (+)  or 
decrease  (— ) 
ove:  yield  of— 

Esti¬ 
mated 
increase 
or  de¬ 
crease 

House 

bill 

Senate 

bill 

(-) 
over 
yield  of 
present 
law 

Income  taxes: 

Corporation: 

Normal  tax _ 

+26.8 

+7.8 

-493.  3 

Surtax _ 

+118.4 

-2. 1 

763. 1 

Excess-profits  tax _ 

-86.0 

-18.3 

1, 112. 3 

Total  corporation  income 
taxes. . . 

+59.2 

-12.6 

1,382. 1 

+279. 8 

-4. 1 

1,144.6 

Total  income  taxes.  _ . 

+339. 0 

-16.7 

2,  526.  7 

Miscellaneous  internal  revenue: 

0 

+38.4 

0 

22.3 

+5.7 

0 

141.  6 

Gift  tax _ 

0 

16.0 

Total . . . 

+5.7 

+38.4 

179.9 

Manufacturers’  and  retailers' 
exeise  taxes: 

Distilled  spirits _ 

+•  7 

+5.0 

2  123.  0 

Wines . . 

+5.4 

-4.0 

2 10.  4 

Passenger  automobiles,  parts, 
and  accessories _ ... 

0 

0 

72.2 

Automobile  trucks,  busses, 
and  trailers _ _ 

0 

0 

16.1 

Tires  and  tubes. . .  .. 

0 

0 

2  44.  6 

Refrigerators,  refrigerating 
apparatus,  and  air-condi¬ 
tioners . . . . 

0 

0 

16.6 

Matches _ _ 

0 

0 

2  8.  2 

0 

0 

1.  0 

Radio  receiving  sets  and 
parts _ 

0 

0 

9.4 

Phonographs  and  phono¬ 
graph  records. _ _ 

0 

0 

4.5 

Musical  instruments _ 

0 

0 

3.6 

Sporting  goods _ _ 

0 

+.3 

8.5 

Luggage _ 

0 

0 

4.5 

Electric,  gas,  and  oil  appli¬ 
ances. _ _ 

+19.2 

0 

31.8 

Photographic  apparatus . . 

-.1 

0 

9.9 

Electric  signs . . 

0 

0 

2.  7 

Business  and  store  machines.. 

0 

0 

13.0 

Rubber  articles _ _ 

0 

0 

21.3 

Washing  machines _ 

0 

-5.3 

.4 

Optical  equipment _ 

0 

0 

.3 

Soft  drinks..  _ 

-22.  6 

0 

0 

Electric-light  bulbs . . . 

+4.0 

-4.0 

4.0 

Jewelry,  etc _ _ _ 

-3.5 

+16.6 

52.7 

Furs . . 

0 

0 

20.7 

Toilet  preparations . 

0 

0 

19.7 

Total  manufacturers’and 
retailers’  excise  taxes _ 

+3.1 

+8.6 

499.1 

Treasury  Department,  Division  of  Research  and 
Statistics,  Sept.  11, 1941. 

1  Tentative.  All  estimates  show  full  year  effect. 
Estimates  for  corporation  and  individual  income  taxes 
and  the  gi.t  tax  are  based  on  levels  of  income  estimated 
for  calendar  year  1941;  all  other  estimates  are  based  on 
income  levels  estimated  for  fiscal  year  1942. 

2  Excluding  nonrecurring  floor-stocks  taxes — distilled 
spirits,  $38,000,000;  wines,  $2,100,000;  tires  and  tubes, 
$0,7000,000;  matches,  $700,000. 


Estimated  revenue  effect 3  of  the  revenue  hill 
of  1941  (H.  R.  5417)  as  agreed  upon  in  con¬ 
ference  Sept.  11,  1941 — Continued 


[In  millions  of  dollars] 


Estimated  in¬ 
crease  (+)  or 
decrease  (— ) 
over  yield  of— 

Esti¬ 
mated 
increase 
or  de¬ 
crease 

House 

bill 

Senate 

bill 

(-) 
over 
yield  of 
present 
law 

Miscellaneous  taxes: 

Admissions _ _ _ 

+2.4 

0 

+16.2 

0 

62.4 

Cabarets,  roof  gardens,  etc _ 

2.0 

Club  dims  _  .  _____ 

0 

0 

2.8 

Safe-deposit  boxes _ 

0 

0 

1.  7 

Telephone,  telegraph,  radio 
and  cable  facilities,  leased 
wires,  etc  . . 

-1.7 

+.6 

24.9 

Telephone  bill . . 

+8.7 

-34.9 

52.3 

Transportation  of  persons _ 

-1.0 

0 

35.5 

Use  of  motor  vehicles  and 
boats _ _ _ 

0 

0 

160.2 

Bowling  alleys  and  billiard 

_ j 

0 

1.3 

Coin-operated  amusement 

and  gaming  devices _ 

Radio  broadcasting . 

-4.3 

0 

4.6 

-12.5 

0 

0 

Outdoor  advertising . . 

—  L  7 

0 

0 

Total  miscellaneous  taxes. 

-10.8 

-18. 1 

347.7 

Total  excise  and  miscellaneous 

taxes . . _ . 

-7.7 

-9.5 

846.8 

Total  miscellaneous  internal 

revenue . 

-2.0 

+28.9 

1,  026. 7 

Total . . . . 

+337.0 

+12.2 

3,  553. 4 

Mr.  CROWTHER.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  the  gen¬ 
tleman  from  New  York. 

Mr.  CROWTHER.  In  connection  with 
a  question  asked  by  the  gentleman  from 
Pennsylvania,  when  we  reduced  the  ex¬ 
emptions  in  the  1940  act  to  $2,000  and 
$800,  the  Treasury  Department  informed 
us  that  they  were  necessarily  compelled 
to  employ  3,900  new  employees.  Have 
they  given  the  gentleman  any  figure  as 
to  how  many  more  employees  they  will 
have  to  have  in  connection  with  this  new 
lowering  of  the  exemption? 

Mr.  DOUGHTON.  No;  the  chairman 
of  the  committee  has  not  been  given  any 
definite  information  on  that  subject.  I 
doubt  if  they  know  definitely  just  how 
many  new  employees  will  be  required. 
No  doubt  quite  a  number  will  be  required, 
and  it  will  be  quite  an  expense  to  the 
Government  and  to  the  taxpayers.  How¬ 
ever,  the  simplified  return  will  alleviate 
that  difficulty  to  some  extent. 

Mr.  CROWTHER.  Somewhat,  but 
they  still  will  probably  have  to  hire  some 
new  employees? 

Mr.  DOUGHTON.  Undoubtedly. 

Mr.  CROWTHER.  You  still  have  in 
the  bill  the  use  tax  of  $5  on  automobiles? 

Mr.  DOUGHTON.  We  have. 

Mr.  CROWTHER.  Yes;  it  is  still  in 
the  bill. 

Mr.  DOUGHTON.  That  was  not  in 
conference.  The  Senate  accepted  the 
House  provision. 

Mr.  CROWTHER.  The  letter  from 
the  Internal  Revenue  Commissioner  in¬ 
formed  us  that  he  would  need  3,800  new 
employees  to  enforce  that  provision. 

Mr.  DOUGHTON.  I  believe  that  fig¬ 
ure  is  a  little  high,  because  I  do  not  be¬ 
lieve  he  favored  it,  and  I  think  he  set  his 
figure  a  little  high  on  that  account.  But, 
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of  course,  his  judgment  would  be  better 
than  mine. 

Mr.  CROWTHER.  Some  of  these  sec¬ 
tions  are  turning  themselves  into  em¬ 
ployment  agencies,  it  would  seem  to  me. 

Now  may  I  ask  another  question: 

I  want  to  know  if  anything  has  been 
done  as  regards  future  consideration  of 
radio  broadcasting  as  such  connected 
with  advertising,  or  with  advertising  sep¬ 
arately.  There  is  a  business  that  would 
be  making  from  33  to  45  percent  on  in¬ 
vested  capital  if  they  absorbed  all  the  tax 
that  was  laid  on  them  in  our  bill,  but  still 
they  are  going  scot  free.  Are  you  going 
to  reconsider  that  in  connection  with 
some  of  these  other  things? 

Mr.  DOUGHTON.  The  gentleman  is 
a  member  of  the  Committee  on  Ways  and 
Means,  and  he  will  have  just  as  many 
votes  on  that  subject  as  the  chairman  of 
the  committee.  I  have  no  doubt  that 
that  question  will  be  considered. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Speaker,  I 
yield  myself  10  additional  minutes. 

A  glance  at  page  1  of  the  conference 
report  on  the  tax  bill  will  show  that,  as 
usual,  the  amendments  on  which  the 
House  conferees  receded  are  much 
greater  in  number  than  those  on  which 
the  Senate  conferees  receded.  This  is  al¬ 
most  always  true,  particularly  in  the 
case  of  revenue  bills,  since  the  technical 
and  clerical  amendments  necessary  to 
any  rearrangement  of  the  substantive 
provisions  are  mostly  made  by  the  Sen¬ 
ate.  However,  it  is  clear  that,  on  the 
whole,  the  provisions  of  the  House  bill 
have  prevailed. 

In  this  connection  Senator  George,  the 
able  and  efficient  chairman  of  the  Sen¬ 
ate  Committee  on  Finance,  in  presenting 
the  Finance  Committee  bill  to  the  Sen¬ 
ate,  made  the  following  comment: 

First,  I  desire  to  congratulate  the  Ways 
and  Means  Committee  of  the  House  under 
the  able  leadership  of  Representative  Dough- 
ton,  its  chairman,  and  the  House  itself,  upon 
the  conscientious  consideration  given  to  this 
tax  measure.  While  the  Senate  Finance 
Committee  has  added  some  amendments  to 
the  bill  as  it  passed  the  House,  the  bill  in  its 
main  features  stands  as  the  work  of  the 
Ways  and  Means  Committee  of  the  House. 

The  bill  as  reported  to  the  House  by  the 
Committee  on  Ways  and  Means  was  esti¬ 
mated  to  yield  three  billion  five  hundred 
and  twenty-nine  million.  Action  by  the 
House  with  respect  to  the  joint  return 
reduced  this  estimated  yield  to  three  bil¬ 
lion  two  hundred  and  sixteen  million. 
The  bill  as  reported  to  the  Senate  by  the 
Committee  on  Finance  was  estimated  to 
produce  three  billion  six  hundred  and 
eighty  million,  and,  as  passed  by  the  Sen¬ 
ate,  three  billion  five  hundred  and  forty- 
one  million.  Under  the  conference 
agreement  it  is  estimated  that  the  yield 
will  be  three  billion  five  hundred  and 
thirty-three  million.  Thus  our  original 
goal  of  three  billion  five  hundred  million 
will  have  been  achieved  if  the  bill  as 
agreed  to  by  the  conferees  becomes  law. 

With  respect  to  the  procedural  steps 
taken  by  the  House  conferees,  I  desire  to 
make  a  brief  statement.  It  is  always  de¬ 
sirable,  both  from  the  point  of  view  of 
the  taxpayer  and  of  the  Government, 
that  excise  taxes  become  effective  upon 


the  first  of  a  month.  In  addition,  fair 
play  and  equitable  considerations 
strongly  indicate  that  taxpayers  should 
have  at  least  10  days’  notice  of  the  impo¬ 
sition  of  an  excise.  For  example,  thea¬ 
ters  must  have  new  tickets  printed  upon 
changes  in  the  admissions  tax,  and  all 
taxpayers  need  to  set  up  their  books  and 
make  other  changes  in  order  to  make  a 
proper  accounting. 

For  these  reasons  it  has  been  our  aim 
to  have  the  bill  enacted  before  the  20th 
of  September,  next  Saturday,  so  that  it 
may  become  effective  as  to  the  excise 
taxes  upon  the  1st  of  October.  If  this 
action  were  delayed  so  that  it  could  not 
become  effective  before  November  1,  it 
would  mean  the  loss  of  almost  $100,000,- 
000  in  excise-tax  revenue.  When  the 
House  recessed  it  was  not  anticipated 
that  the  Senate  would  act  so  speedily. 
Consequently,  when  it  was  learned  that 
the  bill  had  passed  that  body,  it  was  felt 
thus  in  the  interests  of  the  expedition  of 
final  passage,  the  House  conferees  should 
not  delay  until  their  formal  appointment. 

With  these  considerations  in  view,  the 
House  conferees  have  met  informally 
with  the  Senate  conferees  so  as  to  be 
ready  to  report  an  agreement  to  the 
House  as  speedily  as  possible. 

As  I  have  said  before,  the  bulk  of  the 
Senate  amendments  to  the  House  bill 
are  purely  clerical  or  technical  in  nature 
and  need  no  discussion.  I  shall  give  you 
a  brief  summary  of  the  substantive 
amendments  and  of  the  conference 
action  thereon. 

There  were  164  Senate  amendments. 
Of  these,  all  but  43  are  of  a  clerical  or 
technical  nature.  Of  the  substantive 
amendments,  the  Senate  receded  on  17 
and  the  House  receded  on  23.  The  bal¬ 
ance  were  compromised.  The  tax  on 
local  telephone  bills  was  reduced  from 
10  percent,  the  Senate  bill  rate,  to  6  per¬ 
cent;  the  House  bill  rate  was  5  percent. 
The  tax  on  wines  containing  betwoo~  14 
and  21  percent  alcohol  was  reduced  from 
35  cents,  the  Senate  rate,  to  30  cents; 
the  House  bill  rate  was  24  cents.  The  tax 
on  electric-light  bulbs  was  reduced  from 
10  percent,  the  Senate  rate,  to  5  percent; 
there  was  no  comparable  tax  under  the 
House  bill. 

The  most  important  Senate  amend¬ 
ment,  which  was  agreed  to  by  the  House 
conferees,  was  the  reduction  of  the  per¬ 
sonal  exemption  of  single  persons  from 
$800  to  $750  and  of  married  persons  from 
$2,000  to  $1,500.  The  House  conferees 
were  forced  to  agree  to  this  amendment 
in  order  to  make  up  the  loss  of  revenue 
caused  by  the  action  of  the  House  in  the 
elimination  of  the  joint  return.  The 
Senate  Finance  Committee  inserted  a 
provision  taxing  persons  in  community- 
property  States  on  the  same  basis  as  per¬ 
sons  in  non-community-property  States. 
However,  the  Senate  leaders  did  not  in¬ 
sist  upon  this  amendment,  and  agreed  to 
withdraw  it  in  order  to  give  an  oppor¬ 
tunity  for  hearing,  with  the  understand¬ 
ing  that  this  question  would  be  con¬ 
sidered  in  the  administrative  bill.  It  will 
be  recalled  that  the  mandatory  joint- 
return  provision,  which  affected  only  5 
percent  of  the  married  persons  paying 
income  tax,  would  have  resulted  in  addi¬ 
tional  revenue  of  approximately  $300,- 


000,000.  The  lowering  of  the  exemptions 
will  produce  $303,000,000,  of  which  $47,- 
000,000  will  come  from  new  taxpayers. 
The  number  of  new  taxpayers  is  esti¬ 
mated  to  be  2,275,000.  The  total  num¬ 
ber  of  persons  expected  to  be  liable  for 
income  tax  will  be  13,181,000.  The  total 
number  of  income-tax  returns  expected 
to  be  filed  will  be  22,108,000. 

We  have  heard  some  complaint  about 
people  in  the  low-income  groups  being 
too  heavily  taxed  by  reason  of  these 
lowered  exemptions.  Here  are  some  of 


the  figures: 

Single  man: 

Income  of  $750 _ No  tax. 

Income  of  $800 _ $2  tax. 

Income  of  $1.000 _ $18  tax. 

Married  man: 

Income  of  $1,500 _ No  tax. 

Income  of  $1,600 _ $5  tax. 

Income  of  $1,700 _ _  $11  tax. 

Income  of  $1,800 _ $19  tax. 

Income  of  $2,000 _ $37  tax. 


As  already  pointed  out,  the  greater  part 
of  the  burden  of  the  increased  revenue 
to  be  secured  from  lowering  the  exemp¬ 
tions  falls  upon  existing  taxpayers.  For 
example,  in  order  to  get  $2  in  tax  from  a 
single  man  with  an  income  of  $800,  a 
single  person  with  an  income  of  $5,000 
will  be  required  to  pay  $8.25  additional 
tax.  In  order  to  secure  $5  in  tax  from  a 
married  person  with  an  income  of  $1,600, 
a  married  person  with  an  income  of 
$5,000  will  have  to  pay  $66  additional. 
To  carry  the  comparison  still  further,  a 
married  man  with  $10,000  of  income  will 
have  to  pay  $126.50  more  in  order  to 
collect  $5  from  a  married  man  with  an 
income  of  $1,600.  Thus,  it  is  readily 
demonstrated  that  the  chief  portion  of 
this  burden  is  falling  not  upon  new  tax¬ 
payers  brought  in  by  the  reduced  ex¬ 
emption  but  upon  persons  already  pay¬ 
ing  income  tax.  However,  it  was  neces¬ 
sary  to  agree  to  this  amendment  in  order 
to  make  up  the  deficiency  in  revenue 
caused  by  the  elimination  of  the  manda¬ 
tory  joint  return. 

One  amendment  of  the  Senate  which 
the  House  agreed  to  was  that  providing  a 
simple  method  of  computing  tax  on  in¬ 
comes  below  $3,000.  In  order  to  cause 
these  persons  the  least  possible  amount 
of  difficulty  in  computing  their  tax  and 
filing  their  returns,  an  optional  simpli¬ 
fied  return  may  be  filed  where  the  tax¬ 
payers’  income  does  not  exceed  $3,000  and 
is  derived  solely  from  wages,  salaries, 
compensation  for  personal  services,  divi¬ 
dends,  rents,  annuities,  or  royalties.  If 
the  taxpayer  elects  to  use  this  optional 
method,  he  will  find  his  tax  already  com¬ 
puted  in  a  table  set  out  in  the  law  and  on 
his  return  itself.  One  set  of  amounts  is 
provided  for  married  persons  and  another 
set  for  single  persons.  If  the  taxpayer 
has  dependents,  he  reduces  his  income  by 
$400  for  each  dependent  before  he  applies 
the  table.  The  average  deductions  now 
taken  by  taxpayers  in  these  brackets  has 
already  been  allowed  in  arriving  at  the 
tax  shown  in  the  table. 

Another  important  amendment  which 
the  House  conferees  agreed  to  was  the 
elimination  of  the  10-percent  penalty  tax 
upon  corporations  using  the  invested- 
capital  method.  It  was  contended  that 
this  tax  would  work  a  severe  hardship 
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upon  many  small  corporations  with  very 
little  or  no  earnings  in  the  base  period. 
It  would  have  been  particularly  severe  as 
applied  to  many  railroads,  coal,  and  lum¬ 
ber  companies.  By  the  reversal  of  the 
deduction  for  taxes  paid  provided  in  the 
House  bill,  the  invested  capital  credit  of 
corporations  was,  in  effect,  reduced  from  8 
percent  on  the  first  $5,000,000  of  invested 
capital  to  5.6  percent  and  that  of  7  per¬ 
cent  on  invested  capital  in  excess  of 
$5,000,000  was,  in  effect,  reduced  from  7 
percent  to  4.9  percent.  It  was  believed  that 
corporations  should  be  entitled  to  at  least 
this  return  before  being  subjected  to  ex¬ 
cess-profits  tax.  New  corporations  which 
may  make  all  of  their  profits  out  of 
the  defense  program  are  not  only  en¬ 
titled  to  the  regular  credit  before  any  ex¬ 
cess-profits  tax  is  imposed  but  are  also 
given  an  additional  credit  of  25  percent 
for  new  capital.  Therefore  it  is  not  be¬ 
lieved  fair  and  equitable  to  impose  upon 
old  corporations  which,  though  in  dis¬ 
tress,  had  been  able  to  weather  the  base- 
period  years  a  penalty  tax  merely  because 
their  earnings  during  the  base  period 
were  not  sufficient  to  equal  the  invested- 
capital  credit. 

It  will  be  recalled  that  the  House  levied 
a  surtax  upon  corporations  of  5  percent 
on  the  first  $25,000  and  6  percent  upon 
the  balance.  The  Senate  increased  these 
surtax  rates  by  1  percent,  so  that  the  rate 
becomes  6  percent  on  the  first  $25,000  and 
7  percent  on  the  balance.  The  House 
conferees  agreed  to  this  amendment. 

The  House  bill  imposed  a  10-percent 
manufacturers’  excise  tax  upon  washing 
machines  of  the  type  used  by  commercial 
laundries.  The  Senate  extended  this  tax 
to  apply  to  all  washing  machines.  The 
Senate  conferees  receded  from  this 
amendment  and  accepted  the  House  pro¬ 
vision. 

With  respect  to  wines,  the  Senate 
amendment  greatly  increased  the  rates 
over  those  imposed  in  the  House  bill.  The 
conferees  accepted  the  House  rate  of  8 
cents  a  gallon  on  wines  containing  not  over 
14  percent  alcohol,  instead  of  the  Senate 
rate  of  10  cents  a  gallon.  On  wines  con¬ 
taining  from  14  to  21  percent  alcohol,  the 
House  provided  a  rate  of  24  cents  a  gallon 
and  the  Senate  a  rate  of  35  cents.  On 
this  amendment  a  compromise  was 
reached  fixing  the  rate  at  30  cents  a  gal¬ 
lon.  On  wines  containing  more  than  21 
percent  alcohol  and  upon  champagne  and 
other  sparkling  wines  and  liqueurs,  the 
House  conferees  agreed  to  the  increased 
rates  of  the  Senate  amendments. 

The  Senate  removed  the  differential 
between  brandy  and  other  distilled  spir¬ 
its.  Brandy,  under  the  House  bill,  was 
taxed  at  $3.75  per  gallon  while  other  dis¬ 
tilled  spirits  were  taxed  at  $4  per  gallon. 
The  House  conferees  agreed  to  this 
amendment  and  brandy  will  now  be  taxed 
at  $4  per  gallon  the  same  as  any  other 
distilled  spirits.  A  corresponding  in¬ 
crease  was  made  in  the  floor-stocks  tax 
as  applied  to  brandy. 

The  House  levied  a  tax  of  one-sixth  of 
1  cent  a  bottle  on  bottled  soft  drinks 
with  a  corresponding  tax  on  the  sirup 
and  gas  sold  at  soda  fountains.  Many  of 
the  small  bottlers  complained  that  they 
would  be  unable  to  absorb  this  tax  and 
that  its  imposition  would  prevent  them 


from  continuing  in  business.  The  Senate 
conferees  seemed  very  much  impressed 
with  the  possible  hardships.  The  House 
conferees  agreed  to  the  elimination  of 
this  tax. 

One  of  the  most  important  amend¬ 
ments  was  one  substituting  for  the  retail 
tax  on  jewelry  in  the  House  bill,  a  15- 
percent  manufacturers’  tax  on  jewelry, 
with  a  floor-stocks  tax  at  the  same  rate. 
It  was  demonstrated  that  a  jewelry  tax 
on  the  manufacturers  sale  would  result 
in  unfair  trade  practices  and  substantial 
evasion  of  the  tax.  Upon  this  amend¬ 
ment  the  Senate  receded. 

The  House  bill  imposed  a  tax  of  5  per¬ 
cent  upon  the  local  telephone  bills.  The 
Senate  increased  the  rate  of  this  tax  to 
10  percent.  We  felt  that  this  high  rate 
would  result  in  too  great  a  burden  upon 
many  local  and  rural  communities,  conse¬ 
quently,  a  compromise  was  worked  out 
fixing  the  rate  at  6  percent. 

On  the  admissions  tax,  the  House  pro¬ 
visions  largely  prevailed.  The  Senate 
conferees  agreed  to  the  House  action 
eliminating  the  many  classes  of  exemp¬ 
tions  from  this  tax.  We  agreed  to  the 
Senate  amendment,  which  allowed  no 
exemptions  from  the  admissions  tax 
where  the  charge  was  under  10  cents, 
except  with  respect  to  children  under  12 
years  of  age. 

As  to  the  House  provisions  taxing  radio 
broadcasting  and  billboards,  we  were  un¬ 
able  to  get  the  Senate  conferees  to  agree. 
These  taxes  were  bitterly  opposed  before 
the  Finance  Committee  and  with  respect 
to  the  radio-broadcasting  tax,  the  Chair¬ 
man  of  the  Communications  Commis¬ 
sion,  Mr.  Fly,  expressed  the  opinion  that 
the  radio  tax  would  cause  an  undue  hard¬ 
ship  upon  that  industry.  It  was  felt  that 
this  entire  subject  should  receive  further 
study  before  taxes  of  this  character  are 
imposed. 

The  Senate  made  a  number  of  admin¬ 
istrative  amendments  which  we  felt 
should  go  over  to  the  administrative  bill. 
On  these,  the  Senate  receded.  Among 
such  amendments  was  one  designed  to 
overcome  the  decision  of  the  Supreme 
Court  in  the  Higgins  case.  This  case 
dealt  with  the  disallowance  of  expenses 
incurred  by  trustees  and  custodians  and 
other  fiduciaries.  In  this  respect,  the 
Bureau  of  Internal  Revenue  advised  us 
that  wherever  possible  final  decision  on 
issues  arising  under  this  decision  will  be 
deferred  pending  later  legislation. 

One  amendment  in  which  I  was  par¬ 
ticularly  interested  establishes  a  com¬ 
mittee  to  investigate  nonessential  Fed¬ 
eral  expenditures.  The  committee  is  to 
be  composed  of  (a)  three  members  of 
the  Senate  Committee  on  Finance  and 
three  members  of  the  Senate  Committee 
on  Appropriations,  to  be  appointed  by  the 
President  of  the  Senate;  (b)  three  mem¬ 
bers  of  the  House  Committee  on  Ways 
and  Means  and  three  members  of  the 
House  Committee  on  Appropriations,  to 
be  appointed  by  the  Speaker  of  the  House 
of  Representatives;  and  (c)  the  Secre¬ 
tary  of  the  Treasury  and  the  Director  of 
the  Bureau  of  the  Budget.  It  will  be  the 
duty  of  this  committee  to  make  a  com¬ 
plete  study  of  all  expenditures  of  the 
Federal  Government  with  a  view  to 
recommending  the  elimination  or  reduc¬ 
tion  of  all  such  expenditures  deemed  to 


be.  nonessential.  The  committee  will  re¬ 
port  to  the  President  and  to  the  Con¬ 
gress  the  result  of  its  study  together  with 
its  recommendations  at  the  earliest  prac¬ 
ticable  date.  On  this  amendment  the 
House  conferees  willingly  agreed  and  we 
express  our  fervent  hope  that  the  com¬ 
mittee  will  be  able  to  accomplish  some 
forward  steps  toward  this  much-desired 
goal. 

With  respect  to  the  club-dues  tax,  I 
desire  to  state  that  on  page  54  of  your 
committee’s  report  on  the  bill  it  is  stated 
that,  for  the  purposes  of  the  tax  on  club 
dues,  the  term  “dues”  is  redefined  to  in¬ 
clude  certain  privilege  fees  and  assess¬ 
ments  not  now  subject  to  the  tax.  Inas¬ 
much  as  the  taxability  of  the  fees  and 
assessments  referred  to  has  not  yet  been 
finally  determined  by  the  courts  and  is 
the  subject  of  pending  litigation,  it  would 
be  more  accurate  to  describe  the  redefi¬ 
nition  of  the  term  “dues”  in  the  manner 
adopted  in  the  report  of  the  Finance 
Committee  of  the  Senate,  as  follows: 

The  committee  *  *  *  believes  the  re¬ 

definition  of  the  term  “dues”  to  be  very 
helpful  in  avoiding  litigation.  Under  exist¬ 
ing  law  a  number  of  privilege  fees  and  assess¬ 
ments  are  subject  to  tax  as  club  dues. 
Some  taxpayers  have  alleged  either  that  there 
is  an  ambiguity  in  the  present  law  or  that  it 
cannot  be  construed  to  cover  certain  types  of 
fees.  It  is,  therefore,  desirable,  in  order  to 
avoid  litigation,  to  define  in  very  direct  terms 
what  is  intended  to  be  covered  by  the  term 
“dues.” 

Mr.  CROWTHER.  Over  $300,000,000 
was  taken  from  the  bill  when  the  man¬ 
datory  joint  return  was  lost  in  the  House. 
We  all  know  how  it  was  lost;  we  all  know 
exactly  how  it  was  done.  I  understand 
by  press  reports  that  it  made  a  differ¬ 
ence  of  approximately  $15,000  to  $17,000 
in  the  income  tax  of  our  illustrious  Presi¬ 
dent,  together  with  his  delightful  wife;  at 
least  that  much.  Was  any  effort  made 
to  raise  that  sum  other  than  by  going 
down  into  the  “sticks”  and  lowering  these 
exemptions,  as  they  have  done,  to  $750 
and  $1,500? 

I  call  the  attention  of  the  chairman  to 
the  fact  that  under  the  report  made  to 
this  committee,  covering  a  study  of  2  or 
3  years,  a  man  with  $1,800  of  income 
pays  $230  in  hidden  taxes.  Does  the  gen¬ 
tleman  mean  to  tell  me  that  that  man  is 
not  tax  conscious,  when  $230  out  of  his 
$1,800  he  pays  in  hidden  taxes  on  beer, 
gasoline,  cigars,  and  cigarettes?  I  notice 
that  cigarettes  did  not  get  a  hoist,  to¬ 
bacco  did  not  get  a  hoist,  gasoline  did  not 
get  a  hoist,  and  beer  did  not  get  a  hoist. 

Mr.  DOUGHTON.  The  gentleman 
will  concede  that  they  have  all  been  taxed 
and  retaxed. 

Mr.  CROWTHER.  I  wonder  if  all  the 
avenues  of  taxation  have  been  exhausted? 

Mr.  DOUGHTON.  If  the  gentleman  is 
addressing  that  question  to  me,  he  is  just 
as  familiar  with  what  transpired  in  the 
Senate  as  I  am.  They  said  that  they 
considered  every  other  source  of  taxation, 
and  this  was  the  most  equitable,  the  most 
fair,  and  the  most  logical  source  from 
which  they  could  raise  it. 

Mr.  CROWTHER.  What  was  the  rea¬ 
son  for  doing  away  with  the  10-percent 
special  tax  that  was  levied  on  those  cor¬ 
porations  who  were  not  liable  under  the 
excess-profits  tax  but  were  still  making 
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enormous  returns  over  what  they  had 
earned  during  the  average  period?  Why 
was  it  that  was  done  away  with? 

Mr.  DOUGHTON.  That  question 
would  more  appropriately  be  addressed 
to  the  Senate  Finance  Committee,  as  that 
was  a  Senate  amendment.  The  Senate 
eliminated  this  10-percent  tax. 

Mr.  CROWTHER.  Did  you  not  fight 
it  out  with  them  in  conference? 

Mr.  DOUGHTON.  You  cannot  fight 
everything  out  in  conference.  Ycu  must 
concede  something,  and  the  gentleman 
will  realize  that  the  provision  with  re¬ 
spect  to  the  special  10-percent  excess- 
profits  tax  was  put  in  to  make  up  the 
revenue  sought.  It  was  not  considered 
at  first  in  our  bill,  but  was  put  in  to 
make  up  the  three  and  a  half  billion  dol¬ 
lars  that  was  necessary  to  be  raised. 

Now,  with  respect  to  what  the  gentle¬ 
man  has  said,  it  was  clearly  shown  to  us 
that  if  that  special  excess-profits  tax  re¬ 
mained  in  the  bill,  it  would  certainly  im¬ 
pose  some  very  definite  hardships  on  cer¬ 
tain  legitimate  corporations;  for  in¬ 
stance,  the  railroad  companies,  many  of 
whom,  in  recent  years,  have  been  in  the 
hands  of  receivers.  This  was  also  true 
as  to  lumber  and  coal  companies.  Nec¬ 
essarily  they  would  have  to  make  their 
returns  on  the  invested-capital  plan  as 
they  had  no  profits  during  the  base 
period  years  and  could  not  make  their 
returns  under  the  average-earnings  plan. 
They  would  have  to  pay  an  excess-profits 
tax  when,  perhaps,  they  might  not  be 
making  more  than  3  or  4  percent,  and  I, 
for  one,  did  not  insist  very  strongly  on 
that.  I  know,  of  course,  that  all  the 
members  of  the  committee,  including  my 
good  friend  the  gentleman  from  Ten¬ 
nessee  [Mr.  Cooper]  did  not  agree  with 
me  about  that.  I  think  this  was  one  of 
the  most  reasonable  amendments  that 
the  Senate  adopted  because  I  am  sure  it 
would  have  imposed  hardships  on  some 
corporations  that  have  had  a  hard  time 
during  the  depression  years. 

Mr.  MAY.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  DOUGHTON.  I  yield  to  my  friend 
from  Kentucky. 

Mr.  MAY.  In  regard  to  the  statement 
of  the  gentleman  from  New  York  [Mr. 
Crowther],  with  respect  to  why  you  did 
not  provide  a  raise  in  the  tax  on  tobacco, 
I  think  the  previous  hearings  of  the  Ways 
and  Means  Committee  will  disclose  that, 
as  a  matter  of  fact,  the  product  of  the 
tobacco  farmer  yields  to  the  Government 
about  $1,000  an  acre. 

Mr.  KNUTSON.  Eleven  hundred  dol¬ 
lars. 

Mr.  DOUGHTON.  The  truth  is  that 
matter  was  fully  discussed  in  the  com¬ 
mittee,  and  it  was  clearly  in  the  minds  of 
most  of  us  that  tobacco  is  heavily  taxed 
now,  and  if  the  additional  tax  that  was 
recommended  by  the  Treasury  were  im¬ 
posed  it  would  be  passed  onto  the  farmer. 
And  I  may  say  that  the  tobacco  farmers 
made  one  of  the  best  presentations  of 
their  case  that  I  have  ever  heard  made 
by  any  group  of  people  appearing  before 
our  committee. 

Mr.  O’CONNOR.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  my 
friend  from  Montana. 


Mr.  O’CONNOR.  I  want  to  make  this 
observation - 

Mr.  DOUGHTON.  Do  not  make  too 
long  an  observation. 

Mr.  O’CONNOR.  I  regret  very  much 
that  we  lowered  the  exemptions  on  both 
married  and  single  persons,  because  this 
will  result  in  a  lower  standard  of  living 
for  the  lower -income  group.  The  lower 
a  person’s  income  is,  the  higher  his  rate 
of  taxation,  relatively  speaking,  accord¬ 
ing  to  statistics  from  Monograph  No.  3, 
given  to  the  National  Economic  Commit¬ 
tee.  For  instance,  a  man  with  an  income 
of  $509  a  year  pays  out  21.9  percent  of 
his  income  in  taxes,  which  includes  Fed¬ 
eral,  State,  and  local  taxes.  In  the  case 
of  persons  receiving  incomes  of  from  $500 
to  $1,000  a  year,  18  percent  cf  their  in¬ 
come  is  paid  out  in  taxes.  A  person  re¬ 
ceiving  $3,000  to  $5,000,  the  tax  is  17.6 
percent.  In  other  words  the  larger  the 
income,  the  lower  proportionally  his 
taxes.  Therefore,  this  is  not  in  accord¬ 
ance  with  the  principle  of  making  one 
pay  according  to  ability  to  pay. 

Mr.  DOUGHTON.  I  would  like  to  say 
to  the  gentleman  that  while,  cf  course, 
the  House  bill  did  not  provide  for  lower¬ 
ing  the  exemptions,  it  will  be  seen  that 
in  this  great  emergency  with  which  we 
are  dealing  today  and  which  is  the  occa¬ 
sion  for  this  tax  bill,  the  lowering  of  the 
exemptions  will  not  put  a  very  heavy 
burden  on  them.  For  instance,  a  single 
man  with  an  income  of  $750  will  pay  no 
tax.  A  man  with  an  income  of  $800  will 
only  pay  $2.  I  do  not  think  he  will  ob¬ 
ject  to  taking  that  much  stock  in 
financing  the  defense  of  his  country. 

Mr.  KNUTSON.  He  ought  to  be 
thankful  for  the  privilege. 

Mr.  DOUGHTON.  With  $1,000  he 
would  only  pay  $18.  A  married  man  with 
an  income  of  $1,500  will  pay  no  tax.  With 
an  income  of  $1,600  he  will  pay  only  $5, 
or  with  an  income  of  $1,700,  $11.  With 
an  income  of  $1,800  he  will  pay  $19,  and 
with  an  income  of  $2,000  he  will  pay  $37. 
This  is  not  going  to  cripple  the  present 
standard  of  living  very  much. 

Mr.  O’CONNOR.  The  point  I  make  is 
that  the  lower  the  income,  the  larger  the 
slice  of  his  income  goes  for  taxes,  pro¬ 
portionally  speaking. 

Mr.  DOUGHTON.  Of  course,  but  did 
the  gentleman  have  that  in  mind  at  the 
time  of  the  vote  on  joint  returns?  Did 
not  the  gentleman  vote  against  joint  re¬ 
turns? 

Mr.  O’CONNOR.  This  is  going  after 
the  poor  man  and  is  not  basing  the  tax 
on  ability  to  pay. 

Mr.  DOUGHTON.  How  did  the  gen¬ 
tleman  vote  on  the  question  of  joint  re¬ 
turns? 

Mr.  O’CONNOR.  I  was  not  here. 

Mr.  KNUTSON.  Where  was  the  gen¬ 
tleman? 

Mr.  O’CONNOR.  I  was  on  business  in 
Montana. 

Mr.  McGREGOR.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield  to  my  friend 
from  Ohio. 

Mr.  McGREGOR.  Is  it  the  gentle¬ 
man’s  opinion  that  admissions  to  local 
county  fairs  will  be  taxable  under  this 
bill? 

Mr.  DOUGHTON.  Yes. 


Mr.  KNUTSON.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  Yes. 

Mr.  KNUTSON.  One  of  the  purposes 
in  broadening  the  base,  some  members 
of  the  committee  thought,  was  that  we 
might  be  able  in  that  way  to  find  the 
forgotten  man. 

Mr.  RICH.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  DOUGHTON.  Yes. 

Mr.  RICH.  The  gentleman  from  Texas 
[Mr.  Sumners]  a  few  moments  ago  spoke 
with  reference  to  the  community-prop¬ 
erty  States,  and  said  that  the  bill  does 
not  deal  with  that  subject.  I  read  on 
page  10  of  the  report  in  reference  to  the 
community-property  States,  the  state¬ 
ment  that  that  feature  was  eliminated 
by  the  Senate  with  the  understanding 
that  it  would  be  the  subject  of  hearings 
and  action  in  the  administrative  bill. 

The  SPEAKER.  The  gentleman  will 
suspend.  The  time  of  the  gentleman 
from  North  Carolina  has  expired. 

Mr.  DOUGHTON.  Mr.  Speaker,  how 
much  time  have  I  remaining? 

The  SPEAKER.  Twenty-five  minutes. 

Mr.  DOUGHTON.  Mr.  Speaker,  I  yield 
myself  5  minutes. 

Mr.  RICH.  Mr.  Speaker,  I  understand 
that  the  President  had  something  to  do 
with  the  stopping  of  this  now,  because  he 
was  afraid  that  it  might  defeat  the  bill, 
and  that  he  would  see  to  it  that  it  would 
be  taken  up  and  justice  done,  and  that 
those  States  would  be  compelled  to  pay 
in  accordance  with  these  other  States. 
We  are  going  to  see  now  whether  the 
President  of  the  United  States  will  make 
good  on  that  proposal  to  these  conferees. 

Mr.  DOUGHTON.  Mr.  Speaker,  I  have 
no  information  about  that  at  all.  This 
is  the  first  that  I  ever  heard  of  it.  I 
have  no  information  on  that  subject  at 
all.  Of  course,  the  President  did  take  a 
broad  stand,  as  we  all  know,  late  in  the 
proceedings  in  the  House  for  lowering 
the  exemptions.  Then  the  Treasury  De¬ 
partment,  when  the  bill  got  into  the  Sen¬ 
ate,  reversed  itself  and  took  a  position 
favorable  to  lowering  the  exemptions, 
and,  with  the  Senate  and  the  President 
having  taken  that  position,  and  the 
Treasury  taking  that  position,  and  being 
short  that  amount  of  money,  the  gentle¬ 
man  can  understand  what  the  House 
conferees  were  up  against,  and  with  no 
other  way  in  sight  of  raising  that  amount 
of  money. 

Mr.  RICH.  Further,  I  heard  the  state¬ 
ment  made  that  this  is  an  emergency  tax 
bill.  Why,  this  tax  bill  should  have  been 
put  upon  the  people  10  years  ago  if  we 
intend  to  meet  the  obligations  which  the 
Congress  has  encouraged  and  under¬ 
taken.  It  is  not  an  emergency  tax  bill 
at  all. 

Mr.  MICHENER.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  DOUGHTON.  Yes. 

Mr.  MICHENER.  As  I  understand  it, 
the  committee  does  not  contend  that  this 
is  a  scientific  tax  bill? 

Mr.  DOUGHTON.  Not  100  percent. 

Mr.  MICHENER.  The  task  of  the 
committee  was  to  raise  money. 

Mr.  DOUGHTON.  Yes. 

Mr.  MICHENER.  And  it  tapped  all 
I  available  reservoirs  where  money  could 
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be  found.  The  committee  reported  a  bill 
to  the  House,  and  the  House  eliminated 
from  that  bill  by  a  vote  in  the  House  some 
$300,000,000  prospective  taxes? 

Mr.  DOUGHTON.  We  worked  about 
6  months  and  did  the  best  that  we  could. 
Of  course,  no  tax  bill  will  ever  be  con¬ 
sidered  perfect  by  any  Member  of  the 
House  and  I  do  not  suppose  our  commit¬ 
tee  would  ever  feel  that  it  had  reported 
a  perfect  tax  bill.  Of  course,  it  is  not 
and  never  will  be,  until  the  millenium 
comes,  and  then  perhaps  it  will  be. 

Mr.  MICHENER.  At  least  we  should 
have  enough  experience  before  that  time 
comes  it'  we  keep  on  writing  new  tax 
bills.  The  committee  reported  a  bill 
that  would  raise  $3,500,000,000  annually? 

Mr.  DOUGHTON.  Yes. 

Mr.  MICHENER.  And  the  House  de¬ 
liberately,  and  after  considerable  debate, 
struck  out  of  that  bill  approximately 
$300,000,000? 

Mr.  DOUGHTON.  Yes. 

Mr.  MICHENER.  And  the  Senate 
tapped  other  reservoirs  to  provide  that 
amount?  Therefore  any  discussion  here 
today  about  the  joint  returns  of  husband 
and  wife  is  purely  academic,  so  far  as 
anything  before  the  House  at  the  mo¬ 
ment  is  concerned.  I  say  that  although 
I  favored  the  joint  returns,  and  in  the 
debate  predicted  that  if  that  provision 
was  stricken  from  the  House  bill  the 
$300,000,000  would  have  to  be  secured 
from  other  sources.  Now  the  bill  and 
this  conference  report  will  remove  this 
$300,000,000  tax  burden  from  the  mar¬ 
ried  couples  who,  are  able  to  pay  and 
place  it  upon  the  backs  of  those  married 
couples  with  a  $1,500  income  and  the 
single  persons  with  $750  income.  It  is 
all  right  to  talk  about  making  the  people 
tax  conscious,  but  it  is  all  wrong  to  place 
this  tax  on  those  least  able  to  pay.  I 
realize,  however,  that  this  discussion  is 
academic  at  this  point  in  the  proceed¬ 
ings,  but  I  do  want  to  voice  my  protest. 

Mr.  DOUGHTON.  It  is  academic 
now.  It  will  be  realistic  a  little  later. 

Mr.  MICHENER.  That  is  what  I 
wanted  to  say.  There  will  be  another 
tax  bill  here  very  soon.  This  is  impor¬ 
tant,  and  the  country  does  not  realize  it. 
There  will  be  another  tax  bill  here  pos¬ 
sibly  in  November  as  disclosed  by  this 
debate.  Let  the  taxpayer  not  forget  that 
this  bill  is  but  the  beginning  and  is  only 
one-half  of  the  first  $7,000,000,000  lend- 
lease  appropriation. 

Mr.  DOUGHTON.  I  would  like  to  say 
in  conclusion  that  the  impression  seems 
to  have  gone  abroad,  and  it  has  been  very 
much  emphasized  in  the  press,  that  this 
is  mostly  a  Senate  bill.  Those  who  are 
familiar  with  the  bill  know  that  this  is 
mainly  a  House  bill  and  not  a  Senate  bill. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Speaker,  I  yield 
myself  3  additional  minutes. 

Of  course,  the  House  conferees  receded 
in  a  greater  number  of  cases  on  amend¬ 
ments  than  did  the  Senate,  but  that  is 
always  the  case.  Many  of  the  amend¬ 
ments  in  the  bill  which  the  Senate 
adopted  were  just  clerical  amendments, 
changing  section  numbers,  and  so  forth. 

Mr.  JENKINS  of  Ohio.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 


Mr.  JENKINS  of  Ohio.  I  am  glad  the 
gentleman  brought  that  up.  I  think  it  is 
an  insult  to  the  work  of  the  members  of 
the  Ways  and  Means  Committee  for  any¬ 
body  to  say  that  this  is  primarily  a  Sen¬ 
ate  bill.  It  is  not.  The  Senate  has  only 
made  two  material  changes.  One  is  the 
simplified  return,  and  the  other  is  the  re¬ 
duction  of  the  exemptions  to  $1,500  and 
$750,  respectively. 

Mr.  DOUGHTON.  That  is  true. 

Mr.  HAINES.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  HAINES.  I  am  seeking  informa¬ 
tion  to  impart  to  the  principals  of  our 
high  schools.  They  are  asking  me  if 
there  is  an  admission  tax  on  their  ath¬ 
letic  contests. 

Mr.  DOUGHTON.  Yes;  there  is. 

Mr.  RICH.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  RICH.  According  to  amendment 
No.  160,  there  is  to  be  a  committee  ap¬ 
pointed  to  investigate  Government  ex¬ 
penditures. 

Mr.  DOUGHTON.  And  the  House  re¬ 
ceded  unanimously  on  that;  and  if  this 
conference  report  is  adopted,  that  pro¬ 
vision  will  remain  in  the  bill. 

Mr.  RICH.  Do  you  have  any  hope 
that  this  committee  will  get  any  action, 
so  that  we  will  cut  down  a  billion  dollars 
on  appropriation  bills? 

Mr.  DOUGHTON.  I  will  say,  with  re¬ 
spect  to  that,  that  if  I  happen  to  be  a 
member  of  that  committee  I  shall  do 
everything  I  can  to  see  that  something 
is  accomplished  under  that  provision  of 
the  bill.  It  is  one  of  the  most  important 
and  one  of  the  most  necessary  provisions 
in  the  bill. 

Mr.  RICH.  I  hope  the  gentleman  will 
do  everything  he  can;  but  I  wonder  if 
he  can  get  the  President  and  the  Secre¬ 
tary  of  the  Treasury  to  do  it?  They  said 
4  or  5  months  ago  that  we  should  cut 
down  a  billion  dollars,  but  they  have  not 
done  a  thing  to  accomplish  that.  Since 
you  are  a  member  of  that  committee,  I 
know  we  are  going  to  get  action. 

[Here  the  gavel  fell.] 

Mr.  DOUGHTON.  Mr.  Speaker,  I  yield 
myself  2  additional  minutes. 

Mr.  COCHRAN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  DOUGHTON.  I  yield. 

Mr.  COCHRAN.  Mr.  Speaker,  I  think 
it  is  proper  to  read  at  this  point  what 
the  gentleman  from  North  Carolina  [Mr. 
Doughton]  said  just  before  we  voted  on 
this  bill.  I  read  from  the  Record  of 
August  4.  page  6731.  This  is  what  he 
said: 

The  issue  here  today  is  one  of  integrity, 
one  of  fair  dealing,  one  of  fair  play  in  mat¬ 
ters  of  taxation  and  that  is  the  issue  that 
will  confront  us  and  must  confront  us  when 
we  approach  the  settlement  of  this  great 
question.  Defeat  the  joint-return  provision 
today  and  it  may  be  that  the  taxes  on  auto¬ 
mobiles  and  on  gasoline  and  the  personal- 
income  taxes  will  have  to  be  increased.  This 
question  will  come  back  to  haunt  you  like 
Banquo’s  ghost  and  it  will  not  be  settled 
until  it  is  settled  right. 

That  is  what  the  gentleman  from 
North  Carolina  [Mr.  Doughton]  said, 
that  is  what  I  said  at  the  time,  and  that 
is  just  exactly  what  happened. 


Mr.  DOUGHTON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  revise  and  extend 
my  remarks. 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

Mr.  DOUGHTON.  Mr.  Speaker,  I  yield 
to  the  gentleman  from  Massachusetts 
[Mr.  Treadway]  10  minutes. 

Mr.  TREADWAY.  Mr.  Speaker,  I 
think  the  chairman  of  our  committee  the 
gentleman  from  North  Carolina  [Mr. 
Doughton]  ought  to  have  a  little  relief 
from  the  barrage  of  questions  that  have 
been  put  to  him  by  Members  from  both 
sides  of  the  House  during  the  almost 
three-quarters  of  an  hour  that  he  has 
occupied  the  floor.  Therefore,  I  am 
willing  to  relieve  him  to  the  extent  of  the 
10  minutes  that  he  has  just  granted  me. 

I  want  to  touch  on  a  few  of  the  high 
points,  as  I  see  them,  in  the  conference 
report.  I  would  like  the  attention  of  the 
gentleman  from  Michigan  [Mr.  Mich- 
ener],  who  a  few  moments  ago  said  the 
discussion  having  to  do  with  joint  re¬ 
turns  and  community  property  was  en¬ 
tirely  academic.  I  wish  to  refute  that 
statement,  because  the  basis  of  our  ef¬ 
fort  to  secure  joint  returns  was  to  over¬ 
come  the  community-property  situation, 
which  is  very  acute,  and  it  is  just  as  acute 
as  it  was  when  it  was  originally  placed 
in  the  bill  by  the  Ways  and  Means  Com¬ 
mittee.  Therefore,  this  question  is  not 
academic.  It  is  before  Congress  at  the 
present  time  and  must  be  fought  out 
until  equality  is  brought  about  among 
taxpayers  throughout  the  country,  so 
that  residents  of  the  8  community- 
property  States  will  not  continue  to  re¬ 
ceive  the  tremendous  tax  advantage  they 
now  enjoy  at  the  expense  of  taxpayers 
in  the  other  40  States.  There  is  no  rea¬ 
son  in  the  world  why  8  States  should 
have  this  benefit,  which  benefit  is  not 
enjoyed  by  citizens  of  the  40  other  States. 
One  State,  Oklahoma,  admits  through 
its  Representative  here  that  it  has  been 
forced  against  its  will  to  adopt  the  sys¬ 
tem  of  community  property  in  order  to 
discourage  the  movement  of  its  citizens 
to  adjoining  States  in  order  to  avoid  tax¬ 
ation.  The  hour  has  come  when  no  citi¬ 
zen  should  be  allowed  to  escape  his  fair 
share  of  the  tax  burden,  and  when  resi¬ 
dents  of  those  8  States  step  up  to  the 
Treasury  counter  and  present  their  tax 
returns  they  should  pay  on  the  same 
basis  as  the  man  and  woman  from  the 
States  of  Massachusetts,  North  Carolina, 
and  the  other  40  States  not  having  the 
community-property  system,  which  al¬ 
lows  husbands  and  wives  to  split  up  their 
incomes  and  avoid  surtaxes. 

Mr.  Speaker,  there  are  several  out¬ 
standing  features  in  this  conference  re¬ 
port.  First  of  all,  I  want  to  refer  to  the 
simplified  form  of  income-tax  return. 
Something  has  been  said  about  the  num¬ 
ber  of  employees  who  will  be  needed  to 
handle  the  extra  number  of  tax  returns 
to  be  received  under  the  operation  of  the 
bill.  I  want  to  say  that  if  the  Treasury 
has  not  done  another  good  deed  toward 
the  citizens  of  the  country  it  has  at  least 
done  one  in  the  offering  of  the  simplified 
form  of  return  for  incomes  under  $3,000. 
If  there  is  one  thing  that  provokes  the 
people  beyond  all  others  when  it  comes  to 
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making  out  their  tax  returns  it  is  the 
complications  they  face  year  after  year. 
While  this  feature  may  interfere  perhaps 
with  the  prosperity  of  tax  lawyers  it  will 
work  to  the  advantage  of  a  great  many 
of  our  taxpayers,  and  it  is  well  that  this 
simplified  form  has  been  put  into  the 
law. 

Those  having  incomes  of  $3,000  or  less 
are  permitted  to  use  this  short  form  of 
return  at  their  option.  They  can  look  at 
the  table  and  tell  at  a  glance  what  their 
tax  will  be  without  computing  deduc¬ 
tions,  exemptions,  and  so  forth.  If  this 
new  form  should  prove  successful,  it  may 
be  made  available  to  taxpayers  with 
somewhat  larger  incomes. 

One  other  matter  of  very  great  interest 
to  me  is  amendment  No.  150,  providing 
for  the  creation  of  a  joint  economy 
committee.  This  amendment  follows 
out  an  idea  which  I  proposed  some  time 
ago.  I  am  a  little  egotistical  in  saying  I 
sponsored  a  similar  proposition  a  number 
of  months  ago  in  the  form  of  a  resolution 
asking  this  House  to  create  a  special 
joint  committee  to  reduce  nondefense  ex¬ 
penditures.  I  did  not  get  very  far  with 
my  proposal,  which  is  still  pending  before 
the  Rules  Committee,  but  it  has  become 
so  apparent  that  savings  could  and 
should  be  made  in  nondefense  items  that 
it  has  now  been  incorporated  in  this  bill 
in  the  form  of  the  establishment  of  a 
joint  committee.  This  committee  will 
have  its  work  cut  out  for  it,  but  it  will  be 
serving  the  people  of  the  country  if  it 
finds  a  method  of  reducing  nondefense 
expenditures.  And  I  want  to  say  in  this 
connection  it  is  not  a  partisan  matter, 
but  we  have  put  that  question  up  time 
and  time  again  to  the  administration. 
Those  in  authority  in  the  country  will  not 
undertake  to  perform  that  service  even  on 
the  advice  of  the  Secretary  of  the  Treas¬ 
ury,  Mr.  Morgenthau.  He  has  advised 
our  committee  that  expenditures  could 
be  very  much  reduced,  but  they  have 
not  been;  on  the  contrary  they  are  in¬ 
creasing  constantly.  I  call  especial  at¬ 
tention  therefore  to  the  value  of  amend¬ 
ment  No.  160  setting  up  a  committee  that 
will  study  this  problem  and  I  hope  devise 
methods  of  reducing  expenditures  in 
ncndefense  items. 

If  the  masses  of  people  are  to  be  called 
upon  for  burdensome  taxes  to  meet  de¬ 
fense  costs,  there  should  likewise  be 
drastic  reductions  in  nondefense  expend¬ 
itures. 

I  therefore  most  heartily  endorse  the 
proposed  joint  committee  of  the  House 
and  Senate,  which  will  be  charged  with 
the  duty  of  making  definite  recommend¬ 
ations  for  such  reductions. 

If  the  administration  refuses  to  take 
the  leadership  in  the  matter  of  economy, 
then  it  is  up  to  the  Congress  itself  to  do 
so. 

Mr.  REED  of  New  York.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  TREADWAY.  I  yield. 

Mr.  REED  of  New  York.  I  am  wonder¬ 
ing  if  modesty  prevents  the  gentleman 
from  telling  the  Members  that  he  intro¬ 
duced  a  bill  to  do  that  very  thing  just  a 
short  while  ago. 

Mr.  TREADWAY.  It  is  House  Concur¬ 
rent  Resolution  6.  I  referred  to  that 
slightly,  but  I  did  not  want  to  appear  ego¬ 


tistical  in  referring  to  myself.  I  believe 
the  gentleman  from  New  York  will  cor¬ 
roborate  my  statement  that  I  interro¬ 
gated  the  Secretary  of  the  Treasury  on 
that  very  point  when  he  was  before  the 
committee. 

Mr.  REED  of  New  York.  That  is  cer¬ 
tainly  true. 

Mr.  TREADWAY.  I  feel  rather  proud 
of  the  fact  it  has  been  incorporated  in 
this  bill,  although  I  do  not  pose  as  being 
the  author  of  the  provision  as  it  appears. 

Under  the  conference  agreement,  the 
personal  exemptions  will  be  reduced  to 
$750  for  single  persons  and  to  $1,500  for 
married  persons.  This  amendment  was 
adopted  by  the  Senate  upon  the  recom¬ 
mendation  of  the  President.  The  House 
conferees  were  faced  with  the  necessity 
of  agreeing  to  this  change  in  view  of  the 
fact  that  if  it  had  not  been  adopted  the 
bill  would  fall  $300,000,000  short  of  the 
three  and  cne-half  billion  total  which 
was  sought. 

Under  the  bill  as  reported  to  the  House 
by  the  Ways  and  Means  Committee,  we 
proposed  the  retention  of  the  present  ex¬ 
emptions,  and  would  have  raised  this 
same  amount  by  taxing  those  now  escap¬ 
ing  their  fair  share  of  the  tax  burden. 
The  House  eliminated  this  feature  of  the 
committee  bill,  and  the  Senate  did  not 
reinsert  it.  Instead,  it  adopted  the  Presi¬ 
dent’s  suggestion  for  broadening  the  tax 
base. 

While  the  amendment  will  bring  some 
two  and  one-half  million  new  taxpayers 
under  the  income  tax,  it  is,  nevertheless, 
a  fact  that  most  of  the  increased  revenue 
will  come  from  present  taxpayers,  who 
will  have  their  taxable  income  increased 
by  the  amount  the  exemption  is  lowered. 

We  have  done  several  other  things  in 
this  measure  which  are  worth  while,  and 
to  which  I  wish  to  refer  briefly.  One  of 
them  which  will  help  the  people  of  the 
country  is  the  removal  of  the  tax  on  soft 
drinks.  In  the  Ways  and  Means  Com¬ 
mittee,  we  originally  considered  a  1-cent- 
per-bottle  tax,  as  recommended  by  the 
Treasury.  We  reduced  it  to  one-sixth  of 
a  cent  a  bottle  so  there  would  be  a  4-cent 
tax  on  24  bottles,  and  it  passed  the  House 
in  this  form.  The  Senate  eliminated  the 
tax,  and  the  conferees  have  concurred  in 
that  action.  This  is  beneficial  in  this 
way:  We  have  got  to  do  something  for 
the  small  businessman.  The  big  people 
in  the  soft-drink  business  would  be  able 
to  absorb  the  tax,  but  the  small  dealer 
could  not.  He  would  be  at  a  competitive 
disadvantage  and  would  soon  be  put  out 
of  business  by  the  large  concerns.  By 
taking  the  tax  off  entirely  we  help  the 
small  manufacturer  of  soft  drinks  to  stay 
in  business,  and  it  will  also  reduce  the 
chances  of  making  a  6 -cent  drink  neces¬ 
sary. 

In  the  case  of  jewelry,  the  conference 
agreement  restores  the  Blouse  provision 
for  a  10-percent  tax  on  retail  sales,  rather 
than  the  15-percent  manufacturers’  tax 
adopted  by  the  Senate.  Under  the  retail 
tax,  no  floor  tax  will  be  required. 

Mr.  Speaker,  a  good  deal  has  been  said 
here  in  relation  to  another  tax  bill  to 
follow  this  one.  I  think  it  is  only  fair  in 
this  connection  for  the  country  to  know 
that  the  next  bill  will  be  an  administra¬ 
tive  bill.  There  were  certain  adminis¬ 
trative  amendments  which  would  have 


been  in  this  conference  report  had  it  not 
been  for  the  fact  that  the  Treasury  De¬ 
partment  said  they  would  bring  in  an¬ 
other  bill  in  the  very  near  future  covering 
many  administrative  matters.  The  de¬ 
tails  of  the  forthcoming  bill  are  not  ma¬ 
terial  to  the  discussion  here.  The  admin¬ 
istrative  features  were  cut  out  of  this 
bill,  with  the  assurance  that  such  admin¬ 
istrative  features  as  were  desirable  to  ad¬ 
minister  the  law  can  be  properly  taken 
care  of  in  the  next  bill,  and  be  made  ret¬ 
roactive  where  desirable  to  do  so. 

I  do  not  think  the  taxpayers  need  be 
particularly  frightened  as  to  new  taxes 
in  the  administrative  bill.  They  will 
come  later.  Let  nobody  think  he  will  es¬ 
cape  taxation,  but  he  need  have  no  fear 
of  another  bill  similar  to  this,  at  least 
before  next  year.  The  administrative 
bill  will  be  considered  in  the  very  near 
future. 

Mr.  JENKINS  of  Ohio.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  TREADWAY.  I  yield. 

Mr.  JENKINS  of  Ohio.  As  I  under¬ 
stand  it,  the  newspapers  carried  reports 
that  there  were  four  administrative  fea¬ 
tures  incorporated  in  the  Senate  amend¬ 
ments. 

Mr.  TREADWAY.  There  were  several 
such  amendments. 

Mr.  JENKINS  of  Ohio.  Whatever  the 
number  may  be,  they  were  not  included  in 
this  report  for  the  reason  that  assurance 
was  given  they  would  be  included  in  the 
next  bill. 

Mr.  TREADWAY.  The  gentleman  is 
correct. 

The  conference  agreement  omits  a 
number  of  administrative  amendments 
made  by  the  Senate,  though  in  most 
cases  no  objection  is  made  to  the  subject 
matter.  I  was  particularly  interested  in 
the  so-called  Adams  amendment,  deal¬ 
ing  with  the  allowance  for  expenses  in¬ 
curred  in  the  production  of  income,  which 
has  been  disturbed  by  a  recent  Supreme 
Court  decision.  The  Treasury  is  favor¬ 
able  to  this  amendment,  and  there  seems 
to  be  no  opposition  to  it  either  in  the 
Ways  and  Means  Committee  or  the  Fi¬ 
nance  Committee. 

However,  we  had  an  understanding  in 
the  Ways  and  Means  Committee  that  no 
administrative  matters  would  be  taken 
up  in  connection  with  this  bill  but  would 
be  deferred  for  consideration  in  connec¬ 
tion  with  the  proposed  administrative 
bill.  The  Finance  Committee  likewise 
adhered  to  this  position.  All  the  admin¬ 
istrative  amendments  were  added  on  the 
Senate  floor.  They  are  omitted  from  the 
conference  report  without  prejudice  and 
will  be  considered  at  a  later  date. 

Mr.  JENKINS  of  Ohio.  As  I  under¬ 
stand  it,  this  administrative  bill  that  has 
been  promised  for  about  2  years  will  in¬ 
volve  two  or  three  hundred  material 
changes  in  the  law,  but  not  in  rates  or  in 
dollars? 

Mr.  TREADWAY.  I  hope  to  see  some 
changes  in  rates,  because  when  this  bill 
is  put  into  operation  it  will  be  found 
that  v/e  have  skipped  some  possibilities 
of  taxation  and  in  the  emergency  of  the 
day  they  are  going  to  get  caught.  The 
main  purpose  of  that  bill  will  be  to  cor¬ 
rect  administrative  difficulties  that  have 
arisen  by  experience  in  the  Department. 
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Mr.  JENKINS  of  Ohio.  Does  the  gen¬ 
tleman  think  sometime  between  now  and 
Christmas  the  Ways  and  Means  Com¬ 
mittee  will  bring  in  another  bill  along 
with  this  administrative  bill  or  as  a  part 
of  this  administrative  bill  that  will  deal 
with  these  things? 

Mr.  TREADWAY.  I  think  it  will  be 
incorporated  in  one  bill,  but  I  do  not 
know  when  it  will  come  up.  I  think  it  will 
be  effective  before  the  15th  of  March  next 
year. 

Mr.  Speaker,  I  want  to  refer  to  one 
other  matter  that  has  been  spoken  of  on 
the  floor  here,  namely,  taking  out  the 
proposed  tax  on  radio  broadcasting  ad¬ 
vertising.  There  may  be  merit  in  some 
form  of  radio  tax,  but  I  am  not  going  to 
discuss  the  merits  or  demerits  of  the  tax 
itself.  It  would  be  an  exception  to  the 
present  law  to  have  a  tax  on  radio 
advertising.  No  advertising  tax  has  been 
included  in  any  tax  bill,  and  there  is  no 
reason  why  it  should  start  with  radio 
broadcasting.  If  you  are  going  to  have 
a  tax  on  advertising  it  should  apply  to  all 
forms  of  advertising,  not  to  one. 

It  should  be  made  clear  that  this  tax 
bill  will  not  be  the  last  one  during  the 
present  emergency. 

It  was  inadequate  to  meet  our  fiscal 
requirements  even  before  it  left  the  Ways 
and  Means  Committee.  The  demands 
upon  the  Treasury  are  growing  so  large 
that  a  further  revenue  bill  will  undoubt¬ 
edly  be  requested  next  year,  if  not  before. 

The  pending  bill  is  only  a  first  step  in 
the  direction  of  what  our  emergency 
taxes  will  eventually  be. 

The  taxes  it  imposes  will  pinch,  but 
later  on  we  may  expect  to  really  be  “put 
through  the  wringer.”  It  would  be  well 
for  the  people  to  take  note  of  the  hand¬ 
writing  on  the  wall  and  prepare  them¬ 
selves  for  the  tax  burden  which  is  com¬ 
ing. 

That  burden  will  be  greatly  aggravated 
by  the  past  extravagances  of  the  New 
Deal,  which  have  strained  the  public 
credit  and  used  up  the  available  sources 
of  Federal  taxation. 

But  the  defense  of  our  country,  both 
from  external  aggression  and  internal 
collapse,  can  only  be  accomplished  by 
preserving  the  Nation’s  credit.  Hence  we 
have  no  choice  but  to  shoulder  the  in¬ 
creased  burden  as  it  comes. 

Mr.  DOUGHTON.  Mr.  Speaker,  I  move 
the  previous  question  on  the  adoption  of 
the  conference  report. 

The  previous  question  was  ordered. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on 
the  table; _ 

EXTENSION  OP  REMARKS 

Mr.  REED  of  New  York.  Mr.  Speaker, 
I  ask  unanimous  consent  to  extend  my 
own  remarks  in  the  Record  and  to  in¬ 
clude  an  editorial  and  some  quotations 
from  the  Dunkirk  Observer. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
York  [Mr.  Reed]? 

There  was  no  objection. 

Mr.  REED  of  New  York.  Mr.  Speaker, 
I  ask  unanimous  consent  to  extend  my 
own  remarks  in  the  Record  and  to  in¬ 
clude  a  list  of  foreign  wars. 


The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
York  [Mr.  Reed]? 

There  was  no  objection. 

RETIRED  PAY  AND  HOSPITAL  BENEFITS 
TO  CERTAIN  RESERVE  OFFICERS 

Mr.  MAY.  Mr.  Speaker,  I  ask  unani¬ 
mous  consent  to  take  from  the  Speaker’s 
table  the  bill  (H.  R.  3484)  to  provide  re¬ 
tirement  pay  and  hospital  benefits  to 
certain  Reserve  officers,  Army  of  the 
United  States,  disabled  while  on  active 
duty,  with  Senate  amendments  thereto, 
and  concur  in  the  Senate  amendments. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ments,  as  follows: 

Page  2,  line  8,  alter  "retirement”  Insert 
“pay.” 

Page  2,  line  9,  strike  out  “provided  herein” 
and  insert  “of  the  said  statute.” 

Page  2,  lines  9  and  10,  strike  out  “whether 
disability  exists  and  whether  such  disability 
was  incurred  in  line  of  duty”  and  insert  “of 
all  questions  of  eligibility  for  the  benefits 
thereof,  including  all  questions  of  law  and 
fact  relating  to  such  eligibility.” 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky  [Mr.  May]? 

Mr.  MARTIN  of  Massachusetts.  Mr. 
Speaker,  reserving  the  right  to  object, 
will  the  gentleman  from  Kentucky  [Mr. 
May]  explain  these  amendments? 

Mr.  MAY\  May  I  say  to  the  distin¬ 
guished  minority  leader  that  I  overlooked 
discussing  this  rpatter  with  him,  but  I 
did  discuss  it  with  the  gentleman  from 
New  Jersey  [Mr.  Thomas],  a  member  of 
the  Military  Affairs  Committee  of  the 
House,  and  this  is  satisfactory  to  him. 

Mr.  MARTIN  of  Massachusetts.  The 
House  would  like  to  know  what  the 
amendments  are. 

Mr.  MAY.  The  bill  as  originally  passed 
required  that  the  Secretary  of  War 
should  determine,  first,  whether  a  soldier 
was  disabled,  and  if  he  found  the  soldier 
was  disabled,  then  the  next  question  to 
determine  was  whether  or  not  the  disa¬ 
bility  resulted  from  a  service  connection 
or  injury;  in  other  words,  in  line  of  duty', 
i  That  is  as  far  as  the  House  bill  went. 

The  Senate  then  provided — and,  I 
think,  very  properly — that  in  the  deter¬ 
mination  of  the  two  facts,  first,  the  ex¬ 
istence  of  the  disability,  and,  second,  that 
it  was  service-connected,  the  Secretary 
should  also  find  the  state  of  facts  upon 
which  he  made  his  determination,  and 
that  should  go  in  the  record. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky  [Mr.  May]? 

There  was  no  objection. 

The  Senate  amendments  were  con¬ 
curred  in. 

A  motion  to  reconsider  was  laid  on  the 
table. 

EXTENSION  OF  REMARKS 

Mr.  SHEPPARD  asked  and  received 
permission  to  extend  his  own  remarks  in 
the  Record. 

SPEAKER  RAYBURN 

Mr.  COCHRAN.  Mr.  Speaker,  I  ask 
unanimous  consent  to  address  the  House 
to  make  an  announcement. 


September  16 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mis¬ 
souri? 

There  was  no  objection. 

Mr.  COCHRAN.  Mr.  Speaker,  1  year 
ago  today  the  present  occupant  of  the 
chair  was  elected  Speaker  of  the  House  of 
Representatives,  referred  to  now  and  in 
the  past  by  outstanding  statesmen  and 
writers  as  the  most  important  legislative 
body  in  the  world.  Next  to  the  President 
of  the  United  States  no  individual  in  this 
country  has  more  power  under  our  form 
of  government. 

The  wisdom  of  this  action  has  been 
clearly  demonstrated.  I  say  without  fear 
of  contradiction  that  a  more  fearless  and 
fair  Speaker  has  never  occupied  the 
chair.  Not  only  that,  but,  Mr.  Speaker, 
you  brought  with  you  the  experience  you 
gained  as  a  presiding  officer  in  the  Legis¬ 
lature  of  the  great  State  of  Texas,  which 
you  in  part  represent. 

Mr.  Speaker,  you  have  been  fair  and 
impartial  in  your  rulings;  you  have,  like 
all  great  Speakers,  set  precedents,  and 
you  have  won  the  admiration  and  respect 
of  every  Member  of  this  body. 

I  am  sure  the  Members  of  this  House 
join  with  me  in  extending  congratula¬ 
tions  on  this,  your  first  anniversary  as 
Speaker,  and  I  express  the  hope  that  you  j 
will  see  many  more  years  of  service  in 
your  present  capacity. 

EXTENSION  OF  REMARKS 

Mr.  BLOOM.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own  re¬ 
marks  in  the  Record  and  include  therein 
an  address  delivered  last  evening  by  Mr. 
Donald  M.  Nelson,  Executive  Director, 
Supply  Priority  and  Allocation  Board,  at 
the  Mayflower  Hotel. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
York? 

There  was  no  objection. 

Mr.  BOEHNE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  my  colleague  the 
gentleman  from  Indiana  [Mr.  Larrabee] 
be  permitted  to  extend  his  own  remarks 
in  the  Record. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Indiana? 

There  was  no  objection. 

Mr.  DONDERO.  Mr.  Speaker,  I  ask 
unanimous  consent  to  extend  my  own 
remarks  in  the  Appendix  of  the  Record 
and  incmde  therein  a  radio  address  de¬ 
livered  by  me  over  radio  station  WJR, 
Detroit,  on  -last  Saturday,  on  the  St. 
Lawrence  seaway. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mich¬ 
igan? 

There  was  no  objection. 

Mr.  BROWN  of  Ohio.  Mr.  Speaker,  I 
ask  unanimous  consent  to  extend  my 
own  remarks  in  the  Record  and  include 
therein  an  article  from  the  Cincinnati 
Times-Star. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ohio? 

There  was  no  objection. 

(Mr.  DITTER,  Mr.  WICKERSHAM, 
and  Mr.  VORYS  of  Ohio  asked  and  were 
given  permission  to  extend  their  own  re¬ 
marks  in  the  Record.) 


V\i 


CONGRESSIONAL  RECORD— SENATE  7435 


1941 

papers  and  documents  on  the  files  of  the 
Departments  of  the  Treasury,  War,  Justice 
(4),  Interior,  and  Agriculture;  the  Interstate 
Commerce  Commission,  the  Railroad  Retire¬ 
ment  Board,  the  Veterans’  Administration, 
the  Office  of  the  Administrator,  Federal  Se¬ 
curity  Agency,  the  Social  Security  Board, 
Federal  Security  Agency,  ihe  Public  Roads 
Administration,  Federal  Works  Agency,  and 
the  Work  Projects  Administration,  Federal 
Works  Agency  (6),  which  are  not  needed  in 
the  conduct  of  business  and  have  no  perma¬ 
nent  value  or  historical  interest,  and  re¬ 
questing  action  looking  to  their  disposition 
(with  accompanying  papers);  to  a  Joint  Se¬ 
lect  Committee  on  the  Disposition  of  Papers 
in  the  Executive  Departments. 

The  VICE  PRESIDENT  appointed  Mr. 
Barkley  and  Mr.  Brewster  members  of 
the  committee  on  the  part  of  the  Senate. 

PETITIONS 

Petitions  were  presented  and  referred 
as  indicated: 

By  Mr.  CAPPER: 

Petitions,  numerously  signed,  of  sundry 
citizens  of  Arkansas  City  and  Morrowville, 
in  the  State  of  Kansas,  praying  for  the  enact¬ 
ment  of  the  bill  (S.  860)  to  provide  for  the 
common  defense  in  relation  to  the  sale  of 
alcoholic  liquors  to  the  members  of  the  land 
and  naval  forces  of  the  United  States  and 
to  provide  for  the  suppression  of  vice  in  the 
^icinity  of  military  camps  and  naval  estab¬ 
lishments;  to  the  table. 

By  Mr.  TYDINGS: 

A  petition  of  sundry  citizens  of  Chester- 
town,  Md.,  praying  for  the  enactment  of  the 
bill  (S.  860)  to  provide  for  the  common  de¬ 
fense  in  relation  to  the  sale  of  alcoholic 
liquors  to  the  members  of  the  land  and  naval 
forces  of  the  United  States  and  to  provide 
for  the  suppression  of  vice  in  the  vicinity  of 
military  camps  and  naval  establishments;  to 
the  table. 

REPORTS  OF  A  COMMITTEE 

The  following  reports  of  a  committee 
were  submitted: 

By  Mr.  SCHWARTZ,  from  the  Committee 
on  Pensions: 

H.  R.  1030.  A  bill  to  provide  increases  of 
pension  payable  to  dependents  of  veterans  of 
the  Regular  Establishment,  and  for  other 
purposes;  with  an  amendment  (Rept.  No. 

677) ; 

H.R.  1091.  A  bill  to  grant  pensions  to  cer¬ 
tain  unremarried  dependent  Widows  of  Civil 
War  veterans  who  were  married  to  the  vet¬ 
eran  subsequent  to  June  26,  1905;  without 
amendment  (Rept.  No.  678);  and 

H  R.  1095.  A  bill  to  amend  the  act  of 
March  3.  1927,  entitled  “An  act  granting  pen¬ 
sions  to  certain  soldiers  who  served  in  the 
Indian  wars  from  1817  to  1898,  and  for  other 
purposes”;  without  amendment  (Rept.  No. 
679). 

BILLS  INTRODUCED 

Bills  were  introduced,  read  the  first 
time,  and,  by  unanimous  consent,  the  sec¬ 
ond  time,  and  referred  as  follows: 

By  Mr.  KILGORE: 

S.  1909.  A  bill  granting  a  pension  to  Lulu 
Henrietta  Holland:  to  the  Committee  on 
Pensions. 

By  Mr.  McCARRAN: 

S.  1910.  A  bill  to  restore  the  exemption 
from  excess-profits  tax  for  Income  derived 
from  mining  certain  strategic  metals;  to 
the  Committee  on  Finance. 

By  Mr.  HATCH: 

S.  1911.  A  bill  granting  an  increase  in  pen¬ 
sion  to  Ellsworth  F.  Bloodgood;  to  the  Com¬ 
mittee  on  Pensions. 


By  Mr.  REYNOLDS: 

S.  1912.  A  bill  for  the  relief  of  James  B. 
Lewis,  Jarvis  T.  Mills,  and  Richard  D.  Peters; 
to  the  Committee  on  Claims. 

(Mr.  White  (for  himself  and  Mr.  Brew¬ 
ster)  introduced  Senate  bill  1913,  which 
was  referred  to  the  Committee  on  Commerce, 
and  appears  under  a  separate  heading.) 

By  Mr.  BARKLEY  (for  Mr.  Glass)  : 

S.  1914.  A  bill  to  exempt  strategic  and 
critical  materials  from  customs  duties  in  cer¬ 
tain  cases,  and  for  other  purposes;  to  the 
Committee  on  Banking  and  Currency. 

By  Mr.  WALLGREN: 

S.  1915.  A  bill  to  assure  conservation  Of 
and  to  permit  the  fullest  utilization  of  the 
fisheries  of  Alaska,  and  for  other  purposes; 
to  the  Committee  on  Commerce. 

WATER  POLLUTION  CONTROL 

Mr.  WHITE.  Mr.  President,  on  behalf 
of  my  colleague  [Mr.  Brewster]  and  my¬ 
self,  I  introduce,  for  appropriate  refer¬ 
ence,  a  bill  to  create  a  division  of  water 
pollution  control  in  the  United  States 
Public  Health  Service,  and  for  other  pur¬ 
poses. 

I  call  the  attention  of  the  distinguished 
majority  leader  [Mr.  Barkley]  to  the 
fact  that  the  bill  I  am  now  introducing  is 
patterned  somewhat  closely  after  legis¬ 
lation  which  he  sponsored  in  a  previous 
Congress.  It  also  embodies  some  of  the 
provisions  found  in  a  bill  introduced  by 
the  Senator  from  Iowa  [Mr.  Gillette]. 
I  think  I  should  add  that  it  contains  pro¬ 
visions  not  found  in  either  of  the  bills 
referred  to. 

I  express  the  very  earnest  hope  that 
the  chairman  of  the  Commerce  Commit¬ 
tee  may  refer  the  bill  to  the  subcom¬ 
mittee  which  has  been  appointed,  and  to 
which  the  Gillette  bill  has  been  referred, 
in  the  hope  that  the  bill  may  be  consid¬ 
ered  by  that  subcommittee  at  the  same 
time  it  studies  and  considers  the  Gillette 
bill. 

The  VICE  PRESIDENT.  The  bill  will 
be  received  and  appropriately  referred. 

The  bill  (S.  1913)  to  create  a  Division 
of  Water  Pollution  Control  in  the  United 
States  Public  Health  Service,  and  for 
other  purposes,  was  read  twice  by  its  title 
and  referred  to  the  Committee  on  Com¬ 
merce. 

PROMOTION  OF  MEMBERS  OF  OFFICERS’ 
RESERVE  CORPS— AMENDMENT 

Mr.  REYNOLDS  submitted  an  amend¬ 
ment  intended  to  be  proposed  by  him  to 
the  bill  (S.  1058)  to  provide  for  the  pro¬ 
motion  of  members  of  the  Officers’  Re¬ 
serve  Corps,  which  was  referred  to  the 
Committee  on  Military  Affairs  and  or¬ 
dered  to  be  printed. 

EDITORIAL  BY  RICHARD  B.  SCAND- 
RETT,  JR.,  IN  SURVEY  GRAPHIC 

Mr.  GUFFEY.  Mr.  President,  I  have 
in  my  hand  an  editorial  published  re¬ 
cently  in  the  Survey  Graphic,  a  monthly 
magazine  devoted  to  social  welfare.  The 
editorial  was  written  by  Richard  B. 
Scandrett,  Jr.,  a  nephew  of  the  late 
Dwight  Morrow  and  cousin  of  Mrs.  Anne 
Morrow  Lindbergh.  I  hope  that  every 
appeaser  and  isolationist  in  the  United 
States  will  read  this  editorial.  I  ask  that 
it  be  printed  in  the  Record  as  a  part  of 
my  remarks. 


There  being  no  objection,  the  editorial 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

[From  the  Survey  Graphic] 

Do  Appeasers  Lack  Faith  in  Future  of 
Democracy? 

(By  Richard  B.  Scandrett,  Jr.,  President  of 
Survey  Associates) 

During  more  than  150  years  as  a  Republic, 
we  have  marched  steadily  ahead.  We  are  far 
short  of  achieving  a  millenium,  an  economic, 
political,  or  social  Utopia.  But  we  have  put 
our  roots  down  deep,  and  these  roots  have 
grown  fruit,  ripening  into  the  thought  and 
institutions  of  our  American  civilization. 

We  have  conquered  Nature  and  made  great 
strides  in  science  and  invention.  We  have 
created  higher  and  higher  standards  of  living, 
striving  toward  equality  of  opportunity,  seek¬ 
ing  to  eliminate  inequalities  caused  by  acci¬ 
dent  of  birth  and  handicaps  of  inadequate 
education  and  health. 

We  have  accomplished  this  much  because 
we  have  had  faith  in  ourselves  and  in  our 
future.  We  can  accomplish  even  more,  if  we 
continue  to  believe  in  ourselves  and  in  human 
progress. 

Only  when  faith  has  wavered,  has  our 
progress  been  retarded.  We  need  to  ask  our¬ 
selves  today:  Is  our  faith  strong  enough? 
Can  we  hold  on  to  it?  Because  without 
faith,  airplanes,  battleships,  and  all  the  ma¬ 
chinery  of  a  war  won’t  help  us.  Without 
faith,'  we  shall  generate  our  own  downfall, 
quite  apart  from  Hitler  and  his  crusade  for 
a  “new  world  order.” 

KINSHIP  WITH  PEOPLE 

To  have  faith  in  ourselves,  we  must  have 
confidence  in  the  Chief  Executive  of  our  de¬ 
mocracy.  The  head  of  a  democracy  must  be  a 
man  who,  above  all,  has  understanding  and 
kinship  with  the  average  man.  And  I  be¬ 
lieve  our  present  Chief  Executive  has  that 
fundamental  quality. 

Those  Presidents  who  have  contributed 
most  to  our  democratic  progress  have  been 
courageous  Interpreters  of  public  opinion 
rather  than  leaders.  They  certainly  have 
not  been  “leaders”  as  the  word  is  used  in 
Germany  and  in  Italy.  That  kind  of  leader¬ 
ship  is  a  survival  of  feudalism  and  has  no 
place  in  a  dynamic  democracy. 

Those,  like  Lindbergh  and  Wheeler,  who 
cry  out  for  “new  leadership”  in  this  country 
are  disciples  of  fascism,  whether  they  know 
it  or  not.  They  have  little  faith  In  democ¬ 
racy  and  have  accepted  the  dogma  that  “the 
people  are  sheep.” 

The  powers  of  the  President  of  the  United 
States  stem  directly  from  all  the  people,  and 
the  leadership  vested  in  him  is  the  leader¬ 
ship  of  the  people  themselves.  That  is  de¬ 
mocracy. 

LINCOLN  UNDERSTOOD 

One  cannot  read  Sandburg’s  War  Years 
without  the  deep  appreciation  that  Lin¬ 
coln  understood  this  better  than  any  of  our 
Presidents.  He  had  a  steadfast  faith  in  the 
people,  and  they,  in  turn,  believed  in  him. 
He  shared  with  them  their  common  virtues 
and  their  common  faults.  He  knew  their 
hopes,  their  fears,  their  courage,  and  ca¬ 
pacity  for  sacrifice,  and  their  weaknesses. 
His  mistakes  were  their  mistakes.  His  vic¬ 
tories  were  their  victories.  At  his  tragic 
death  he  bequeathed  to  the  American  people 
a  reservoir  of  faith  in  democracy  such  as  no 
nation  had  ever  known. 

The  next  time  you  listen  to  those  who 
demand  a  “change  in  leadership”  don’t  be¬ 
lieve  their  glib  talk  about  freedom.  They 
are  more  than  willing  to  destroy  it.  They 
are  more  than  ready  to  appease  the  dicta¬ 
tors.  In  one  breath  they  prate  of  the  sanc¬ 
tity  of  our  Constitution,  and  in  the  next  they 
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deny  faith  in  the  considered  and  collective 
Judgment  of  the  people,  in  their  capacity  to 
govern  themselves. 

For  these  reasons:  They  recoil  from  the 
logical  evolution  of  the  democratic  process. 
They  are  horrified  rather  than  pleased  by  the 
desire  for  social  reform  that  has  been  grow¬ 
ing  steadily  in  this  country  since  the  begin¬ 
ning  of  the  century.  Like  the  Chamberlains 
and  the  Daladiers,  their  thinking  is  influ¬ 
enced  by  a  fear  of  social  change — by  the  fear 
that  our  Government  may  become  more  and 
more  a  government  of,  for,  and  by  the  people. 

THEY  HELP  HITLER 

Many  of  these  appeasers  have  no  conscious 
desire  to  help  Hitler  satisfy  his  lust  for 
power;  nor  were  all  those  whose  minds  went 
along  with  Chamberlain  and  Daladier  inten¬ 
tional  enemies  of  their  countries.  Yet  they 
contributed  to  Britain’s  jeopardy  and  to 
France’s  downfall. 

We  would  do  well  to  repeat  the  lesson  of 
France  until  we  learn  it  by  heart:  France 
wasn’t  overcome  by  planes  and  tanks  and 
guns  alone.  She  was  conquered  internally 
by  the  undermining  of  her  faith  in  herself — 
long  before  the  invasion  of  Poland. 

In  spite  of  the  appeasers  in  England,  faith 
was  too  strong  to  suffer  the  same  fate.  Today 
the  people  of  England  are  united  in  faith. 
They  have  buried  their  internal  fears  and 
hates.  They  have  united  against  the  danger 
of  a  Nazi  scourge — a  danger  which  has  stirred 
in  them  a  frenzy  and  loyalty  to  the  cause  of 
freedom. 

I  believe,  in  spite  of  the  appeasers  here, 
we  are  strong  in  faith,  too.  I  believe  that 
the  preponderant  majority  of  the  people  of 
America  recognize  the  issue  that  faces  all 
free  peoples  today.  I  believe  that  they,  too, 
are  burying  their  internal  fears  and  hates, 
and  are  uniting  to  defend  human  freedom 
and  human  dignity  as  cornerstones  of  our 
democratic  way  of  life. 

ADDRESS  BY  SENATOR  BURTON  BEFORE 
AMERICAN  LEGION  CONVENTION 

[Mr.  BURTON  asked  and  obtained  leave  to 
have  printed  in  the  Record  an  address  de¬ 
livered  by  him  on  September  15,  1941,  pefore 
the  national  convention  of  the  American 
Legion  at  Milwaukee,  Wis„  which  appears  in 
the  Appendix.] 

ARTICLE  BY  SENATOR  REYNOLDS  ON  THE 
WEAK  LINKS  IN  OUR  DEFENSE 

[Mr.  REYNOLDS  asked  and  obtained  leave 
to  have  printed  in  the  Record  an  article  by 
him  entitled  “The  Weak  Links  in  Our  De¬ 
fense,”  published  in  the  American  magazine 
for  September  1941,  which  appears  in  the 
Appendix] 

LIBERTY,  EQUALITY,  FRATERNITY- 
ADDRESS  BY  NICHOLAS  MURRAY  BUTLER 

[Mr.  WALSH  asked  and  obtained  leave  to 
have  printed  in  the  Record  an  address  en¬ 
titled  “Liberty,  Equality,  Fraternity,”  deliv¬ 
ered  by  Nicholas  Murray  Butler  at  the  Parrish 
Memorial  Art  Museum,  Southampton,  Long 
Island,  August  31,  1941,  which  appears  in  the 
Appendix.] 

COL.  CHARLES  A.  LINDBERGH— EDITORIAL 

FROM  ATLANTIC  CITY  DAILY  WORLD 

[Mr.  SMATHERS  asked  and  obtained  leave 
to  have  printed  in  the  Record  an  editorial 
entitled  “An  Invitation  to  Laughter,”  pub¬ 
lished  in  the  Atlantic  City  Daily  World,  which 
appears  in  the  Appendix.] 

NATIONAL  YOUTH  ADMINISTRATION- 
ADDRESS  BY  AUBREY  WILLIAMS 

[Mr.  SCHWARTZ  asked  and  obtained  leave 
to  have  printed  in  the  Record  a  radio  address 
by  Aubrey  Williams,  Administrator  of  the 
National  Youth  Administration,  relative  to 
the  help  rendered  American  youth  by  the 
N.  Y.  A.,  which  appears  in  the  Appendix.] 


A  UNITED  AMERICA— EDITORIAL  FROM 

ST.  LOUIS  GLOBE-DEMOCRAT  AND 

ILLINOIS  STATE  REGISTER 

[Mr.  LUCAS  asked  and  obtained  leave  to 
have  printed  in  the  Record  an  editorial  en¬ 
titled  “A  United  America,”  published  in  the 
St.  Louis  Globe-Democrat  and  the  Illinois 
State  Register,  which  appears  in  t£e  Appen¬ 
dix.] 

POEM  BY  HORACE  CARLISLE 

[Mr.  BILBO  asked  and  obtained  leave  to 
have  printed  in  the  Record  a  poem  by  Horace 
Carlisle  entitled  “Wisdom’s  Warning  to  a 
War-Weary  World,”  which  appears  in  the 
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REVENUE  ACT  OF  1941— CONFERENCE 
REPORT 

Mr.  GEORGE  submitted  the  following 
report: 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.  R. 
5417)  to  provide  revenue,  and  for  other  pur¬ 
poses,  having  met,  after  full  and  free  con¬ 
ference,  have  agreed  to  recommend  and  do 
recommend  to  their  respective  Houses  as 
follows: 

That  the  Senate  recede  from  its  amend¬ 
ments  numbered  39,  41,  49,  54,  56,  63,  64,  65, 
79,  91,  93,  94,  111,  117,  119,  120,  121,  125,  126, 
128,  130,  131  132,  134,  135,  136,  144,  163,  and 
164. 

That  the  House  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  Senate  num¬ 
bered  2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12,  13,  14,  15, 
16,  17,  18,  19.  20,  21,  22,  23,  24,  25,  26,  27,  28, 

29,  30,  31,  32,  33,  34,  35,  36,  37,  38,  43,  44,  45, 

46,  47,  48,  50,  51,  52,  53,  59,  61,  62,  66,  67,  68, 

69,  70,  71,  72,  73,  74,  75,  76,  77,  78,  81,  82,  83, 

84,  85,  86,  87,  88,  89,  90,  92,  95,  98,  99,  100,  101, 
102,  103,  104,  105,  106,  107,  108,  109,  110,  112, 

113,  114,  115,  116,  122,  123,  127,  129,  133,  138, 

139,  140,  141,  142,  146,  147,  148,  149,  150,  151, 

152,  153,  154,  156,  157,  158,  159,  160,  and  161; 

and  agree  to  the  same. 

Amendment  numbered  1 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  1,  and  agree  to 
the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  fol¬ 
lowing: 

“ Table  of  contents 

“Title  I- — Individual  and  Corporation  Income 
Taxes 

“Sec.  101.  Surtax  on  individuals. 

“Sec.  102.  Optional  tax  on  individuals  with 
certain  gross  income  of  $3,000  or  less. 

"Sec.  103.  Corporation  defense  tax  rates 
incorporated  in  rate  schedules. 

“Sec.  104.  Surtax  on  corporations  and  ter¬ 
mination  of  defense  tax. 

“Sec.  105.  Tax  on  nonresident  alien  indi¬ 
viduals. 

“Sec.  106.  Tax  on  foreign  corporations. 

“Sec.  107.  Withholding  of  tax  at  source. 

“Sec.  108.  Treaty  obligations. 

“Sec.  109.  Reduction  in  pursuance  of 
treaties  of  rates  of  tax  and  withholding  on 
nonresident  alien  individuals  resident,  in  and 
corporations  organized  under  laws  of,  West¬ 
ern  Hemisphere  countries. 

“Sec.  110.  Defense  tax  rates  on  personal 
holding  companies  and  transfers  to  avoid  in- 
-  me  tax  incorporated  in  rate  schedules. 

“Sec.  111.  Personal  exemption. 

“Sec.  112.  Returns  of  income  tax. 

“Sec.  113.  Credit  for  defendents. 

“Sec.  114.  Noninterest-bearing  obligations 
issued  at  discount. 

“Sec.  115.  Short-term  obligations  issued  on 
a  discount  basis. 

“Sec.  116.  Information  returns  with  respect 
to  Federal  obligations. 

“Sec.  117.  Extension  of  time  of  orders  of 
Securities  and  Exchange  Commission. 
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“Sec.  118.  Taxable  years  to  which  amend-  • 
ments  applicable. 

“Title  II — Excess  Profits  Tax 
“Sec.  201.  Excess-profits  tax  rates  and 
credits. 

“Sec.  202.  Deductions  of  excess-profits  tax. 
“Sec.  203.  New  capital. 

“Sec.  204.  Corporations  engaged  in  mining 
strategic  metals. 

“Sec.  205.  Taxable  years  to  which  amend¬ 
ments  applicable. 

“Title  III — Capital  Stock  Tax  and  Declared  i 
Value  Excess-Profits  Tax 
“Sec.  301.  Capital  stock  tax. 

“Sec.  302.  Declares  value  excess-profits 
tax — Defense  tax  rates  incorporated  in  rate 
schedule. 

“Title  IV — Estate  and  Gift  Taxes 
’Sec.  401.  Estate  tax  rates. 

“Sec.  402.  Gift  tax  rates. 

“Title  V — Excise  Taxes 
“Part  I — 1932  excise  taxes  made  permanent 
“Sec.  501.  1932  excise  taxes  made  perma¬ 
nent. 

“Sec.  502.  Pipe  line  tax. 

“Sec.  503.  Technical  amendment. 

“Sec.  504.  Bond  tax. 

“Sec.  505.  Conveyance  tax. 

“Part  II — Defense  tax  rates  made  permanent 
(no  increase  in  tax  and  no  change  in  basis 
of  tax) 

“Sec.  521.  Defence  excise  tax  rates  madaf 
permanent  which  are  not  increased  by  thi^1, 
Act. 

“Part  III— Increases  in  rates  of  existing  excise 
taxes 

“Sec.  531.  Playing  cards. 

“Sec.  532.  Safe  deposit  boxes. 

“Sec.  533.  Distilled  spirits. 

“Sec.  534.  Wines. 

"Sec.  535.  Tires  and  tubes. 

“Sec.  536.  Effective  date  of  Part  III. 

“Part  IV — Changes  in  basis  of  computing  tax 
(rates  increased  in  certain  cases) 

“Sec.  541.  Admissions  tax. 

“Sec.  542.  Cabaret,  roof  garden,  etc.,  tax. 
“Sec.  543.  Club  dues. 

“Sec.  544.  Automobile,  truck,  bus,  and  parts 
tax. 

“Sec.  545.  Radios,  phonographs,  records, 
and  musical  instruments. 

“Sec.  546.  Mechanical  refrigerators. 

“Sec.  547.  Matches. 

“Sec.  548.  Telephone,  telegraph,  etc. 

“Sec.  549.  Installment,  etc.,  payments. 

“Sec.  550.  Effective  date  of  Part  IV. 

“Part  V — New  excise  taxes 
“Sec.  551.  New  manufacturers’  excise  taxes.!, 
“Sec.  552.  New  retailers’  excise  taxes. 

“Sec.  553.  Administrative  changes  in  manu¬ 
facturers’  excise  tax  title  of  Code. 

“Sec.  554.  Transportation  of  persons,  etc. 
“Sec.  555.  Coin-operated  amusement  and 
gaming  devices. 

“Sec.  556.  Bowling  alleys,  etc. 

“Sec.  557.  Use  of  motor  vehicles  and  boats. 
“Sec.  558.  Effective  date  of  Part  V. 

“Part  VI — Processing  tax  on  certain  oils 
“Sec.  561.  Payment  of  proceeds  of  process¬ 
ing  tax  to  Guam  and  American  Samoa. 

“Title  VI — Nonessential  Federal  Expenditures 
“Sec.  601.  Nonessential  Federal  expendi¬ 
tures. 

“Title  VII— Credit  Against  Federal  Unemploy¬ 
ment  Taxes 

“Sec.  701.  Credit  against  Federal  unemploy¬ 
ment  taxes.” 

And  the  Senate  agree  to  the  same. 
Amendment  numbered  40:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  40,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted 
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by  the  Senate  amendment  insert  the  fol¬ 
lowing: 

"Sec.  117.  Extension  of  time  of  orders  of 
Securities  and  Exchange  Commission. 

“(a)  Extension:  Section  373  (a)  of  the  In¬ 
ternal  Revenue  Code  (relating  to  the  defini¬ 
tion  of  orders  of  the  Securities  and  Exchange 
Commission  with  respect  to  which  Supple¬ 
ment  R  applies)  is  amended  to  read  as 
follows : 

‘“(a)  The  term  “order  of  the  Securities  and 
Exchange  Commission”  means  an  order  (1) 
issued  after  May  28,  1938,  and  prior  to  Janu¬ 
ary  1,  1943,  by  the  Securities  and  Exchange 
Commission  to  effectuate  the  provisions  of 
section  11  (b)  of  the  Public  Utility  Holding 
Company  Act  of  1935,  49  Stat.  820  (U.  S.  C., 
Supp.  V,  Title  15,  section  79k  (b)),  or  (2) 
issued  by  the  Commission  subsequent  to  De¬ 
cember  31,  1942,  in  which  it  is  expressly  stated 
that  an  order  of  the  character  specified  in 
clause  (1)  is  amended  or  supplemented,  and 
(3)  which  has  become  final  in  accordance 
with  law.’ 

“(b)  Effective  date  of  amendment:  The 
amendment  made  by  this  section  shall  be 
applicable  only  with  respect  to  taxable  years 
beginning  after  December  31,  1939.” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  42:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  42,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “118”;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  55:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  55,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “205";  and  the  Senate  agree  to  the  same. 

Amendment  numbered  57:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  57,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing: 

“(c)  Returns  for  1941 :  Section  1203  (b)  (2) 
of  the  Internal  Revenue  Code  (relating  to 
extensions  of  time  for  filing  capital-stock  tax 
returns)  is  amended  by  inserting  at  the  end 
thereof  the  following:  ‘With  respect  to  the 
year  ending  June  30,  1941,  the  extension  may 
be  for  not  more  than  90  days.’  ” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  58:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  58,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “(d)”;  and  the  Senate  agree  to  the  same. 

Amendment  numbered  60:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  60,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  in¬ 
serted  by  the  Senate  amendment  insert  the 
following: 

“Sec.  302.  Declared  value  excess  profits  tax — 
defense  tax  rates  incorporated  in  rate 
schedule. 

“(a)  Rates:  Section  600  of  the  Internal 
Revenue  Code  (relating  to  rate  of  declared 
value  excess  profits  tax)  is  amended  as  fol¬ 
lows: 

“(1)  By  striking  out  the  heading  ‘(a)  Gen¬ 
eral  rule. — ’; 

“(2)  By  amending  the  rate  schedule  to  read 
as  follows: 

“  '6ft  per  centum  of  such  portion  of  its 
net  income  for  such  income-tax  taxable  year 
as  is  in  excess  of  10  per  centum  and  not  in 
excess  of  15  per  centum  of  the  adjusted  de¬ 
clared  value; 

“  T3?in  per  centum  of  such  portion  of  its 
net  income  for  such  income-tax  taxable  year 


as  is  in  excess  of  15  per  centum  of  the  ad¬ 
justed  declared  value.’;  and 

“(3)  By  repealing  subsection  (b)  (relating 
to  defense  tax  for  five  years). 

“(b)  Effective  date:  This  section  shall  be 
effective  only  with  respect  to  income-tax  tax¬ 
able  years  ending  after  June  30,  1941.” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  80 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  80,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “30  cents”;  and  the  Senate  agree  to  the 
same. 

Amendment  numbered  96 :  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  96,  and  agree 
to  the  same  with  an  amendment,  as  follows: 

In  lieu  of  the  matter  proposed  to  be  in¬ 
serted  by  the  Senate  amendment  insert  the 
following : 

“‘(1)  (A)  In  the  case  of  each  telephone 
or  radio  telephone  message  or  conversation 
which  originates  within  the  United  States, 
for  which  the  charge  is  more  than  24  cents, 
a  tax  of  five  cents  for  each  50  cents,  or  frac¬ 
tion  thereof,  of  the  charge. 

‘“(B)  In  the  case  of  each  telegraph,  cable, 
or  radio  dispatch  or  message  which  originates 
within  the  United  States,  a  tax  of  10  per 
centum  of  the  amount  of  the  charge. 

Only  one  payment  of  a  tax  imposed  by 
subparagraph  (A)  or  (B)  shall  be  required 
notwithstanding  the  lines  or  stations  of  one 
or  more  persons  are  used  in  the  transmission 
of  such  dispatch,  message,  or  conversation. 

“  ‘(2)  (A)  A  tax  equivalent  to  10  per  cent¬ 
um  of  the  amount  paid  for  leased  wire,  tele¬ 
typewriter,  or  talking  circuit  special  service. 

“  ‘(B)  A  tax  equivalent  to  5  per  centum  of 
the  amount  paid  for  any  wire  and  equipment 
service  (including  stock  quotation  and  in¬ 
formation  services,  burglar  alarm  or  fire 
alarm  service,  and  all  other  similar  services, 
but  not  including  service  described  in  sub- 
paragraph  (A)).” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  97:  That  the  House 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  Senate  numbered  97,  and  agree 
to  the  same  with  an  amendment,  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  Senate  amendment  insert  the  follow¬ 
ing:  “6  per  centum”;  and  the  Senate  agree 
to  the  same. 

Amendment  numbered  118:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  118,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert 
the  following: 

“‘(10)  Electric  light  bulbs  and  tubes: 
Electric  light  bulbs  and  tubes,  not  including 
articles  taxable  under  any  other  provision  of 
this  subchapter,  5  per  centum.” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  124:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  124, 
and  agree  to  the  same  with  an  amendment, 
as  follows:  Restore  the  matter  proposed  to 
be  stricken  out  by  the  Senate  amendment 
and  on  page  68,  line  15,  of  the  House  bill 
before  the  period  insert  a  comma  and  the 
following:  “or  to  a  fountain  pen  if  the  only 
parts  of  the  pen  which  consist  of  precious 
metals  are  essential  parts  not  used  for  orna¬ 
mental  purposes”;  and  the  Senate  agree  to 
the  same. 

Amendment  numbered  137:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  137,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  On  page  41,  line  17,  of  the  Senate 
engrossed  amendments  strike  out  “2408”  and 
insert  “2409”;  on  page  72,  line  11,  of  the 
House  bill  strike  out  “2409”  and  insert 


“2410”;  and  on  page  72,  line  15,  of  the  House 
bill  strike  out  “2410"  and  insert  “2411”;  and 
the  Senate  agree  to  the  same. 

Amendment  numbered  143:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  143,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert  the 
following: 

“(d)  Credits,  and  tax  free  sales  of  automo¬ 
bile  radios:  Section  3442,  section  3443  (a) 
(1),  and  section  3444  (a)  (1)  and  (2)  of  the 
Internal  Revenue  Code  (relating  to  tax  in 
case  of  sale  of  tires  to  manufacturers  of  au¬ 
tomobiles,  etc.,  and  credit  on  sale)  are 
amended  by  striking  out  ‘tires  or  inner 
tubes,’  wherever  appearing  therein  and  in¬ 
serting  ‘tires,  inner  tubes,  or  automobile 
radios  taxable  under  section  3404’;  and 
by  striking  out  ‘tire  or  inner  tube’  wherever 
appearing  therein  and  inserting  ‘tire,  inner 
tube,  or  automobile  radio  taxable  under  sec¬ 
tion  3404’.  Section  3403  (e)  of  the  Internal 
Revenue  Code,  as  amended  by  this  Act,  is 
further  amended  by  striking  out  ‘tires  and 
inner  tubes’  where  the  phrase  appears  the 
first  time  and  inserting  ‘tires,  inner  tubes, 
or  automobile  radios’;  paragraph  (1)  of  sub¬ 
section  (e)  of  such  section  is  amended  by 
inserting  before  the  semicolon  ‘or,  in  the  case 
of  automobile  radios,  if  such  radios  were  tax¬ 
able  under  section  3404’;  paragraph  (2)  of 
subsection  (e)  of  such  section  is  amended 
by  striking  out  ‘tires  or  inner  tubes’  wherever 
such  phrase  appears  and  inserting  ‘tires, 
inner  tubes,  or  automobile  radios’.” 

And  the  Senate  agree  to  the  same. 

Amendment  numbered  145 :  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  145,  and 
agree  to  the  same  with  an  amendment,  as 
follows :  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert 
the  following:  “October  10,  1941”;  and  the 
Senate  agree  to  the  same. 

Amendment  numbered  155:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  155,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  In  lieu  of  the  matter  proposed  to  be 
inserted  by  the  Senate  amendment  insert  the 
following:  “There  are  authorized  to  be  ap¬ 
propriated  such  sums  as  may  be  necessary  to 
enable  the  Secretary  of  the  Treasury  to  ad¬ 
vance  from  time  to  time  to  the  Postmaster 
General  such  sums  as  the  Postmaster  General 
may  show  shall  be  required  for  the  expenses 
of  the  Post  Office  Department  in  performing 
in  the  District  of  Columbia  and  elsewhere  all 
services  required  by  this  section.”  And  the 
Senate  agree  to  the  same. 

Amendment  numbered  162:  That  the 
House  recede  from  its  disagreement  to  the 
amendment  of  the  Senate  numbered  162,  and 
agree  to  the  same  with  an  amendment,  as 
follows:  On  page  51,  lines  8  and  9  of  the 
Senate  engrossed  amendments  strike  out 
“and  miscellaneous  amendments”;  and  the 
Senate  agree  to  the  same. 

Walter  P.  George, 

David  I.  Walsh, 

Aleen  W.  Barkley, 

Arthur  Capper, 

James  J.  Davis, 

Managers  on  the  part  of  the  Senate. 

R.  L.  Doughton, 

Thos.  H.  Cullen, 

Jere  Cooper, 

John  W.  Boehne,  Jr., 

Allen  T.  Treadway, 

Harold  Knutson, 

Daniel  A.  Reed, 

Managers  on  the  part  of  the  House. 

Mr.  GEORGE.  I  ask  unanimous  con¬ 
sent  for  the  present  consideration  of  the 
conference  report. 
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Mr.  McNARY.  Mr.  President,  the  first 
request  is  made  for  unanimous  consent 
for  the  consideration  of  the  report;  I 
have  no  objection  to  that,  but,  before  it 
is  considered,  I  should  like  to  have  a  full 
explanation  from  the  able  Senator  in 
charge  of  the  report. 

Mr.  GEORGE.  I  will  be  very  glad  to 
explain  the  report. 

The  VICE  PRESIDENT.  Is  there  ob¬ 
jection  to  the  present  consideration  of 
the  conference  report? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  report. 

Mr.  McNARY.  Mr.  President,  in  view 
of  the  unusual  importance  of  the  report, 
I  think  we  should  have  a  quorum  present. 
I  suggest  the  absence  of  a  quorum. 

The  VICE  PRESIDENT.  The  clerk 
will  call  the  roll. 

The  Chief  Clerk  called  the  roll,  and 
the  following  Senators  answered  to  their 
names: 


Andrews 

Hayden 

Reynolds 

Ball 

Herring 

Rosier 

Barbour 

Hill 

Schwartz 

Barkley 

Hughes 

Smathers 

Bilbo 

Johnson,  Colo. 

Smith 

Bulow 

Kilgore 

Spencer 

Burton 

La  Follette 

Thomas,  Okla. 

Byrd 

Lucas 

Thomas,  Utah 

Capper 

McCarran 

Tobey 

Caraway 

McFarland 

Tunnell 

Clark,  Idaho 

McKellar 

Tydings 

Davis 

McNary 

Vandenberg 

Downey 

Maloney 

Van  Nuys 

Eastland 

Murray 

Wallgren 

George 

O’Mahoney 

Walsh 

Gillette 

Overton 

White 

Gulley 

Peace 

Wiley 

Gurney 

Pepper 

Hatch 

Radcliffe 

Mr.  McNARY.  The  Senator  from  Ver¬ 
mont  [Mr.  Aiken],  the  Senator  from 
Vermont  [Mr.  Austin],  the  Senator  from 
Maine  [Mr.  Brewster],  the  Senator  from 
Illinois  [Mr.  Brooks],  the  Senator  from 
Nebraska  [Mr.  Butler],  the  Senator 
from  Connecticut  [Mr.  Danaher],  the 
Senator  from  Oregon  [Mr.  Holman]  ,  the 
Senator  from  North  Dakota  [Mr.  Lan- 
ger],  the  Senator  from  Massachusetts 
[Mr.  Lodge],  the  Senator  from  North 
Dakota  [Mr.  Nye],  the  Senator  from 
Kansas  [Mr.  Reed],  the  Senator  from 
Minnesota  [Mr.  Shipstead],  the  Sena¬ 
tor  from  Ohio  [Mr.  Taft],  the  Senator 
from  Idaho  [Mr.  Thomas],  and  the  Sen¬ 
ator  from  Indiana  [Mr.  Willis]  are  nec¬ 
essarily  absent. 

The  VICE  PRESIDENT.  Fifty-five 
Senators  have  answered  to  their  names. 
A  quorum  is  present. 

Mr.  GEORGE.  Mr.  President,  the  con¬ 
ference  report  on  the  tax  bill  has  been 
approved  by  the  House,  and  is  now  before 
the  Senate.  I  think  it  is  important  that 
the  principal  changes  made  in  the  bill 
by  the  conference  committee  be  noted. 

The  total  yield  under  the  Senate  bill 
would  have  been  $3,541,200,000.  Under 
the  conference  agreement  the  total  yield 
is  expected  to  be  $3,553,400,000.  Under 
the  House  bill  the  total  yield  would  have 
been  $3,216,400,000.  The  principal 
amendment  made  by  the  Senate  to  bring 
the  House  bill  over  $3,500,000,000  was  the 
one  lowering  the  exemptions  to  $750  in 
the  case  of  a  single  person  and  $1,500  in 
the  case  of  a  marri  d  person.  This 
amendment  is  estimated  to  yield  addi¬ 
tional  revenue  of  $303,700,000,  of  which 
$47,000,000  will  come  from  new  taxpayers 
and  $256,000,000  from  the  old  taxpayers. 


Only  $10,000,000  of  this  total  is  expected 
to  come  from  taxpayers  who  for  the  first 
time  will  be  required  to  make  returns. 
The  House  conferees  accepted  this 
amendment  without  change.  The  House 
conferees  also  accepted  the  Senate 
amendment  permitting  taxpayers  with 
incomes  of  $3,000  or  less  from  wages,  sal¬ 
aries,  royalties,  and  so  forth,  to  compute 
their  tax  by  a  simplified  method  and  on 
a  simplified  form. 

The  Senate  amendment  which  elimi¬ 
nated  the  10-percent  pentalty  on  corpo¬ 
rations  using  the  invested-capital  meth¬ 
od  which  had  low  earnings  in  the  base 
period  was  also  agreed  to  by  the  House 
conferees. 

The  Senate  amendments  integrating 
the  defense  tax  with  the  basic  tax  and 
the  amendment  increasing  the  surtax  on 
corporations  were  also  agreed  to  by  the 
House  conferees. 

With  respect  to  the  admissions  tax, 
there  were  concessions  on  both  sides. 
The  House  conferees  agreed  to  the  Sen¬ 
ate  amendments  which  eliminated 
exemptions  for  admissions  under  10  cents 
except  with  respect  to  children  under  12 
years  of  age.  We  were  forced  to  recede 
from  the  Senate  provision  permitting 
children  under  18  years  of  age  to  pay  the 
admissions  tax  on  the  price  actually 
charged  for  their  admission  instead  of 
upon  the  established  price  when  the  ad¬ 
mission  charged  was  10  cents  or  more. 

We  were  also  compelled  to  recede  with 
respect  to  the  Senate  amendments  re¬ 
storing  the  exemptions  provided  under 
existing  law  for  religious,  educational,  or 
charitable  entertainments,  agricultural 
fairs,  concerts  conducted  by  certain  civic 
or  community  membership  associations, 
and  admissions  to  entertainments  con¬ 
ducted  by  public  or  parochial  elementary 
or  high  schools. 

These  exemptions,  which  were  restored 
by  the  Senate,  with  the  one  added 
amendment  to  which  reference  was  last 
made,  the  House  conferees  definitely  op¬ 
posed;  and,  as  a  result,  the  amendments 
were  eliminated. 

The  House  conferees  agreed  to  the 
Senate  amendment  taxing  brandy  at  the 
$4  rate  applied  to  other  distilled  spirits, 
with  corresponding  increase  in  the  floor 
stocks  tax  on  brandy. 

So  far  as  the  tax  on  wines  and  cordials 
is  concerned,  a  compromise  was  agreed 
to.  Under  the  compromise  agreement 
we  accepted  the  House  rate  of  8  cents  on 
still  wines  containing  not  more  than  14 
percent  of  absolute  alcohol.  On  still 
wines  containing  more  than  14  percent 
and  not  exceeding  21  percent  of  alcohol, 
the  rate  under  the  House  bill  was  24 
cents  and  under  the  Senate  bill  was  35 
cents  a  gallon.  The  conference  agree¬ 
ment  fixed  this  rate  at  30  cents.  The 
House  agreed  to  the  Senate  rate  of  65 
cents  with  respect  to  still  wines  contain¬ 
ing  more  than  21  percent  and  not  exceed¬ 
ing  24  percent  of  alcohol. 

The  House  conferees  agreed  to  the  Sen¬ 
ate  rates  on  artificially  carbonated  wines 
and  on  liqueurs,  cordials,  and  similar 
compounds. 

The  House  conferees  agreed  to  the 
Senate  amendments  eliminating  the  bill¬ 
board  tax,  the  tax  on  radio  broadcasting, 
and  the  tax  on  soft  drinks. 
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The  Senate  amendments  with  respect  ! 
to  telephone,  telegraph,  and  cable  dis¬ 
patches,  and  so  forth,  were  agreed  to 
with  the  following  exceptions: 

The  exemption  under  the  Senate  bill 
of  burglar  or  fire-alarm  service  from  the 

5  percent  tax  with  respect  to  amounts 
paid  for  wire  and  equipment  service  was 
eliminated.  The  tax  on  local  telephone 
bills  which  was  fixed  under  the  Senate 
amendment  at  10  percent  was  reduced  to 

6  percent. 

We  were  forced  to  recede  on  the  Senate 
amendment  exempting  from  the  sporting 
goods  tax  artificial  lures,  baits,  and  flies. 

So  far  as  washing  machines  are  con¬ 
cerned,  we  were  compelled  to  accept  the 
provisions  of  the  House  bill  taxing  only 
washing  machines  of  the  kind  used  in 
commercial  laundries.  The  Senate 
amendment  applied  the  tax  to  all  wash¬ 
ing  machines. 

Under  the  conference  agreement,  the 
manufacturers’  excise  tax  on  electric 
light  bulbs  was  reduced  from  10  percent 
to  5  percent.  The  House  conferees 
agreed  to  the  Senate  amendment  extend¬ 
ing  the  tax  on  electrical  appliances  to 
include  gas  or  oil  water  heaters  and  gas 
or  oil  appliances  used  for  cooking,  warm¬ 
ing,  and  so  forth.  .1 

So  far  as  the  jewelry  tax  is  concerned, 
we  were  unable  to  get  the  House  con¬ 
ferees  to  agree  to  a  tax  on  the  manu¬ 
facturer.  The  agreement  restores  the 
retail  tax  contained  in  the  House  bill  but 
carried  with  it  an  amendment  containing 
the  exemption  of  the  Senate  amendment 
as  to  fountain  pens  if  the  only  parts  of 
the  pen  which  consist  of  precious  metals 
are  points  or  other  essential  parts  not 
used  for  ornamental  purposes. 

In  regard  to  the  cosmetics  tax,  the 
Senate  amendment  eliminated  the  neces¬ 
sity  of  requiring  beauty  parlors  and  bar¬ 
ber  shops  to  keep  records,  was  adopted. 
Under  this  amendment,  sales  of  toilet 
preparations  to  such  establishments  were 
treated  as  sales  at  retail  instead  of  the 
use  of  such  preparations  by  such  estab¬ 
lishments  being  treated  as  sales  at  retail. 

The  Senate  amendment  which  prohib¬ 
ited  under  penalty  the  making  of  any 
statement,  written  or  oral,  in  advertise¬ 
ment  or  otherwise  intended  or  calculated  S 
to  lead  any  person  to  believe  that  the  ! 
price  does  not  include  the  tax  was 
agreed  to. 

The  Senate  amendments  as  to  pinball 
and  other  gaming  or  amusement  ma¬ 
chines  were  agreed  to.  This  was  also 
true  with  respect  to  the  Senate  amend¬ 
ment  reducing  the  tax  on  the  operation 
of  a  bowling  alley,  billiard  table,  or  pool 
table  from  $15  to  $10. 

The  House  conferees  also  agreed  to  the 
Senate  amendment  exempting  soldiers 
and  sailors  from  the  transportation  tax. 

We  were  forced  to  recede  on  the  Senate  I 
amendment  permitting  an  annual  decla¬ 
ration  of  the  capital-stock  tax,  but  did 
retain  the  Senate  amendment  granting  i 
an  additional  extension  of  30  days  for  the  t 
filing  of  the  capital-stock  tax  return  for 
the  fiscal  year  ended  June  30,  1941. 

We  were  forced  to  recede  on  the  Senate  < 
amendment  providing  for  a  differential 
in  the  case  of  nonbeverage  alcohol.  The 
Treasury  objected  to  this  amendment  on 
the  ground  that  it  would  entail  a  great 
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administrative  burden  on  and  expense  to 
the  Treasury. 

The  Senate  amendment  eliminating 
the  retroactive  tax  with  respect  to  taxes 
on  installments  was  agreed  to,  as  well  as 
the  Senate  amendment  providing  a  re¬ 
fund  of  the  tax  on  motion-picture  films 
used  or  resold  for  use  in  the  making  of 
news-reel  motion-picture  films. 

The  Senate  amendment  allowing  a  tax¬ 
payer  further  time  within  which  to  make 
payments  into  an  unemployment  fund 
under  a  State  law  and  obtain  credit 
against  Federal  unemployment  tax  for 
1936,  1937,  1938,  1939,  and  1940  was 
agreed  to  by  the  House  conferees. 

The  Senate  amendment,  exempting 
from  the  tax  or  use  of  boats,  boats  used 
exclusively  for  trade,  and  so  forth,  was 
agreed  to.  This  was  also  true  with  re¬ 
spect  to  the  exemption  of  boats  used  by 
the  Sea  Scouts  Department  .of  the  Boy 
Scouts  of  America. 

The  conferees  were  sympathetic  with 
the  purpose  of  the  amendment  offered 
by  the  Senator  from  Connecticut  [Mr. 
Danaher]  relating  to  appropriations 
available  to  the  Social  Security  Board 
for  grants  to  the  States  for  unem¬ 
ployment-compensation  administration. 
However,  due  to  the  difficulties  in  work¬ 
ing  out  a  suitable  provision,  action  on 
the  merits  was  deferred  with  the  under¬ 
standing  that  it  would  be  considered  in 
a  later  bill. 

The  Senate  amendment  establishing 
a  committee  to  investigate  nonessential 
Federal  expenditures  was  agreed  to. 

The  Senate  amendment  providing  that 
taxes  collected  with  respect  to  the  proc¬ 
essing  of  coconut  oil  originating  in  Guam 
or  American  Samoa  shall  be  held  as  sepa¬ 
rate  funds  and  paid  to  their  treasuries 
was  agreed  to. 

Mr.  President,  with  respect  to  the 
amendment  of  the  Senate  which  restored 
the  exemption  from  the  payment  of  ex¬ 
cess-profits  taxes  by  the  producers  of  cer¬ 
tain  strategic  metals,  the  Senate  con¬ 
ferees  were  compelled  to  recede,  and  in 
that  respect  the  conference  report  is 
identical  with  the  bill  as  it  originally 
passed  the  House. 

\  On  this  question  I  may  say  that  the 
/  Senate  conferees  insisted,  on  each  day 
of  the  conference,  upon  the  acceptance 
of  the  amendment,  for  reasons  which  are 
very  well  known  to  all  Senators  who  are 
interested  in  the  question.  Even  on  the 
last  day  of  the  conference,  on  Monday 
of  this  week,  the  question  was  again  re¬ 
opened  for  discussion,  but  the  Senate 
conferees  were  unable  to  persuade  the 
House  conferees  to  accept  the  amend¬ 
ment.  So  the  strategic  metals,  seven  in 
number,  which  were  exempted  in  the 
Excess  Profits  Tax  Act  of  1940,  are  now 
subject  to  the  excess-profits  tax. 

Mr.  HAYDEN.  Mr.  President,  will  the 
Senator  yield? 

Mr.  GEORGE.  I  will  yield  in  a  mo¬ 
ment.  I  may  say  further  that  the  House 
conferees,  at  least  some  of  them,  insisted 
very  strongly  that  whatever  profits  were 
made  by  the  producers  of  the  seven  stra¬ 
tegic  metals,  or  any  of  them,  would  ac¬ 
crue  from  defense  contracts  with  the 
Government  itself,  and  for  that  reason, 
among  others,  they  very  strongly  insisted 
that  the  producers  of  strategic  metals 
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should  be  subject  to  the  excess-profits 
tax,  as  are  other  corporate  producers. 

I  yield  to  the  Senator. 

Mr.  HAYDEN.  The  inquiry  I  should 
like  to  make  is  whether  the  attitude  of 
the  House  conferees  was  supported  by 
the  Treasury.  We  had  hoped  we  had 
persuaded  the  Treasury  that  the  need 
for  these  metals  was  so  great,  particu¬ 
larly  upon  representations  made  by  the 
Office  of  Production  Management,  that 
their  production  should  be  encouraged. 
There  was  the  further  fact  that,  by  rea¬ 
son  of  the  exemption  heretofore  granted, 
there  were  those  who  had  expended 
money  on  mines  and  plants  and  produc¬ 
tion,  and  it  seemed  bad  faith  to  remove 
the  exemption. 

Mr.  GEORGE.  The  Senate  conferees 
presented  all  those  arguments,  and  the 
Senate  conferees  as  a  whole  believed  very 
strongly  in  the  merits  of  the  amendment. 
The  Treasury  resisted  it,  and  objected  to 
it,  largely  upon  the  ground  that  excep¬ 
tions  always  give  rise  to  certain  trouble 
in  administration,  and  upon  the  general 
ground  that  exceptions  to  liability  for 
excess-profits  taxes  could  not  be  justified 
in  any  case.  That  was  the  broad  position 
taken  by  the  Treasury. 

I  shall  be  through  with  the  formal 
statement  after  calling  attention  to  cer¬ 
tain  administrative  amendments  which 
were  considered  by  the  Senate  and  which 
were  inserted  in  the  bill  in  the  Senate. 

It  will  be  recalled  that  at  the  time 
these  several  amendments  were  offered 
the  committee  strongly  insisted  that, 
since  the  House  had  not  considered  ad¬ 
ministrative  or  technical  amendments, 
and  since  the  House  conferees  them¬ 
selves,  as  well  as  other  members  of  the 
House  Ways  and  Means  Committee, 
would  be  embarrassed  if  administrative 
amendments  were  put  into  the  bill  and 
agreed  to  by  the  House  conferees,  it  was 
inadvisable  to  offer  them. 

It  may  be  appropriate  for  me  to  com¬ 
ment  specially  on  the  so-called  adminis¬ 
trative  amendments  with  respect  to 
which  the  Senate  conferees  receded. 
These  amendments  are  amendments 
numbered  39,  41,  57,  63,  64,  and  164.  The 
House  and  Senate  conferees  were  in  gen¬ 
eral  agreement  on  the  policy  of  these 
amendments.  It  was  finally  agreed, 
however,  that  the  subject  matter  thereof, 
insofar  as  legislation  is  necessary,  might 
better  be  considered  in  connection  with 
the  administrative  bill  next  month,  or 
the  month  thereafter. 

Amendment  No.  39,  dealing  with  ali¬ 
mony  and  separate  maintenance  pay¬ 
ments,  provided  that  periodical  payments 
of  alimony  or  for  separate  maintenance 
should  be  included  in  the  gross  income 
of  the  recipient  and  deducted  from  the 
gross  income  of  the  payer.  Likewise,  the 
amendment  provided  that  alimony  and 
separate  maintenance  trust  income 
should  be  taxed  to  the  beneficiary  rather 
than  to  the  grantor.  The  amendment 
was  recommended  to  the  Senate  by  the 
Finance  Committee,  and  I  believe,  is 
sound  in  policy.  I  trust  that  it  will  re¬ 
ceive  favorable  consideration  later. 

Amendment  No.  41  was  intended  to 
allow  deductions  for  expenditures  in  con¬ 
nection  with  the  protection  of  invest¬ 
ments  and  the  production  of  income,  re¬ 


gardless  of  whether  they  relate  to  the 
taxpayer’s  trade  or  business.  According 
to  the  Supreme  Court’s  decision  in  Hig¬ 
gins  v.  Commissioner  (312  U.  S.  212), 
these  expenditures  are  not  deductible  un¬ 
der  present  law.  The  conference  com¬ 
mittee  and  the  Treasury  experts,  as  I 
understand  them,  were  in  agreement  that 
the  law  should  be  amended  to  permit 
the  deduction  of  these  and  similar  ex¬ 
penditures. 

Amendment  No.  57,  providing  for  an 
annual  redeclaration  of  value  for  capital 
stock  tax  purposes,  is  unquestionably  a 
desirable  provision.  The  taxpayer  should 
not,  in  these  times  at  least,  be  required 
to  guess  on  future  earnings  for  more  than 
a  year  ahead.  I  hope  the  provision  will 
be  included  in  the  next  bill.  The  Senate 
provision  granting  authority  to  extend 
for  an  additional  30  days  the  time  for 
filing  returns  for  the  current  year  was 
agreed  to. 

Amendment  No.  64  added  a  new  sen¬ 
tence  to  section  812  (d)  of  the  Internal 
Revenue  Code  relating  to  the  deduction 
of  charitable  bequests  for  estate-tax 
purposes.  It  provided  that  the  deduction 
shall  include  amounts  passing  under  a 
charitable  bequest  as  the  result  of  a  re¬ 
nunciation  of  some  other  specific  bequest 
by  another  beneficiary,  regardless  of  the 
date  of  the  decedent’s  death.  When  the 
amendment  was  introduced  on  the  Sen¬ 
ate  floor,  the  senior  Senator  from  North 
Carolina  [Mr.  Bailey],  who  offered  the 
amendment,  and  I  recognized  that  it 
probably  was  merely  declaratory  of  ex¬ 
isting  law.  The  Treasury  representatives 
agree,  as  I  understand  their  position,  that 
section  812  (d)  of  the  present  law  clearly 
covers  a  case  in  which  a  simple  bequest, 
involving  no  power  of  appointment  in  the 
beneficiary,  has  been  validly  renounced  by 
the  beneficiary,  with  the  result  that  the 
property  falls  into  the  residuary  estate 
which  is  transferred  to  charity  under  the 
will.  However,  as  indicated  in  the  state¬ 
ment  of  the  managers  on  the  part  of  the 
House,  the  Treasury  officials  felt  that 
further  consideration  would  be  required 
in  order  to  determine  the  necessity  for 
and  the  propriety  of  additional  legislation 
to  cover  a  case  in  which  the  beneficiary 
possesses  a  power  of  appointment,  which, 
in  effect  is  exercised  through  his  re¬ 
nunciation;  or  a  case  in  which  the  re¬ 
nunciation  has  been  delayed  for  such  a 
period  of  time  that  it  is  ineffective  under 
the  applicable  State  law,  with  the  result 
that  under  the  State  law  the  bequest  is 
deemed  to  have  vested  in  the  beneficiary 
prior  to  his  renunciation.  I  personally 
doubt  the  wisdom  of  covering  these  two 
classes  of  cases  under  section  812  (d). 
Inasmuch  as  the  simple  case  of  a  legacy 
which  has  been  validly  renounced  under 
State  law  is  apparently  within  the  section, 
it  is  questionable  whether  further  legisla¬ 
tion  should  be  considered. 

Amendment  No.  164  added  a  clarifying 
sentence  to  section  401  of  the  Second 
Revenue  Act  of  1940  which  suspends  the 
profit-limiting  provisions  of  the  Vinson 
Act  in  respect  of  contracts  completed 
after  the  beginning  of  the  taxpayer’s 
first  excess-profits-tax  year.  The  amend¬ 
ment  provided  that,  for  the  purposes  of 
section  401,  a  contract  shall  be  deemed 
to  be  completed  on  the  date  on  which 
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final  delivery  and  acceptance  is  made. 
Although  there  was  some  discussion  in 
conference  as  to  the  determination  un¬ 
der  section  401  of  the  date  on  which  a 
contract  is  completed,  it  is  obvious  that  a 
contract  is  not  completed  so  long  as 
some  part  of  the  work  called  for  by  the 
contract  remains  to  be  done,  even  though 
there  has  been  delivery  and  preliminary 
acceptance.  The  earliest  date  on  which 
a  contract  could  be  considered  to  be  com¬ 
pleted,  within  the  meaning  of  section  401, 
is  the  date  on  which  all  the  work  called 
for  by  the  contract  is  completed.  The 
action  of  the  Senate  and  the  Congress 
in  the  enactment  of  the  Vinson  Act  and 
of  section  401  certainly  forecloses  the 
use  of  an  earlier  date.  By  reason  of 
probable  difficulties  in  some  cases  in  de¬ 
termining  this  date,  however,  it  may  be 
that  a  later  date,  such  as  the  termina¬ 
tion  of  the  guaranty  period,  or  the  date 
of  final  acceptance  by  the  Government, 
or  perhaps  a  special  date,  must  be  fixed, 
such  as  the  date  of  final  settlement  with 
the  contractor,  in  those  cases  in  which 
he  does  not  complete  the  work.  It  would 
seem  that  a  proper  interpretation  of  the 
present  law  should  be  agreed  upon  by 
the  administrative  officials.  Unless  the 
question  is  settled  satisfactorily  by  ad¬ 
ministrative  action,  however,  a  clarify¬ 
ing  amendment  along  the  lines  of  amend¬ 
ment  No.  164,  included  in  the  adminis¬ 
trative  bill,  may  become  necessary  and 
will  be  in  order  in  the  administrative 
bill. 

I  should  add  that  with  respect  to  this 
amendment  the  Treasury  itself  did  not 
express  vital  concern.  Under  existing 
law  the  burden  largely  rests  upon  the 
heads  of  other  departments  of  the  Gov¬ 
ernment. 

Mr.  President,  if  any  Senator  has  any 
questions  to  ask,  I  shall  be  pleased  to 
answer  them  if  I  can. 

Mr.  LUCAS.  Mr.  President,  will  the 
Senator  yield  for  a  question? 

Mr.  GEORGE.  I  yield. 

Mr.  LUCAS.  I  have  attempted  to  fol¬ 
low  the  Senator  in  the  course  of  his  re¬ 
marks  on  the  bill.  In  my  section  of  the 
country  there  seems  to  be  a  considerable 
amount  of  confusion  on  the  question  of 
the  floor-stock  tax  upon  jewelry.  I  won¬ 
der  what  the  conferees  did  with  regard  to 
that  question. 

Mr.  GEORGE.  The  floor-stock  tax  on 
jewelry  was  eliminated.  The  Senate  con¬ 
ferees  receded  from  the  amendment 
offered  by  the  distinguished  Senator  from 
North  Carolina  [Mr.  Bailey]  fixing  a  15- 
percent  manufacturers’  tax  on  jewelry. 
The  House  provision  for  a  10-percent  re¬ 
tail  tax  was  restored  and  the  floor-stock 
tax  was  eliminated. 

Mr.  TYDINGS.  Mr.  President,  will  the 
Senator  yield? 

Mr.  GEORGE.  I  yield. 

Mr.  TYDINGS.  What  was  the  situa¬ 
tion  with  reference  to  the  exemption  of 
alcohol  used  in  food  and  drugs? 

Mr.  GEORGE.  Nonbeverage  alcohol? 

Mr.  TYDINGS.  Nonbeverage  alcohol. 

Mr.  GEORGE.  I  do  not  know  whether 
the  Senator  was  present  during  the  early 
part  of  my  statement. 

Mr.  TYDINGS.  I  was  not. 

Mr.  GEORGE.  I  stated  that  the  Sen¬ 
ate  conferees  as  a  whole  believed  that  the 


amendment  was  meritorious,  and 
strongly  insisted  upon  its  adoption  by 
the  conference.  The  House  conferees 
were  opposed  to  it.  The  Treasury  was 
pronounced  in  its  opposition  to  the 
amendment  because  of  greatly  increased 
administrative  difficulties  and  costs. 

I  may  say  to  the  Senator  that  I  person¬ 
ally  regretted  the  disagreement  of  the 
House  conferees  to  this  amendment  on 
nonbeverage  alcohol,  the  strategic  min¬ 
erals  amendment,  and  the  amendment 
giving  corporations  the  right  to  declare 
an  annual  capital-stock  value. 

Mr.  TYDINGS.  Mr.  President,  will 
the  Senator  yield? 

Mr.  GEORGE.  Yes;  I  shall  be  glad  to 
yield. 

Mr.  TYDINGS.  As  I  pointed  out  on 
the  floor  of  the  Senate  when  the  amend¬ 
ment  was  adopted,  on  $1,200  worth  of 
nonbeverage  alcohol  the  tax  is  $21,000 
under  the  old  law — $21,000  on  $1,200 
worth  of  alcohol.  As  the  law  now 
stands,  of  course,  the  tax  will  be  in¬ 
creased  to  about  $28,000  on  $1,200  worth 
of  nonbeverage  alcohol.  I  do  not  think 
we  need  any  enlargement  on  that  state¬ 
ment  as  to  the  merit  of  the  amendment; 
and  I  only  bring  it  up  again  in  the  hope 
that  when  the  new  tax  bill  is  introduced, 
as  I  understand  one  probably  will  be  in 
the  not-far-distant  future,  the  Senator 
will  use  his  good  offices  in  line  with  what 
has  been  said,  and  will  try  to  bring  relief 
to  an  industry  that  is  taxed  about  eight 
times  the  cost  of  the  material  it  needs. 

Mr.  GEORGE.  I  agree  with  the  Sen¬ 
ator.  In  other  countries,  so  far  as  I  have 
been  informed,  alcohol  used  for  the  pur¬ 
pose  of  preserving  foods  and  for  the  pur¬ 
pose  of  making  and  preserving  drugs  is 
treated  differently  from  beverage  alcohol. 
The  Senate  Finance  Committee  and  the 
Senate  conferees  were  strongly  of  the 
view  that  the  provisions  inserted  in  the 
amendment  itself,  which  provided  for 
a  refund  of  the  difference  between  the 
$4  rate  under  the  bill  and  the  $3  rate 
imposed  by  existing  law,  were  sufficient 
to  obviate  the  administrative  difficulties 
and  the  great  expense  which  the  Treas¬ 
ury  experts  assured  us  would  be  incurred 
if  the  amendment  remained  in  the  bill. 
By  requiring  the  taxpayer  to  pay  the  tax 
and  then  secure  relief  by  way  of  a  claim 
for  refund,  the  necessity  for  an  elaborate 
permit  procedure  to  prevent  avoidance 
of  the  tax  was,  in  our  opinion,  eliminated. 
But  the  House  conferees  refused  to  ac¬ 
cept  this  amendment. 

Mr.  McCARRAN.  Mr.  President,  I 
desire  to  address  myself  very  briefly  to 
one  item  of  the  conference  report; 
namely,  strategic  metals,  as  that  subject 
was  dealt  with  in  amendment  numbered 
54  on  page  49  of  the  bill. 

It  seems  to  me  exceedingly  unfortunate 
that  the  amendment  which  the  senior 
Senator  from  Nevada  offered,  and  which 
was  adopted  by  the  Committee  on  Fi¬ 
nance  and  by  the  Senate,  striking  out 
the  language  of  the  House  bill  with  re¬ 
gard  to  excess-profits  tax  on  strategic 
metals,  should  not  have  been  retained  in 
the  bill.  The  elimination  of  the  amend¬ 
ment  from  the  bill  sets  up  an  unhappy 
situation  in  this  country.  Today  we  are 
striving  to  encourage  the  discovery  and 
development  of  metals  and  minerals  es¬ 


sential  to  national  defense.  With  that  in 
mind,  the  1940  tax  act  carried  provisions 
for  exempting  from  excess-profits  tax 
mines  and  mining  of  seven  strategic 
metals  and  minerals;  namely,  tungsten, 
quicksilver,  manganese,  platinum,  anti¬ 
mony,  chrome,  and  tin. 

It  is  rather  interesting  to  note  what 
States  are  affected  by  the  exemption 
from  excess-profits  tax  of  the  mining  of 
these  strategic  metals.  For  the  benefit 
of  the  Senate,  let  me  say  that  the  States 
of  Arizona,  California,  Colorado,  Idaho, 
Montana,  Nevada,  New  Mexico,  Oregon,  f 
South  Dakota,  Utah,  Washington, 
Wyoming,  Alabama,  Arkansas,  Georgia,  f 
Minnesota,  North  Carolina,  Pennsyl¬ 
vania,  South  Carolina,  Tennessee,  Texas, 
and  Virginia  all  are  affected,  because  in 
the  States  named  strategic  metals  are 
found  and  mined. 

In  that  regard,  let  me  say  that  tung¬ 
sten,  one  of  the  strategic  metals,  is  found 
in  Arizona,  California,  Colorado,  Idaho, 
Montana,  Nevada,  Utah,  Washington, 
and  Wyoming. 

Quicksilver  is  found  in  California, 
Idaho,  Nevada,  Oregon,  South  Dakota, 
Arkansas,  and  Texas. 

Manganese  is  found  in  California, 
Colorado,  Idaho,  Montana,  New  Mexico,  { 
Utah,  Washington,  Alabama,  Arkansas, 
Georgia,  Minnesota,  North  Carolina, 
South  Carolina,  Tennessee,  Texas,  and 
Virginia. 

Platinum  is  found  in  California  and 
New  Mexico. 

Antimony  is  found  in  California,  Colo¬ 
rado,  Montana,  and  Washington. 

Chrome  is  found  in  California,  Oregon, 
Wyoming,  and  Pennsylvania. 

Tin  is  found  in  Montana,  New  Mexico, 
and  South  Dakota. 

I  mention  the  fact  that  these  States  are 
vitally  affected  in  leading  up  to  this 
thought:  We  are  today  trying  to  encour¬ 
age,  as  best  we  can,  the  discovery  and 
development  of  these  all-essential  metals 
in  the  United  States  because  at  the  pres¬ 
ent  time  we  are  importing  about  $20,000,- 
000  worth  or  more  of  these  metals  from 
India,  from  Russia,  from  Brazil,  from 
Cuba,  and  from  other  countries  of  the 
world.  We  have  tried  to  find  in  this  i 
country  sufficient  of  these  all-essential 
metals  to  afford  proper  relief  and  proper 
security  for  our  national  defense.  With 
that  in  mind,  it  has  been  said  by  way  of 
argument  that  the  money  paid  out  for 
these  metals  is  paid  out  by  the  Govern¬ 
ment  in  any  event,  and  therefore  is  a 
profit;  but  let  me  say  to  the  Senate  that 
there  is  no  more  hazardous  industry  in 
the  world  than  the  industry  of  mining. 
No  one  can  look  with  any  degree  of  cer¬ 
tainty  into  great  depths  in  the  earth; 
vast  sums  of  money  may  be  necessary  to 
develop  a  mine,  and  perhaps  after  the  i 
development  is  completed  the  mine  it¬ 
self  proves  nonprofitable.  Only  about 
1  mine  out  of  every  20  involving  dis-  1 
covery  of  strategic  metals  makes  good. 

So  the  hazard  of  venturing  private  in¬ 
vestment  in  mining,  especially  mining  of  j! 
strategic  metals,  is  ever-attendant,  and 
very  great. 

The  result  of  the  action  of  the  con¬ 
ferees,  I  am  afraid,  will  be  most  unfor¬ 
tunate.  In  1940  we  provided  encourage¬ 
ment  to  the  miners  of  strategic  metals; 
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and  they,  believing  we  had  established  a 
permanent  policy,  went  forward  and 
made  vast  investments.  They  not  only 
did  that,  but  prospectors  went  out  into 
the  field  and  made  discoveries  and  de¬ 
velopments,  and  having  made  such  dis¬ 
coveries  and  developments  they  thought 
there  was  a  basic  policy  on  which  they 
could  go  forward.  I  am  sorry  to  say  that 
now,  by  this  act,  we  have  destroyed  the 
encouragement  we  offered  to  the  pros¬ 
pector  and  investor,  and  today  they  do 
not  know  exactly  where  they  stand. 
Nevertheless,  the  country  is  making  con¬ 
tinuous  demands  upon  them  for  the  dis¬ 
covery  and  production  of  these  all-essen¬ 
tial  metals. 

Let  me  say  to  the  Senate,  by  way  of  ex¬ 
ample,  that  12  pounds  of  manganese  are 
required  for  the  proper  treatment  of  1 
ton  of  iron  ore  to  make  steel.  Twelve 
pounds  of  manganese  are  essential  for 
1  ton  of  steel  in  the  steel  industry.  We 
are  demanding  steel  every  day,  and  the 
treatment  of  steel  by  the  use  of  man¬ 
ganese  is  all  essential.  Manganese  is  an 
essential  strategic  metal,  listed  as  one  of 
the  seven  metals  that  would  be  exempt 
from  excess-profits  tax.  The  industry  it¬ 
self  will  suffer  a  severe  blow,  because  we 
are  importing  these  metals  from  coun¬ 
tries  in  which  peon  and  slave  labor  is 
resorted  to  for  their  production,  while,  if 
we  had  removed  the  excess-profits  tax 
from  the  industry,  we  would  have  given 
greater  employment  to  American  miners 
and  preserved  the  American  standard  of 
living. 

It  is  to  be  regretted  that  the  confer¬ 
ence  committee  did  not  see  fit  to  adopt 
this  amendment.  It  is  to  be  regretted 
that  the  Treasury  was  adamant  against 
the  amendment  which  the  Senate 
adopted.  I  take  occasion  now  to  express 
my  gratitude  to  the  able  chairman  of  the 
Committee  on  Finance  of  the  Senate, 
who  kept  his  promise  given  to  us  at  the 
time  we  adopted  the  1940  Tax  Act,  and 
to  the  Senator  from  Massachusetts  [Mr. 
Walsh]  and  the  other  conferees  on  the 
part  of  the  Senate,  all  of  whom  have 
worked  zealously  to  retain  the  Senate 
amendment.  I  regret  the  attitude  of  the 
Treasury  in  being  adamant  against  this 
amendment,  and  I  regret  exceedingly 
that  the  amendment  was  not  retained 
because  its  rejection  will  constitute  a  se¬ 
rious  blow  to  the  national  defense  if  we 
rely  on  these  strategic  metals  for  na¬ 
tional  defense,  as  we  naturally  do. 

Mr.  LA  FOLLETTE.  Mr.  President,  on 
Friday,  September  5,  when  the  tax  bill 
was  under  consideration  in  the  Senate,  I 
stated  fully  my  fundamental  objections 
to  the  pending  measure.  The  conference 
report,  in  all  its  essential  particulars,  ac¬ 
cepts  the  Senate  bill,  and,  therefore,  so 
far  as  I  am  personally  concerned,  those 
issues  having  been  threshed  out  when 
the  bill  was  under  consideration  by  the 
Senate,  I  see  no  point  in  making  any 
further  effort  of  resistance  against  the 
conference  report,  and,  so  far  as  I  am 
personally  concerned,  I  shall  not  ask  or 
insist  upon  a  roll  call,  as  I  so  informed 
the  distinguished  majority  leader  a  day 
or  two  ago. 

I  should  like  to  have  inserted  in  the 
Record  at  this  point  as  a  part  of  my  re¬ 
marks,  a  letter  which  I  have  received 


upon  the  general  theories  of  the  tax  bill 
from  Mr.  J.  G.  Luhrsen,  executive  secre¬ 
tary-treasurer  of  the  Railway  Labor 
Executives’  Association. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Railway  Labor  Executives’  Association. 

Washington,  D.  C.,  September  16,  1941. 
Hon.  Robert  M.  La  Follette, 

Senate  Office  Building, 

Washington,  D.  C. 

Dear  Sir:  This  communication  is  directed 
to  the  present  tax  bill  now  before  the  Con¬ 
gress  for  final  consideration  and  action. 

Reasonable  thinking  men — and  we  believe 
the  chief  executives,  members  of  the  Railway 
Labor  Executives’  Association,  are  composed 
of  such  men — realize  and  appreciate  that  peo¬ 
ple  cannot  all  be  of  equal  wealth  nor  pos¬ 
sessed  of  equality  so  far  as  the  development 
of  all  faculties  is  concerned;  but  that  does 
not  imply  that  there  is  a  yielding  to  rank 
discrimination.  Our  association  endorses  the 
principle  that  every  man  or  woman  claiming 
citizenship  and  being  a  part  of  this  wonderful 
Nation  should  be  made  tax  conscious  and 
contribute  even  though  ever  so  meager  to 
bring  about  the  realization  that  this  is  the 
best  country  in  the  world  in  which  to  live. 

However,  the  present  tax  bill  as  reported  for 
consideration  bears  all  earmarks  of  the  crea¬ 
tion  of  dissension  and  dissatisfaction  because 
it  ekes  with  discrimination  favoring  the 
wealthy  and  imposing  an  unjust  share  upon 
the  middle  classes. 

The  memberships  of  each  one  of  the  re¬ 
spective  organizations,  members  of  the  Rail¬ 
way  Labor  Executives’  Association,  are  con¬ 
scious  of  the  necessity  of  taxation  for  the 
preservation  of  the  Nation  and  equally  so 
are  giving  their  support  to  the  purchase  of 
national-defense  savings  bonds,  and  we  be¬ 
lieve  that  this  same  principle  holds  true  with 
labor  generally  throughout  the  Nation.  It 
becomes  necessary,  however,  to  point  out  the 
fact  that  there  is  a  realization  of  the  present 
increased  taxation  being  but  a  stepping  stone 
to  further  increased  taxation  in  future  years. 
It  is  necessary,  therefore,  to  guard  against 
steps  being  taken  now  which  enhance  further 
dissatisfaction  and  dissension,  and  whatever 
tax  legislation  may  at  this  time  be  concurred 
in  should  be  upon  a  fundamental  and  sound 
basis  upon  the  ability  to  pay  without  dis¬ 
crimination  or  favoritism. 

***** 

Now  we  come  to  the  present  tax  bill,  iden¬ 
tified  as  H.  R.  5417,  and  the  provisions  thereof 
are  again  without  argument  to  the  contrary 
discriminatory,  favoring  the  wealthy  and  de¬ 
priving  the  middle  classes  and  particularly 
those  in  the  lower  income  brackets. 

The  present  tax  bill,  H.  R.  5417,  now  before 
the  conference  committee  should,  if  the 
smaller  income  group  is  not  to  be  discrimi¬ 
nated  against,  definitely  provide  for  the  res¬ 
toration  not  only  of  the  $2,000  for  the  mar¬ 
ried  class  and  $800  for  the  single  class,  but 
it  should  restore  the  exemptions  to  $2,500  for 
married  persons  and  $1,000  for  single  persons. 

In  connection  with  this  provision  which 
might  be  the  means  of  paying  no  tax  what¬ 
soever,  there  is  the  possibility  of  providing 
for  a  minimum  amount  of  tax  so  that  few 
will  escape  from  contributing  to  the  Nation’s 
upkeep  by  taxation. 

The  viciousness  of  the  reduction  in  exemp¬ 
tions  is  exemplified  by  the  following  illus¬ 
tration:  Under  the  existing  law,  the  $2,000 
personal  exemption  results  in  a  tax  savings 
of  only  $80  (4  percent  of  $2,000)  to  a  married 
man  with  an  income  of  $2,500.  However,  to 
a  man  in  the  top  bracket,  it  results  in  a  tax 
saving  of  $1,620  (81  percent  of  $2,000).  The 
wealthy  taxpayer  having  ability  to  pay  there¬ 
by  secures  from  the  exemption  a  much 
greater  reduction  in  actual  taxes  than  those 
in  the  lower  income  brackets.  Such  inequity 
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is  unsound  and  detrimental  to  the  morale  of 
those  affected  by  this  rank  discrimination. 

The  removal  of  the  mandatory  joint  return 
provision  as  originally  contributed  by  the 
House  committee  is  a  material  backward  step 
and  the  provisions  should  be  restored  instead 
of  eliminating  the  provision  permitting  the 
wealthy  to  transfer  their  properties  to  their 
wives,  reporting  separate  incomes,  and  there¬ 
by  materially  reducing  the  surtaxes.  It  is 
the  vast  majority  of  the  lower  paid  men  who 
must  serve  the  Nation  in  both  Army  and 
Navy  defense  at  a  material  reduction  of  their 
ordinary  income.  Their  losses  will  range 
anywhere  from  $50  to  $150  or  more  per  month 
by  not  being  able  to  follow  their  vocation 
which,  therefore,  represents  a  direct  contribu¬ 
tion  on  their  part  for  the  protection  of  the 
Government. 

Not  satisfied  with  that  most  liberal  con¬ 
tribution,  the  present  tax  bill  aims  the  same 
unreasonable  and  unjust  taxation  upon  the 
lower-income  group  who  are  still  able  to  fol¬ 
low  their  vocation.  Many  examples  and  illus¬ 
trations  can  be  cited,  but  only  a  few  are 
necessary  to  prove  the  rightful  objections  on 
the  part  of  this  lower-income  group.  For 
example,  the  new  tax  bill  imposes  a  heavier 
tax  on  a  $100-a-month  wage  earner  than  a 
wealthy  man  has  to  pay  on  a  $41,000  estate 
or  gift.  A  single  man  or  woman  earning 
more  than  $14.42  a  week  will  be  compelled 
to  file  income-tax  returns,  although  this  is 
less  by  $1.57  than  the  minimum  wage  for  a 
40-hour  week  under  the  Fair  Labor  Standards 
Act.  An  unmarried  person  will  pay  a  tax  of 
$59  on  $1,500,  against  $24.20  under  the  present 
law,  and  if  the  income  reaches  $2,000  the  tax 
will  be  $117,  against  $44  under  the  present 
law  and  $110  under  the  House  bill. 

Similarly,  a  married  man  with  an  income 
of  $1,500  up  to  $5,000  has  his  taxes  raised 
three  and  one-half  or  four  times  more  than 
under  the  present  law.  The  small  percentage 
increase  on  incomes  over  $500,000  up  to 
$5,000,000  is  insignificant  when  one  considers 
the  amount  remaining  for  the  individual  as 
compared  with  the  amount  remaining  for  the 
individual  with  incomes  between  $1,500  and 
$5,000  annually. 

The  House  bill,  which  levied  a  10-percent 
tax  on  corporations  whose  profits  exceeded 
those  of  the  years  of  1936  to  1939,  inclusive, 
and  subsequently  deleted,  together  with  a 
provision  permitting  corporations  which  pay 
excess-profit  taxes  to  be  exempt  from  income 
by  computing  normal  taxes,  as  well  as  other 
changes,  are  enormous  concessions  to  the 
wealthy  individuals  and  corporations. 

When  the  joint-income-return  provision 
was  incorporated,  which  produced  more  than 
$300,000,000  in  taxes  over  and  above  what 
would  be  collected  when  permitting  single 
tax  returns,  objectors  saw  fit  to  now  pass  that 
tax  onto  the  smaller-income  group  by  devious 
and  ulterior  means. 

No  consideration  seems  to  be  given  to  the 
increased  cost  of  living  and  the  effect  it  has 
upon  those  with  smaller  Incomes,  nor  is  there 
any  evidence  that  consideration  is  given  to 
the  many  indirect  taxes,  including  sales  taxes 
in  effect  in  many  States,  from  which  there  is 
no  escape  by  the  lower-income  group.  In 
other  words,  there  is  no  possible  avenue  left 
open  for  the  lower-income  group  to  take  ad¬ 
vantage  of  the  condition  as  it  affects  them 
based  upon  their  meager  income  while  every 
possible  avenue  is  thrown  open  to  those  of 
the  larger-income  group  through  technical 
and  legal  interpretations  to  which  they  are 
able  to  and  will  resort. 

Among  the  labor  group  on  the  railroads 
but  very  few,  if  any,  will  exceed  $3,600,  but 
the  average  is  much  less  than  one-half  of  that 
amount,  and  each  and  every  one  of  these 
railroad  employees,  together  with  labor  in 
other  industries,  are  having  imposed  upon 
them  an  unjustifiable  tax  when  a  fair  and 
reasonable  comparison  is  made  with  those  of 
the  higher  incomes. 
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We  trust  that  until  these  discriminations 
and  injustices  are  eliminated  or  corrected  the 
bill  will  not  pass  until  amended  to  more 
properly  balance  the  tax  legislation  so  that 
all  will  more  equally  share  the  burden  of  the 
obligations  of  this  Government.  We  do  not 
object,  but,  to  the'  contrary,  believe  it  to  be 
the  policy  of  wisdom  if  everyone  who  earns 
his  livelihood  in  this  great  Nation  of  ours  is 
made  tax  conscious  by  compelling  some  con¬ 
tribution  toward  taxes,  and  we  also  encour¬ 
age  the  early  passage  of  a  tax  bill.  We  do, 
however,  believe  that  even  though  some  small 
delay  may  be  encountered,  it  should  not 
stand  in  the  way  of  bringing  about  a  fair 
and  just  tax  bill,  where  the  ability  to  pay 
should  be  given  greater  weight  than  as  now 
represented  in  the  pending  tax  legislation. 

The  biggest  and  best  asset  this  Nation  can 
have  must  direct  itself  to  wholehearted  unity 
upon  national  questions.  The  tax  issue  is  a 
national  question,  and  it  must  be  fair  and 
just  to  all  if  national  unity  is  to  be  en¬ 
hanced,  perpetuated,  and  safeguarded. 

Who  is  there  able  to  convince  the  one- 
third  ill-fed,  ill-clad,  and  ill-housed  that 
Madison’s  prophetic  warning  is  not  in  action 
today  when  he  declared: 

“We  are  free  today  substantially,  but  the 
day  will  come  when  our  Republic  will  be  an 
impossibility.  It  will  be  an  impossibility  be¬ 
cause  wealth  will  be  concentrated  in  the 
hands  of  a  few.  A  republic  cannot  stand 
upon  bayonets,  and  when  that  day  comes, 
when  the  wealth  of  the  Nation  will  be  in  the 
hands  of  a  few,  then  we  must  rely  upon 
wisdom  of  the  best  elements  in  the  country 
to  adjust  the  laws  of  the  Nation  to  the 
changed  conditions.” 

The  greatest  exponent  of  our  Constitution 
and  our  Union,  Daniel  Webster,  spoke  this 
principle : 

“The  freest  government,  if  it  could  exist, 
would  not  be  long  acceptable  if  the  tend¬ 
encies  of  the  law  were  to  create  a  rapid 
accumulation  of  property  in  few  hands  and 
to  render  the  great  mass  of  the  population 
dependent.  Universal  suffrage,  for  example, 
could  not  long  exist  in  a  community  where 
there  was  a  great  inequality  of  property.  In 
the  nature  of  things,  those  who  have  not 
property,  and  see  their  neighbors  possess 
much  more  than  they  think  them  to  need, 
cannot  be  favorable  to  laws  made  for  the 
protection  of  property.” 

The  conditions  predicted  are  at  hand  and 
certainly  to  further  safeguard  such  condi¬ 
tions  by  favoring  the  wealthy  and  denying 
the  poor  or  middle  class  by  imposing  unfair 
tax  burdens  cannot  and  will  not  be  a  credit 
to  this  great  Nation  of  ours. 

We  respectfully  request  your  earnest  and 
favorable  consideration  of  our  request  when 
your  voice  is  recorded. 

Yours  very  truly, 

J.  G.  Luhp.sen, 
Executive  Secretary. 

Mr.  THOMAS  of  Utah.  Mr.  President, 
I  desire  to  concur  in  all  the  Senator  from 
Nevada  [Mr.  McCarran]  and  the  Sena¬ 
tor  from  Georgia  [Mr.  George!  have  said 
in  regard  to  strategic  materials  exemp¬ 
tions. 

I  wish  to  speak  not  as  a  Senator  who 
comes  from  a  mining  State  but  as  the 
chairman  of  the  subcommittee  which 
during  the  last  4  or  5  years  has  handled 
measures  relating  to  strategic  materials. 
I  wish  to  say  as  to  the  national  policy 
that  when  the  Federal  Government  de¬ 
cides  upon  a  policy,  I  cannot  understand 
how  a  department  of  the  Government 
can  take  steps  to  try  to  defeat  the  policy. 
That  strikes  me  as  something  pretty  close 
to  anarchy. 

The  Government  has,  for  a  number  of 
years,  appropriated  money  to  discover 


new  sources  of  seven  strategic  materials, 
to  increase  their  production,  and  to  make 
us,  if  possible,  independent  of  outside 
sources  of  supply.  That  act  has  been  on 
the  statute  books  for  3  years,  and  now 
when  we  face  an  emergency  we  find  such 
things  as  silk  listed  as  a  critical  and  stra¬ 
tegic  material.  Everyone  conversant 
with  international  economics  knows  that 
within  the  last  few  years  one  country  has 
gained  control  at  least  of  the  exportation 
of  silk,  if  not  of  the  production  of  silk. 
No  effort  has  been  made  to  produce  a 
stock  pile  of  silk,  which  is  an  extremely 
essential  material.  I  am  using  that  as  an 
illustration. 

In  regard  to  strategic  materials  and  in 
regard  to  the  effect  of  taxing  that  which 
we  are  paying  to  have  brought  forth  from 
the  earth,  and  to  emphasize  again  how 
the  Government  can  be  eternally  against 
itself  by  having  some  one  department 
willfully  and  purposely  stand  out  against 
a  policy  the  Federal  Government  has 
declared  by  law,  let  me  point  out  the  fact 
that  there  is  a  division  in  the  Office  of 
Production  Management  that  is  study¬ 
ing,  with  all  its  might  and  main,  how  to 
get  materials  without  using  ship  bottoms 
because  of  the  scarcity  of  ships.  No  one 
can  conceive  of  a  more  bulky  cargo  than 
ore;  in  fact,  it  is  used  as  ballast  in  ordi¬ 
nary  times;  and  at  this  moment,  when  a 
division  of  the  Government  is  trying  to 
discover  domestic  sources  of  strategic 
materials  so  that  it  will  not  be  necessary 
to  resort  to  a  means  of  transportation  of 
which  there  is  a  scarcity,  not  only  to  take 
care  of  national-defense  needs  but  those 
of  ordinary  industrial  life,  the  Govern¬ 
ment  is  discouraging  their  discovery, 
though,  strange  to  relate,  such  materials 
from  what  in  ordinary  times  are  consid¬ 
ered  strip  mines  or  uneconomic  mines  are 
actually  being  produced  for  our  Govern¬ 
ment.  In  other  words,  the  policy  of  the 
Government  itself  has  been  proved  to  be 
effective,  and  now  one  branch  of  the 
Government  steps  in  and  tries  to  break 
down  what  has  been  declared  to  be  the 
policy  of  the  Government. 

The  opposition  to  the  Senate  amend¬ 
ment  has  come  from  just  one  source,  and 
that  source,  Mr.  President,  may  I  say,  is 
one  of  the  administrators  of  the  strategic 
materials  act.  I  cannot  help  but  repeat 
that  it  is  beyond  my  understanding  of 
what  should  constitute  good  government 
to  have  this  sort  of  thing  going  on  during 
these  perilous  times. 

Mr.  HATCH.  Mr.  President,  will  the 
Senator  yield? 

Mr.  THOMAS  of  Utah.  I  am  glad  to 
yield. 

Mr.  HATCH.  Does  the  Senator  know 
what  are  the  grounds  of  the  opposition 
of  the  particular  department  he  men¬ 
tions? 

Mr.  THOMAS  of  Utah.  As  I  under¬ 
stand,  the  opposition  is  based  on  the  fact 
that  the  provision  would  be  difficult  to 
administer  and  that  it  would  compel  the 
Treasury  to  make  distinctions,  and  they 
do  not  want  to  make  distinctions.  Mr. 
President,  the  tax  bill,  from  start  to  fin¬ 
ish,  is  a  bill  which  has  to  do  with  distinc¬ 
tions.  There  are  distinctions  as  to  the 
amount  of  income.  The  argument  is  so 
fallacious,  so  invalid,  and  so  in  keeping 
with  the  narrow  mind  of  some  adminis¬ 


trator,  that  it  cannot  be  defended  on  any 
score. 

Mr.  DAVIS.  Mr.  President,  the  tax 
bill  the  conference  report  on  which  the 
Senate  is  now  considering  reaches  down 
to  the  very  heart  of  the  economic  life  of 
our  people.  It  places  a  heavy  burden 
on  large  numbers  of  persons  who  are 
already  staggering  under  a  load  which 
they  cannot  bear  at  a  time  when  prices 
are  rising,  and  when  defense  prosperity 
has  reached  only  a  fractional  part  of 
the  population. 

As  a  member  of  the  conference  com¬ 
mittee,  I  voted  to  carry  out  the  will  of 
the  Senate.  My  vote  has  very  little  to 
do  with  my  individual  views,  and  leaves 
unsaid  much  that  I  would  say  if  I  were 
acting  in  an  individual  capacity. 

I  wish  to  urge  now,  as  in  the  past, 
that  some  definite  action  be  taken  to 
develop  an  orderly  system  of  taxation  in 
this  country,  rather  than  a  constant  re¬ 
sort  to  patchwork  measures. 

The  VICE  PRESIDENT.  The  ques¬ 
tion  is  on  agreeing  to  the  conference  re¬ 
port. 

The  repoi’t  was  agreed  to.  | 

TREATMENT  OF  ITALIANS  HELD  AT  ELLIS 
ISLAND,  N.  Y. 

Mr.  DAVIS.  Mr.  President,  I  ask 
unanimous  consent  to  place  in  the  Rec¬ 
ord.  a  statement  in  connection  with  a 
dispatch  from  Rome,  Italy,  to  the  New 
York  Times,  telling  of  the  treatment  of 
Italians  who  were  held  at  Ellis  Island. 
Mr.  Generoso  Pope,  publisher  of  II  Pro- 
gresso  Italo-Americano,  immediately  in¬ 
vestigated  the  situation  in  order  to  clarify 
the  matter  so  that  the  Italians  and  Amer¬ 
icans  of  Italian  origin  residing  in  this 
country  would  not  be  misled  by  false  for¬ 
eign  propaganda. 

After  a  thorough  investigation,  it  was 
proved  that  the  statements  were  utterly 
untrue.  Mr.  Pope  immediately  sent  a  re¬ 
porter  to  Fort  Missoula,  Mont.,  to  secure 
first-hand  information  regarding  the 
Italians  who  are  detained  there.  A  num¬ 
ber  of  articles  and  pictures  have  been 
published  in  Mr.  Pope’s  newspapers  de¬ 
picting  the  daily  routine  of  the  camp,  and 
this  has  assured  many  persons  that  their 
relatives  and  friends,  who  are  there  are 
well  cared  for. 

Mr.  Pope,  who  came  to  this  country 
when  a  small  boy,  is  ever  grateful  for  the 
opportunities  afforded  him;  and  he  has 
endeavored  through  the  columns  of  his 
newspapers  to  promote  American  ideals 
and  the  principles  of  this  democracy, 
which  he  has  cherished  very  dearly. 
Through  this  medium  he  has  rendered  a 
real  service  that  will  promote  unity  not 
only  among  his  readers  but  among  all 
people  of  this  land. 

On  Sunday,  August  17,  1941,  an  edi¬ 
torial  entitled  “For  a  Clear  Understand¬ 
ing,”  appeared  in  II  Progresso  Italo- 
Americano.  This  editorial  brings  out 
very  forcefully  the  patriotism  and  loyalty 
to  this  great  democracy  of  Americans  of 
Italian  extraction;  and  in  it  Mr.  Pops 
reiterates  his  strong  conviction  that  there 
is  no  place  for  foreign  propaganda  that 
would  confuse  and  seek  to  divide  our 
people.  I  ask  unanimous  consent  to 
have  the  editorial  which  I  have  just  called 
to  the  attention  of  the  Senate  incorpo-  ^ 
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AN  ACT 


To  provide  revenue,  and  for  other  purposes. 


Be  it  enacted  by  the  Senate  and  Uouse  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  That  this  Act, 
divided  into  titles  and  sections  according  to  the  following  Table  of 
Contents,  may  be  cited  as  the  ‘‘Revenue  Act  of  1941”  : 
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PART  XI — DEFENSE  TAX  RATES  MADE  PERMANENT  (NO  INCREASE  IN  TAX  AND  NO 

CHANGE  IN  BASIS  OF  TAX) 
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TITLE  I— INDIVIDUAL  AND  CORPORATION 
INCOME  TAXES 


SEC.  101.  SURTAX  ON  INDIVIDUALS. 

Section  12  (b)  of  the  Internal  Revenue  Code  is  amended  to  read 
as  follows : 

“(b)  Rates  of  Surtax. — There  shall  be  levied,  collected,  and  paid 
for  each  taxable  year  upon  the  surtax  net  income  of  every  individual 
the  surtax  shown  in  the  following  table : 
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“If  the  surtax  net  income  is: 

Not  over  $2,000 _ 

Over  $2,000  but  not  over  $4,000 _ 

Over  $4,000  but  not  over  $6,000 _ 

Over  $6,000  but  not  over  $8,000 _ 

Over  $8,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $12,000 _ 

Over  $12,000  but  not  over  $14,000 _ 

Over  $14,000  but  not  over  $16,000 _ 

Over  $16,000  but  not  over  $18,000 _ 

Over  $18,000  but  not  over  $20,000 _ 

Over  $20,000  but  not  over  $22,000 _ 

Over  $22,000  but  not  over  $26,000 _ 

Over  $26,000  but  not  over  $32,000 _ 

Over  $32,000  but  not  over  $38,000 _ 

Over  $3S,000  but  not  over  $44,000 _ 

Over  $44,000  but  not  over  $50,000 _ 

Over  $50,000  but  not  over  $60,000 _ 

Over  $60,000  but  not  over  $70,000 _ 

Over  $70,000  but  not  over  $80,000 _ 

Over  $80,000  but  not  over  $90,000 _ 

Over  $90,000  but  not  over  $100,000 _ 

Over  $100,000  but  not  over  $150,000 _ 

Over  $150,000  but  not  over  $200,000 _ 

Over  $200,000  but  not  over  $250,000___ 

Over  $250,000  but  not  over  $300,000 _ 

Over  $300,000  but  not  over  $400,000 _ 

Over  $400,000  but  not  over  $500,000 _ 

Over  $500,000  but  not  over  $750,000 _ 

Over  $750,000  but  not  over  $1,000,000_ 

Over  $1,000,000  but  not  over 

$2,000,000. 

Over  $2,000,000  but  not  over 

$5,000,000. 

Over  $5,000,000 _ 


The  surtax  shall  be: 

6%  of  the  surtax  net  income. 

$120,  plus  9%  of  excess  over  $2,000. 
$300,  plus  13%  of  excess  over  $4,000. 
$560,  plus  17%  of  excess  over  $6,000. 
$900,  plus  21%  of  excess  over  $8,000. 
$1,320,  plus  25%  of  excess  over  $10,000. 
$1,820,  plus  29%  of  excess  over  $12,000. 
$2,400,  plus  32%  of  excess  over  $14,000. 
$3,040,  plus  35%  of  excess  over  $16,000. 
$3,740,  plus  38%  of  excess  over  $18,000. 
$4,500,  plus  41%  of  excess  over  $20,000. 
$5,320,  plus  44%  of  excess  over  $22,000. 
$7,080,  plus  47%  of  excess  over  $26,000. 
$9,900,  plus  50%  of  excess  over  $32,000. 


$12,900,  plus 
$38,000. 

53% 

of 

excess 

over 

$16,080,  plus 
$44,000. 

55% 

of 

excess 

over 

$19,380,  plus 
$50,000. 

57% 

of 

excess 

over 

$25,080,  plus 
$60,000. 

59% 

of 

excess 

over 

$30,980,  plus 
$70.0*  X). 

61% 

of 

excess 

over 

$37,080,  plus 
$80,000. 

63% 

of 

excess 

over 

$43,3S0,  plus 
$90,000. 

64% 

of 

excess 

over 

$49,780,  plus 
$100,000. 

65% 

of 

excess 

over 

$82,280,  plus 
$150,000. 

66% 

of 

excess 

over 

$115,280,  plus 
$200,000. 

67% 

of 

excess 

over 

$148,780,  plus 
$250,000. 

69% 

of 

excess 

over 

$1S3,2S0,  plus 
$300,000. 

71% 

of 

excess 

over 

$254,280,  plus 
$400,000. 

72% 

of 

excess 

over 

$326,280.  plus 
$500,000. 

73% 

of 

excess 

over 

$508,780,  plus 
$750,000. 

74% 

of 

excess 

over 

$693,780.  plus 
$1,000,000. 

75% 

of 

excess 

over 

$1,443,780,  plus  76% 
$2,000,000. 

of 

excess 

over 

$3,723,780,  plus  77% 

of 

excess 

over 

$5,000,000.” 


SEC.  102.  OPTIONAL  TAX  ON  INDIVIDUALS  WITH  CERTAIN  GROSS 
INCOME  OF  $3,000  OR  LESS. 

(a)  Optional  Tax. — The  Internal  Revenue  Code  is  amended  by 
inserting  after  section  396  the  following  new  Supplement : 

“Supplement  T — Individuals  With  Gross  Income  From  Certain 
Sources  of  $3,000  or  Less 

“SEC.  400.  IMPOSITION  OF  TAX. 

“In  lieu  of  the  tax  imposed  under  sections  11  and  12,  an  individual 
may  elect,  for  each  taxable  year,  to  pay  the  tax  shown  in  the  following 
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table  if  bis  gross  income  for  such  taxable  year  is  $3,000  or  less  and 
consists  wholly  of  one  or  more  of  the  following:  Salary,  wages,  com¬ 
pensation  for  personal  services,  dividends,  interest,  rent,  annuities,  or 
royalties : 


The  tax  shall  be — 

“If  the  gross  income  is  over — 

But  not 
over — 

Single  person 
(not  head  of 
a  family) 

Head  of  family 
or  married 
person 

si  _ 

$750 

$0 

$0 

$750 _ 

775 

i 

0 

$775 _ 

800 

2 

0 

$800 _ 

825 

3 

0 

$825 _ 

850 

5 

0 

$850 _ 

875 

7 

0 

$875 _ 

900 

9 

0 

$900 _ 

925 

11 

0 

$925 _ 

950 

14 

0 

$950 _ 

975 

16 

0 

$975 _ 

1,  000 

18 

0 

$1,000 _ 

1,  025 

20 

0 

$1,025 _ 

1,  050 

22 

0 

$1,050 _ 

1,  075 

24 

0 

$1,075 _ 

1,  100 

26 

0 

$1,100 _ 

1,  125 

29 

0 

$1,125 _ 

1,  150 

31 

0 

$1,150 _ 

1,  175 

33 

0 

$1,175 _ 

1,  200 

35 

0 

$1,200 _ 

1,  225 

37 

0 

$1,225 _ 

1,  250 

39 

0 

$1,250 _ 

1,  275 

42 

0 

$1,275 _ 

1,  300 

44 

0 

$1,300 _ 

1,  325 

46 

0 

$1,325 _ 

1,  350 

48 

0 

$1,350 _ 

1,  375 

50 

0 

$1,375 _ 

1,  400 

52 

0 

$1,400 _ 

1,  425 

55 

0 

$1,425 _ 

1,  450 

57 

0 

$1,450 _ 

1,  475 

59 

0 

$1,475 _ 

1,  500 

61 

0 

$1,500 _ 

1,  525 

63 

1 

$1,525 _ 

1,  550 

65 

2 

$1,550 _ 

1,  575 

68 

3 

$1,575 _ 

1,  600 

70 

5 

$1,600 _ 

1,  625 

72 

6 

$1,625 _ 

1,  650 

74 

7 

$1,650 _ 

1,  675 

76 

9 

$1,675 _ 

1,  700 

78 

11 

$1,700 _ 

1,  725 

80 

13 

$1,725 _ 

1,  750 

83 

15 

$1,750 _ 

1,  775 

85 

17 

$1,775 _ 

1,800 

87 

19 

$1,800 _ 

1,  825 

89 

22 
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“If  the  gross  income  is  over — 

But  not 
over — 

The  tax 

Single  person 
(not  head  of 
a  family) 

shall  be — 

Head  of  family 
or  married 
person 

$1,825 _ 

$1,  850 

$91 

$24 

$1,850 _ 

1,  875 

93 

26 

$1,875 _ 

1,  900 

96 

28 

$1,900 _  _  „ 

1,  925 

98 

30 

$1,925 _ 

1,  950 

100 

32 

$1,950 _  _ 

1,  975 

102 

35 

$1,975 _ 

2,  000 

104 

37 

$2,000 _  _  _ 

2,  025 

106 

39 

$2,025 _ 

2,  050 

109 

41 

$2,050.  _ 

2,  075 

111 

43 

$2,075 _ 

2,  100 

113 

45 

$2,100 _ 

2,  125 

115 

48 

$2,125 _ 

2,  150 

117 

50 

$2,150 _ 

2,  175 

119 

52 

$2,175 _ 

2,  200 

122 

54 

$2,200  _ 

2,  225 

124 

56 

$2,225 _ 

2,  250 

126 

58 

$2,250 _ 

2,  275 

128 

60 

$2,275 _ 

2,  300 

130 

63 

$2,300 _ 

2,  325 

132 

65 

$2,325 _ 

2,  350 

134 

67 

$2,350 _ 

2,  375 

137 

69 

$2,375 _ 

2,  400 

139 

71 

$2,400 _ 

2,  425 

141 

73 

$2,425 _ 

2,  450 

143 

76 

$2,450 _ 

2,  475 

145 

78 

$2,475 _ 

2,  500 

147 

80 

$2,500 _ 

2,  525 

150 

82 

$2,525 _ 

2,  550 

152 

84 

$2,550 _ 

2,  575 

154 

86 

$2,575 _ 

2,  600 

156 

89 

$2,600 _  _ 

2,  625 

158 

91 

$2,625 _ 

2,  650 

160 

93 

$2,650 _ 

2,  675 

163 

95 

$2,675 _ 

2,  700 

165 

97 

$2,700 _ 

2,  725 

167 

99 

$2,725 _ 

2,  750 

169 

102 

$2,750 _ 

2,  775 

172 

104 

$2,775 _ 

2,  800 

174 

106 

$2,800 _ 

2,  825 

177 

108 

$2,825 _ 

2,  850 

180 

110 

$2,850 _ * _ 

2,  875 

183 

112 

$2,875 _ 

2,  900 

186 

114 

$2,900 _ 

2,  925 

189 

117 

$2,925 _  __ 

2,  950 

191 

119 

$2,950 _  _ 

2,  975 

194 

121 

$2,975 _  _ 

3,  000 

197 

123 
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Tn  applying  the  above  schedule  to  determine  the  tax  of  a  taxpayer 
with  one  or  more  dependents  there  shall  be  subtracted  from  his 
gross  income  $400  for  each  such  dependent. 

“SEC.  401.  RULES  FOR  APPLICATION  OF  SECTION  400. 

“For  the  purposes  of  this  Supplement — 

“(a)  Definitions — 

“(1)  ‘Married  person’  means  a  married  person  living  with 
husband  or  wife. 

“(2)  ‘Dependent’  means  a  person  (other  than  husband  or 
wife)  dependent  upon  and  receiving  his  chief  support  from  the 
taxpayer  if  such  dependent  person  is  under  eighteen  years  of  age 
or  is  incapable  of  self-support  because  mentally  or  physically  de¬ 
fective,  excluding  as  a  dependent,  in  the  case  of  a  head  of  a 
family,  one  who  Avould  be  excluded  under  section  25  (b)  (2)  (B). 

“(b)  D eterm in ati on  of  Status. — The  determination  of  whether 
a  person  is  living  with  husband  or  wife,  is  a  head  of  a  family,  or  is  a 
dependent,  shall  be  made  as  of  the  last  day  of  the  taxpayer’s  taxable 
year. 

“(c)  Separate  Return  of  Husband  and  Wife. — If  a  husband  and 
wife  living  together  file  separate  returns,  each  shall  be  treated  as  a 
single  person. 

“(d)  Married  Persons  Not  Living  With  Husband  or  Wife. — A 
married  person  not  a  head  of  a  family  and  not  living  with  husband 
or  wife  shall  be  treated  as  a  single  person. 

“SEC.  402.  MANNER  OF  ELECTION. 

“The  election  referred  to  in  section  400  shall  be  considered  to  have 
been  made  if  the  taxpayer  files  the  return  prescribed  for  this  Supple¬ 
ment  and  such  election  shall  be  irrevocable.  If  the  taxpayer  for  any 
taxable  year  has  filed  a  return  computing  his  tax  without  regard  to 
this  Supplement,  he  may  not  thereafter  elect  for  such  year  to  compute 
his  tax  under  this  Supplement. 

“SEC.  403.  CREDITS  AGAINST  TAX  NOT  ALLOWED. 

“Section  31  (relating  to  foreign  tax  credit  )  and  section  32  (relating 
to  credit  for  taxes  withheld  at  source)  shall  not  apply  with  respect 
to  the  tax  imposed  by  this  Supplement. 

“SEC.  404.  CERTAIN  TAXPAYERS  NOT  ELIGIBLE. 

“This  Supplement  shall  not  apply  to  a  nonresident  alien  individual, 
or  an  estate  or  trust.” 

(b)  Cross-references. — 

(1)  Section  11  of  the  Internal  Revenue  Code  is  amended  by  insert¬ 
ing  at  the  end  thereof  the  following:  “(For  alternative  tax  if  gross 
income  from  certain  sources  is  $3,000  or  less,  see  section  400)”. 

(2)  Section  12  of  the  Internal  Revenue  Code  is  amended  by  insert¬ 
ing  at  the  end  thereof  the  following : 

“(g)  For  alternative  tax  if  gross  income  from  certain  sources  is 
$3,000  or  less,  see  section  400.” 

(c)  Amendment  to  Section  4. — Section  4  of  the  Internal  Revenue 
Code  is  amended  by  inserting  at  the  end  thereof  the  following: 
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“(k)  Shareholders  of  Personal  Service  Corporations, — Supple¬ 
ment  S. 

“(1)  Individuals  with  gross  income  from  certain  sources  of  $3,000 
or  less, — Supplement  T.” 

SEC.  103.  CORPORATION  DEFENSE  TAX  RATES  INCORPORATED  IN 
RATE  SCHEDULES. 

(a)  Tax  on  Corporations  in  General. — Section  13  (b)  (1)  and  (2) 
of  the  Internal  Revenue  Code  are  amended  to  read  as  follows: 

“  (1)  General  rule. — A  tax  of  24  per  centum  of  the  normal-tax 
net  income;  or 

“(2)  Alternative  tax  (corporations  with  normal-tax  net 

INCOME  SLIGHTLY  MORE  THAN  $25,000). - A  tax  of  $4,250?  pills  37 

per  centum  of  the  amount  of  the  normal-tax  net  income  m  excess 
of  $25,000.” 

(b)  Tax  on  Special  Classes  of  Corporations. — Section  14  (b)  of 
the  Internal  Revenue  Code  is  amended  to  read  as  follows : 

“(b)  Corporations  With  Normal-Tax  Net  Incomes  of  Not  More 
Than  $25,000. — If  the  normal-tax  net  income  of  the  corporation  is 
not  more  than  $25,000,  and  if  the  corporation  does  not  come  within 
one  of  the  classes  specified  in  subsection  (c),  (d),  or  (e)  of  this 
section,  the  tax  shall  be  as  follows : 

“Upon  normal-tax  net  incomes  not  in  excess  of  $5,000,  15  per 
centum. 

“$750  upon  normal-tax  net  incomes  of  $5,000,  and  upon  normal- 
tax  net  incomes  in  excess  of  $5,000  and  not  in  excess  of  $20,000, 
17  per  centum  in  addition  of  such  excess. 

“$3,300  upon  normal-tax  net  incomes  of  $20,000,  and  upon  nor¬ 
mal-tax  net  incomes  in  excess  of  $20,000,  19  per  centum  in 
addition  of  such  excess.” 

(c)  Foreign  Corporations. — Section  14  (c)  of  the  Internal  Revenue 
Code  (relating  to  tax  on  resident  foreign  corporations)  is  amended 
by  striking  out  “22^  per  centum”  and  inserting  “24  per  centum”. 

(d)  Surtax  on  Corporations  Improperly  Accumulating  Sur¬ 
plus. — The  rate  schedule  of  section  102  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows : 

“27)4  per  centum  of  the  amount  of  the  undistributed  section 
102  net  income  not  in  excess  of  $100,000,  plus 

“38 y2  per  centum  of  the  undistributed  section  102  net  income  in 
excess  of  $100,000.” 

(e)  Mutual  Investment  Companies. — Section  362  (b)  of  the 
Internal  Revenue  Code  (relating  to  tax  on  mutual  investment  com¬ 
panies)  is  amended  by  striking  out  “22T1TT  per  centum”  and  inserting 
“24  per  centum”. 

SEC.  104.  SURTAX  ON  CORPORATIONS  AND  TERMINATION  OF 
DEFENSE  TAX. 

(a)  General  Rule. — Section  15  of  the  Internal  Revenue  Code 
(relating  to  defense  tax)  is  amended  to  read  as  follows : 

“SEC.  15.  SURTAX  ON  CORPORATIONS. 

“(a)  Corporation  Surtax  Net  Income. — For  the  purposes  of  this 
chapter  the  term  ‘corporation  surtax  net  income’  means  the  net 
income  minus  the  credit  for  dividends  received  provided  in  section 
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26  (b),  computed  by  limiting  such  credit  to  85  per  centum  of  the  net 
income  in  lieu  of  85  per  centum  of  the  adjusted  net  income. 

“(b)  Imposition  of  Tax. — There  shall  be  levied,  collected,  and  paid 
for  each  taxable  year  upon  the  corporation  surtax  net  income  of 
every  corporation  (except  a  corporation  subject  to  the  tax  imposed 
by  section  231  (a)  or  Supplement  Q)  a  surtax  as  follows : 

“Upon  corporation  surtax  net  incomes  not  in  excess  of  $25,000, 
6  per  centum  of  the  amount  thereof ; 

“Upon  corporation  surtax  net  incomes  in  excess  of  $25,000, 
$1,500,  plus  7  per  centum  of  the  excess  over  $25,000.” 

(b)  Surtax  on  Mutual  Investment  Companies. — Supplement  Q 
of  the  Internal  Revenue  Code  (relating  to  mutual  investment  com¬ 
panies)  is  amended  by  inserting  at  the  end  thereof  a  new  section  to 
read  as  follows : 

“SEC.  363.  SURTAX  ON  MUTUAL  INVESTMENT  COMPANIES. 

“(a)  Supplement  Q  Surtax  Net  Income. — For  the  purposes  of 
this  chapter  the  term  ‘Supplement  Q,  surtax  net  income’  means  the  net 
income,  computed  without  the  net  operating  loss  deduction  provided  in 
section  23  (s),  minus  the  dividends  paid  during  the  taxable  year 
increased  by  the  consent  dividends  credit  provided  in  section  28.  For 
the  purposes  of  this  subsection  the  amount  of  dividends  paid  shall  be 
computed  in  the  same  manner  as  provided  in  subsections  (d),  (e) ,  ( f ) . 
(g),  (h),  and  (i)  of  section  27  for  the  purpose  of  the  basic  surtax 
credit  provided  in  section  27. 

“(b)  Imposition  of  Tax. — There  shall  be  levied,  collected,  and  paid 
for  each  taxable  j-ear  upon  the  Supplement  Q  surtax  net  income  of 
every  mutual  investment  company  a  surtax  as  follows: 

“Upon  Supplement  Q  surtax  net  incomes  not  in  excess  of 
$25,000,  6  per  centum  of  the  amount  thereof; 

“Upon  Supplement  Q,  surtax  net  incomes  in  excess  of  $25,000, 
$1,500,  plus  7  per  centum  of  the  excess  over  $25,000.” 

(c)  Surtax  on  Banks. — Section  104  (b)  of  the  Internal  Revenue 
Code  (relating  to  certain  banks  and  trust  companies)  is  amended  to 
read  as  follows: 

“(b)  Rate  of  Tax. — Banks  shall  be  subject  to  tax  under  section  13 
or  section  14  (b),  and  under  section  15.” 

(cl)  Surtax  on  Resident  Foreign  Corporations. — Section  231  (b) 
of  the  Internal  Revenue  Code  (relating  to  certain  foreign  corpora¬ 
tions)  is  amended  to  read  as  follows : 

“(b)  Resident  Corporations. — A  foreign  corporation  engaged  in 
trade  or  business  within  the  United  States  or  having  an  office  or  place 
of  business  therein  shall  be  taxable  as  provided  in  section  14  (c)  (1) 
and  section  15.” 

(e)  Surtax  on  Corporations  Entitled  to  the  Benefits  of  Section 
251. — Section  251  (c)  (1)  of  the  Internal  Revenue  Code  (relating  to 
the  tax  on  corporations  entitled  to  the  benefits  of  section  251)  is 
amended  to  read  as  follows : 

“(1)  Corporation  tax. — A  domestic  corporation  entitled  to  the 
benefits  of  this  section  shall  be  subject  to  tax  under  section  13 
or  section  14  (b),  and  under  section  15.” 
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(f)  Surtax  on  China  Trade  Act  Corporations. — 

(1)  Surtax. — Section  261  (a)  of  the  Internal  Revenue  Code  (relat¬ 
ing  to  the  tax  on  China  Trade  Act  corporations)  is  amended  to  read 
as  follows: 

“(a)  Corporation  Tax. — A  corporation  organized  under  the  China 
Trade  Act,  1922  (42  Stat.  849;  U.  S.  C.,  1934  ed.,  title  15,  ch.  4), 
shall  be  subject  to  tax  under  section  13  or  section  14  (b),  and  under 
section  15.” 

(2)  Credit  of  China  Trade  Act  Corporations. — Section  262  (a) 
of  the  Internal  Revenue  Code  (relating  to  credit  against  net  income 
of  China  Trade  Act  corporations)  is  amended  by  striking  out  “sec¬ 
tions  13,  14,  and  600”  and  inserting  in  lieu  thereof  “sections  13,  14, 
15,  and  600”;  and  by  striking  out  “section  13  or  14”  wherever  occur¬ 
ring  therein  and  inserting  in  lieu  thereof  “section  13,  14,  or  15”. 

SEC.  105.  TAX  ON  NONRESIDENT  ALIEN  INDIVIDUALS. 

(a)  Tax  in  General. — Section  211  (a)  (1)  (A)  of  the  Internal 
Revenue  Code  (relating  to  tax  on  nonresident  alien  individuals  not 
engaged  in  trade  or  business  within  the  United  States  and  not  having 
an  office  or  place  of  business  therein)  is  amended  by  striking  out  “15 
per  centum”  and  inserting  in  lieu  thereof  “2714  per  centum”. 

(b)  Aggregate  Receipts  More  Than  $23,000. — Section  211  (a)  (2) 
of  the  Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(2)  Aggregate  more  than  $23,000. — The  tax  imposed  by 
paragraph  (1)  shall  not  apply  to  any  individual  if  the  aggregate 
amount  received  during  the  taxable  year  from  the  sources  therein 
specified  is  more  than  $23,000.” 

(c)  Tax  Where  Gross  Income  of  More  Than  $23,000. — Section 
211  (c)  of  the  Internal  Revenue  Code  (relating  to  tax  on  certain 
nonresident  alien  individuals)  is  amended  by  striking  out  “$24,000” 
wherever  occurring  therein  and  inserting  in  lieu  thereof  “$23,000”; 
and  by  striking  out  “15  per  centum”  and  inserting  in  lieu  thereof 
“2714  per  centum”. 

SEC.  106.  TAX  ON  FOREIGN  CORPORATIONS. 

Section  231  (a)  of  the  Internal  Revenue  Code  (relating  to  tax 
on  nonresident  foreign  corporations)  is  amended  by  striking  out  “15 
per  centum”  and  inserting  in  lieu  thereof  “271/5  per  centum”. 

SEC.  107.  WITHHOLDING  OF  TAX  AT  SOURCE. 

(a)  Sections  143  (a)  and  (b)  and  144  of  the  Internal  Revenue  Code 
are  amended  by  striking  out  “15  per  centum”  wherever  occurring 
therein  and  inserting  in  lieu  thereof  “2714  per  centum”. 

(b)  Section  143  (h)  of  the  Internal  Revenue  Code  is  repealed. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall  apply  only  with 
respect  to  the  period  beginning  with  the  tenth  day  after  the  date  of 
the  enactment  of  this  Act. 

SEC.  108.  TREATY  OBLIGATIONS. 

No  amendment  made  by  this  title  shall  apply  in  any  case  where  its 
application  would  be  contrary  to  any  treaty  obligation  of  the  United 
States. 
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SEC.  109.  REDUCTION  IN  PURSUANCE  OF  TREATIES  OF  RATES  OF 
TAX  AND  WITHHOLDING  ON  NONRESIDENT  ALIEN 
INDIVIDUALS  RESIDENT  IN,  AND  CORPORATIONS 
ORGANIZED  UNDER  LAWS  OF,  WESTERN  HEMISPHERE 
COUNTRIES. 

(a)  Section  143  (a)  (1)  (relating  to  withholding  of  tax  on  tax-free 
covenant  bonds)  ;  section  143  (b)  (relating  to  withholding  of  tax  on 
dividends,  rents,  etc.)  ;  section  144  (relating  to  payment  of  corpora¬ 
tion  income  tax  at  source)  ;  section  211  (a)  (1)  (relating  to  tax  on 
nonresident  alien  individuals) ;  and  section  231  (a)  (1)  (relating  to 
tax  on  nonresident  foreign  corporations)  of  the  Internal  Revenue 
Code  are  amended  by  striking  out  “a  contiguous  country”  and  insert¬ 
ing  in  lieu  thereof  “any  country  in  North,  Central,  or  South  America, 
or  in  the  West  Indies,  or  of  Newfoundland”. 

(b)  Section  211  (a)  (3)  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“(3)  Residents  of  certain  countries. — The  provisions  of  para¬ 
graph  (2)  shall  not  apply  to  a  resident  of  any  country  in  North, 
Central,  or  South  America,  or  in  the  West  Indies,  or  of  New¬ 
foundland,  so  long  as  there  is  in  effect  with  such  country  a  treaty 
which  provides  otherwise.” 

(c)  Section  211  (c)  (4)  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“(4)  This  subsection  shall  not  apply  to  a  resident  of  any 
country  in  North,  Central,  or  South  America,  or  in  the  West 
Indies,  or  of  Newfoundland,  so  long  as  there  is  in  effect  with 
such  country  a  treaty  which  provides  otherwise.” 

SEC.  110.  DEFENSE  TAX  RATES  ON  PERSONAL  HOLDING  COM¬ 
PANIES  AND  TRANSFERS  TO  AVOID  INCOME  TAX  INCOR¬ 
PORATED  IN  RATE  SCHEDULES. 

(a)  Personal  Holding  Companies. — Section  500  of  the  Internal 
Revenue  Code  (relating  to  tax  on  personal  holding  companies)  is 
amended  as  follows : 

( 1 )  By  striking  out  the  heading  “  ( a )  General  Rule.- — ” ; 

(2)  By  amending  the  rate  schedule  to  read  as  follows: 

“(1)  71i/2  per  centum  of  the  amount  thereof  not  in  excess  of 
$2,000;  plus 

“(2)  82)/2  per  centum  of  the  amount  thereof  in  excess  of 
$2,000.”;  and 

(3)  By  repealing  subsection  (b)  (relating  to  defense  tax  for  five 
years) . 

(b)  Transfers  To  Avoid  Income  Tax. — Section  1250  of  the  Internal 
Revenue  Code  (relating  to  tax  on  transfers  to  avoid  income  tax)  is 
amended  as  follows : 

( 1 )  By  striking  out  the  heading  “  ( a)  General  Rule. — ” ; 

(2)  By  striking  out  “25  per  centum”  and  inserting  u27y2  per 
centum”;  and 

(3)  By  repealing  subsection  (b)  (relating  to  defense  tax  for  five 
years). 
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SEC.  111.  PERSONAL  EXEMPTION. 

(a)  Section  25  (b)  (1)  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“(1)  Personal  exemption. — In  the  case  of  a  single  person  or  a 
married  person  not  living  with  husband  or  wife,  a  personal 
exemption  of  $750;  or  in  the  case  of  the  head  of  a  family  or  a 
married  person  living  with  husband  or  wife,  a  personal  exemp¬ 
tion  of  $1,500.  A  husband  and  wife  living  together  shall  receive 
but  one  personal  exemption.  The  amount  of  such  personal 
exemption  shall  be  $1,500.  If  such  husband  and  wife  make 
separate  returns,  the  personal  exemption  may  be  taken  by  either 
or  divided  between  them,  except  that  if  one  spouse  makes  a  return 
under  Supplement  T,  the  personal  exemption  of  the  other  spouse 
shall  be  $750.” 

(b)  Section  214  of  the  Internal  Revenue  Code  (relating  to  personal 
exemption  of  nonresident  alien  individuals)  is  amended  by  striking 
out  “$800”  and  inserting  in  lieu  thereof  “$750”. 

(c)  Section  251  (f)  of  the  Internal  Revenue  Code  (relating  to 
personal  exemption  of  citizens  entitled  to  benefits  of  section  251)  is 
amended  by  striking  out  “$800”  and  inserting  in  lieu  thereof  “$750”. 

SEC.  112.  RETURNS  OF  INCOME  TAX. 

(a)  Individual  Returns. — Section  51  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows : 

“(a)  Requirement. — The  following  individuals  shall  each  make 
under  oath  a  return  stating  specifically  the  items  of  his  gross  income 
and  the  deductions  and  credits  allowed  under  this  chapter  and  such 
other  information  for  the  purpose  of  carrying  out  the  provisions  of 
this  chapter  as  the  Commissioner  with  the  approval  of  the  Secretary 
may  by  regulations  prescribe — 

“(1)  Every  individual  who  is  single  or  who  is  married  but  not 
living  with  husband  or  wife,  if  having  a  gross  income  for  the 
taxable  year  of  $750  or  over. 

“(2)  Every  individual  who  is  married  and  living  with  husband 
or  wife,  if  no  joint  return  is  made  under  subsection  (b)  and  if — 
“(A)  Such  individual  has  for  the  taxable  year  a  gross 
income  of  $1,500  or  over,  and  the  other  spouse  has  no  gross 
income;  or 

“(B)  Such  individual  and  his  spouse  each  has  for  the 
taxable  year  a  gross  income  and  the  aggregate  gross  income 
is  $1,500  or  over.” 

(b)  Fiduciary  Returns. — Section  142  (a)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows: 

“(a)  Requirement  of  Return. — Every  fiduciary  (except  a  receiver 
appointed  by  authority  of  law  in  possession  of  part  only  of  the  prop¬ 
erty  of  an  individual)  shall  make  under  oath  a  return  for  any  of  the 
following  individuals,  estates,  or  trusts  for  which  he  acts,  stating 
specifically  the  items  of  gross  income  thereof  and  the  deductions  and 
credits  allowed  under  this  chapter  and  such  other  information  for  the 
purpose  of  carrying  out  the  provisions  of  this  chapter  as  the  Com- 
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missioner  with  the  approval  of  the  Secretary  may  by  regulations 
prescribe — 

“(1)  Every  individual  having  a  gross  income  for  the  taxable 
year  of  $750  or  over,  if  single,  or  if  married  and  not  living  with 
husband  or  wife; 

“(2)  Every  individual  having  a  gross  income  for  the  taxable 
year  of  $1,500  or  over,  if  married  and  living  with  husband  or 
wife ; 

“(3)  Every  estate  the  gross  income  of  which  for  the  taxable 
year  is  $750  or  over; 

“(4)  Every  trust  the  net  income  of  which  for  the  taxable  year 
is  $100  or  over,  or  the  gross  income  of  which  for  the  taxable  year 
is  $750  or  over,  regardless  of  the  amount  of  the  net  income;  and 

“(5)  Every  estate  or  trust  of  which  any  beneficiary  is  a  non¬ 
resident  alien.” 

(c)  Information  Returns. — Section  147  (a)  of  the  Internal  Rev¬ 
enue  Code  (relating  to  information  at  the  source)  is  amended  by 
striking  out  “$800”  wherever  occurring  therein  and  inserting  in  lieu 
thereof  “$750”. 

SEC.  113.  CREDIT  FOR  DEPENDENTS. 

Section  25  (b)  (2)  of  the  Internal  Revenue  Code  (relating  to  credit 
for  dependents)  is  amended  to  read  as  follows : 

“(2)  Credit  for  dependents. — 

“(A)  Allowance  in  General. — $400  for  each  person  (other 
than  husband  or  wife)  dependent  upon  and  receiving  his 
chief  support  from  the  taxpayer  if  such  dependent  person  is 
under  eighteen  years  of  age  or  is  incapable  of  self-support 
because  mentally  or  physically  defective. 

“(B)  Exception  for  Certain  Heads  of  Families. — If  the 
taxpayer  would  not  occupy  the  status  of  head  of  a  family 
except  by  reason  of  there  being  one  or  more  dependents  for 
whom  lie  would  be  entitled  to  credit  under  subparagraph 
(A),  the  credit  under  such  subparagraph  shall  be  disallowed 
with  respect  to  one  of  such  dependents.” 

SEC.  114.  NONINTEREST-BEARING  OBLIGATIONS  ISSUED  AT  DIS¬ 
COUNT. 

Section  42  of  the  Internal  Revenue  Code  (relating  to  period  in 
which  items  of  gross  income  are  included)  is  amended  by  inserting 
before  the  first  sentence  thereof  “(a)  General  Rule. — ”,  and  by 
inserting  at  the  end  of  such  section  a  new  subsection  to  read  as 
follows : 

“(b)  Noninterest-bearing  Obligations  Issued  at  Discount. — If, 
in  the  case  of  a  taxpayer  owning  any  noninterest-bearing  obligation 
issued  at  a  discount  and  redeemable  for  fixed  amounts  increasing  at 
stated  intervals,  the  increase  in  the  redemption  price  of  such  obliga¬ 
tion  occurring  in  the  taxable  year  does  not  (under  the  method  of 
accounting  used  in  computing  his  net  income)  constitute  income  to 
him  in  such  year,  such  taxpayer  may,  at  his  election  made  in  his 
return  for  any  taxable  year  beginning  after  December  31,  1940,  treat 
such  increase  as  income  received  in  such  taxable  year.  If  any  such 
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election  is  made  with  respect  to  any  such  obligation,  it  shall  apply 
also  to  all  such  obligations  owned  by  the  taxpayer  at  the  beginning 
of  the  first  taxable  year  to  which  it  applies  and  to  all  such  obligations 
thereafter  acquired  by  him  and  shall  be  binding  for  all  subsequent 
taxable  years,  unless  upon  application  by  the  taxpayer  the  Commis¬ 
sioner  permits  him,  subject  to  such  conditions  as  the  Commissioner 
deems  necessary,  to  change  to  a  different  method.  In  the  case  of  any 
such  obligations  owned  by  the  taxpayer  at  the  beginning  of  the  first 
taxable  year  to  which  his  election  applies,  the  increase  in  the  redemp¬ 
tion  price  of  such  obligations  occurring  between  the  date  of  acquisi¬ 
tion  and  the  first  day  of  such  taxable  year  shall  also  be  treated  as 
income  received  in  such  taxable  year.” 

SEC.  115.  SHORT-TERM  OBLIGATIONS  ISSUED  ON  A  DISCOUNT 
BASIS. 

(a)  Discount  Accrued  at  Maturity. — Section  42  of  the  Internal 
Revenue  Code  (relating  to  period  in  which  items  of  gross  income  are 
included)  is  amended  by  inserting  at  the  end  thereof  the  following 
new  subsection : 

“(c)  Short-Term  Obligations  Issued  on  Discount  Basis. — In  the 
case  of  any  obligation  of  the  United  States  or  any  of  its  possessions, 
or  of  a  State  or  Territory,  or  any  political  subdivision  thereof,  or 
of  the  District  of  Columbia,  issued  on  or  after  March  1,  1941,  on  a 
discount  basis  and  payable  without  interest  at  a  fixed  maturity  date 
not  exceeding  one  year  from  the  date  of  issue,  the  amount  of  discount 
at  which  such  obligation  is  originally  sold  shall  not  be  considered 
to  accrue  until  the  date  on  which  such  obligation  is  paid  at  maturity, 
sold,  or  otherwise  disposed  of.” 

(b)  Capital  Gain  Rule  Not  Applicable. — Section  117  (a)  (1)  of 
the  Internal  Revenue  Code  (relating  to  definition  of  capital  assets) 
is  amended  by  striking  out  the  semicolon  at  the  end  thereof  and 
inserting  in  lieu  thereof  the  following:  “,  or  an  obligation  of  the 
United  States  or  any  of  its  possessions,  or  of  a  State  or  Territory, 
or  any  political  subdivision  thereof,  or  of  the  District  of  Columbia, 
issued  on  or  after  March  1,  1941,  on  a  discount  basis  and  payable 
without  interest  at  a  fixed  maturity  date  not  exceeding  one  year  from 
the  date  of  issue;”. 

(c)  Effective  Date  of  Amendments. — The  amendments  made  by 
this  section  shall  be  applicable  with  respect  to  taxable  years  ending 
after  February  28,  1941. 

SEC.  116.  INFORMATION  RETURNS  WITH  RESPECT  TO  FEDERAL 
OBLIGATIONS. 

(a)  Section  147  (d)  of  the  Internal  Revenue  Code  (exempting 
interest  on  obligations  of  the  United  States  from  information  require¬ 
ment)  is  repealed. 

(b)  Section  147  (b)  of  the  Internal  Revenue  Code  is  amended  by 
striking  out  “and  (2)”  and  inserting  in  lieu  thereof  “(2)  in  the  case 
of  payments  of  interest  upon  obligations  of  the  United  States  or  any 
agency  or  instrumentality  thereof,  and  (3)”. 

(c)  Subsections  (a)  and  (b)  of  this  section  shall  take  effect  upon 
the  day  after  the  date  of  the  enactment  of  this  Act. 
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SEC.  117.  EXTENSION  OF  TIME  OF  ORDERS  OF  SECURITIES  AND 
EXCHANGE  COMMISSION. 

(a)  Extension. — Section  373  (a)  of  the  Internal  Revenue  Code 
(relating  to  the  definition  of  orders  of  the  Securities  and  Exchange 
Commission  with  respect  to  which  Supplement  R  applies)  is  amended 
to  read  as  follows: 

“(a)  The  term  ‘order  of  the  Securities  and  Exchange  Commission’ 
means  an  order  (1)  issued  after  May  28,  1938,  and  prior  to  January 
1,  1943,  by  the  Securities  and  Exchange  Commission  to  effectuate 
the  provisions  of  section  11  (b)  of  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935  (49  Stat.  820;  U.  S.  C.,  Supp.  V,  title  15,  section 
79k  (b)),  or  (2)  issued  by  the  Commission  subsequent  to  December 
31,  1942,  in  which  it  is  expressly  stated  that  an  order  of  the  character 
specified  in  clause  (1)  is  amended  or  supplemented,  and  (3)  which 
has  become  final  in  accordance  with  law.” 

(b)  Effective  Date  of  Amendment. — The  amendment  made  by 
this  section  shall  be  applicable  only  with  respect  to  taxable  years 
beginning  after  December  31,  1939. 

SEC.  118.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  APPLICABLE. 

The  amendments  made  by  this  title  (except  sections  107,  115,  116, 
and  117)  shall  be  applicable  only  with  respect  to  taxable  years  begin¬ 
ning  after  December  31,  1940. 

TITLE  II— EXCESS  PROFITS  TAX 


SEC.  201.  EXCESS  PROFITS  TAX  RATES  AND  CREDITS. 


(a)  Rates. — Section  710  (a)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows: 

“(a)  Imposition. — 

“  ( 1)  General  rule. — There  shall  be  levied,  collected,  and  paid, 
for  each  taxable  year,  on  the  adjusted  excess  profits  net  income, 
as  defined  in  subsection  (b),  of  every  corporation  (except  a  cor¬ 
poration  exempt  under  section  727)  the  tax  shown  in  the  following 
table : 


“If  the  adjusted  excess  profits  net 
income  is: 

Not  over  $20,000 _ 

Over  $20,000,  but  not  over  $50,000 _ 

Over  $50,000,  but  not  over  $100,000 _ 

Over  $100,000,  but  not  over  $250,000__ 

Over  $250,000,  but  not  over  $500,000 _ 

Over  $500,000 _ 


The  tax  shall  be: 

35%  of  the  adjusted  excess  profits  net 
income. 

$7,000,  plus  40%  of  excess  over  $20,000. 

$19,000,  plus  45%  of  excess  over 

$50,000. 

$41,500,  plus  50%  of  excess  over 

$100,000. 

$116,500,  plus  55%  of  excess  over 

$250,000. 

$254,000,  plus  60%  of  excess  over 

$500,000. 


“(2)  Application  of  rates  in  case  of  certain  exchanges. — 
If  the  taxpayer’s  highest  bracket  amount  for  the  taxable  year 
computed  under  section  752  (relating  to  certain  exchanges)  is  less 
than  $500,000,  then  in  the  application  of  the  table  in  paragraph 
(1)  of  this  subsection  to  such  taxpayer,  in  lieu  of  each  amount, 
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other  than  the  percentages,  specified  in  such  table,  there  shall  be 
substituted  an  amount  which  bears  the  same  ratio  to  the  amount 
so  specified  as  the  highest  bracket  amount  so  computed  bears  to 
$500,000.” 

(b)  Excess  Profits  Credit — Based  on  Invested  Capital. — Section 
714  of  the  Internal  Revenue  Code,  as  amended,  is  amended  to  read  as 
follows : 

“SEC.  714.  EXCESS  PROFITS  CREDIT— BASED  ON  INVESTED  CAPITAL. 

“The  excess  profits  credit,  for  any  taxable  year,  computed  under 
this  section,  shall  be  the  amount  shown  in  the  following  table : 

“If  the  invested  capital  for  the  taxable  The  credit  shall  be : 
year,  determined  under  section  715, 


is: 

Not  over  $5,000,000 -  8%  of  the  invested  capital. 

Over  $5,000,000 _  $400,000,  plus  7%  of  the  excess  over 

$5,000,000.” 


SEC.  202.  DEDUCTION  OF  EXCESS-PROFITS  TAX. 

(a)  Amendment  of  Section  23  (c). — Section  23  (c)  of  the  Internal 
Revenue  Code  (relating  to  the  deduction  of  taxes  in  computing  net 
income)  is  amended  to  read  as  follows : 

“(c)  Taxes  Generally. — 

“(1)  Allowance  in  general. — Taxes  paid  or  accrued  within 
the  taxable  year,  except — 

“(A)  Federal  income  taxes; 

“(B)  war-profits  and  excess-profits  taxes  imposed  by  Title 
II  of  the  Revenue  Act  of  1917,  Title  III  of  the  Revenue 
Act  of  1918,  Title  III  of  the  Revenue  Act  of  1921,  section  216 
of  the  National  Industrial  Recovery  Act,  or  section  702  of 
the  Revenue  Act  of  1934,  or  by  any  such  provisions  as 
amended  or  supplemented ; 

“(C)  income,  war-profits,  and  excess-profits  taxes  imposed 
by  the  authority  of  any  foreign  country  or  possession  of  the 
United  States;  but  this  deduction  shall  be  allowed  in  the 
case  of  a  taxpayer  who  does  not  signify  in  his  return  his 
desire  to  have  to  any  extent  the  benefits  of  section  131 
(relating  to  credit  for  taxes  of  foreign  countries  and  posses¬ 
sions  of  the  United  States)  ; 

“  (D)  estate,  inheritance,  legacy,  succession,  and  gift  taxes ; 

and 

“(E)  taxes  assessed  against  local  benefits  of  a  kind  tending 
to  increase  the  value  of  the  property  assessed ;  but  this  para¬ 
graph  shall  not  exclude  the  allowance  as  a  deduction  of  so 
much  of  such  taxes  as  is  properly  allocable  to  maintenance 
or  interest  charges. 

“(2)  Excess-profits  tax  under  chapter  2e — special  rules. — 
For  the  purposes  of  this  subsection,  in  the  case  of  the  excess- 
profits  tax  imposed  by  Subchapter  E  of  Chapter  2 — 

“(A)  The  deduction  shall  he  limited  to  the  tax  imposed 
for  the  taxable  year,  but  any  portion  of  such  tax  paid  after 
the  taxable  year  shall  be  considered  as  having  been  paid 
within  the  taxable  year ; 
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“(B)  No  reduction  in  such  tax  shall  be  made  by  reason 
of  the  credit  for  income,  war-profits,  or  excess-profits  taxes 
paid  to  any  foreign  country  or  possession  of  the  United 
States ; 

“(C)  Such  tax  shall  be  computed  without  regard  to  the 
adjustments  provided  in  section  734;  and 

“(D)  Such  tax,  in  the  case  of  a  consolidated  return  under 
section  730,  shall  be  allocated  to  the  members  of  the  affiliated 
group  under  regulations  prescribed  by  the  Commissioner, 
with  the  approval  of  the  Secretary.” 

(b)  Amendment  of  Section  102  (d). — Section  102  (d)  (1)  (A) 
of  the  Internal  Revenue  Code  (relating  to  the  deduction  of  taxes  in 
computing  section  102  net  income)  is  amended  to  read  as  follows: 

“(A)  Taxes. — Federal  income,  war-profits,  and  excess- 
profits  taxes  (other  than  the  tax  imposed  by  Subchapter  E 
of  Chapter  2  for  a  taxable  year  beginning  after  December 
31,  1940)  paid  or  accrued  during  the  taxable  year,  to  the 
extent  not  allowed  as  a  deduction  by  section  23,  but  not 
including  the  tax  imposed  by  this  section  or  a  corresponding 
section  of  a  prior  income-tax  law.” 

(c)  Computation  of  Excess-Profits  Net  Income. — 

(1)  Taxable  TEARS  BEGINNING  AFTER  DECEMBER  31,  19  40.—- 

(A)  Section  711  (a)  (1)  (A)  (relating  to  adjustment  for 
income  taxes  in  computing  excess-profits  net  income  under 
income  credit)  is  amended  to  read  as  follows : 

“(A)  Income  Taxes. — In  computing  such  normal-tax  net 
income  the  deduction  for  the  tax  imposed  by  this  subchapter 
shall  not  be  allowed;”. 

(B)  Section  711  (a)  (2)  (C)  (relating  to  adjustment  for 
income  taxes  in  computing  excess-profits  net  income  under 
invested  capital  credit)  is  amended  to  read  as  follows : 

“(C)  Income  Taxes. — In  computing  such  normal-tax  net 
income  the  deduction  for  the  tax  imposed  by  this  subchapter 
shall  not  be  allowed;”. 

(2)  Taxable  tears  in  the  base  period. — Section  711  (b)  (1) 
(A)  (relating  to  adjustment  for  income  taxes  for  taxable  years 
in  the  base  period)  is  repealed. 

(d)  Computation  of  Charitable,  Etc.,  Deductions. — 

(1)  Section  711  (a)  (1)  of  the  Internal  Revenue  Code  is 
amended  by  inserting  at  the  end  thereof  the  following  new 
subparagraph : 

“(G)  Computation  of  Charitable,  Etc.,  Deductions. — In 
determining  any  deduction  the  amount  of  which  is  limited 
to  a  percentage  of  the  taxpayer’s  net  income  (or  net  income 
from  the  property) ,  such  net  income  (or  net  income  from  the 
property)  shall  be  computed  without  regard  to  the  deduction 
on  account  of  the  tax  imposed  by  this  subchapter.” 

(2)  Section  711  (a)  (2)  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new  sub- 
paragraph  : 

“(I)  Computation  of  Charitable,  Etc.,  Deductions. — In 
determining  any  deduction  the  amount  of  which  is  limited 
to  a  percentage  of  the  taxpayer’s  net  income  (or  net  income 
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from  the  property),  such  net  income  (or  net  income  from 
the  property)  shall  be  computed  without  regard  to  the  deduc¬ 
tion  on  account  of  the  tax  imposed  by  this  subchapter.” 

(e)  Excess-Profits  Credit  Carry-Over. — Section  710  (c)  (1) 

(defining  the  unused  excess-profits  credit)  is  amended  by  adding  at 
the  end  thereof  a  new  sentence  to  read  as  follows:  “For  such  purpose 
the  excess-profits  credit  and  the  excess-profits  net  income  for  any 
taxable  year  beginning  in  1940  shall  be  computed  under  the  law 
applicable  to  taxable  years  beginning  in  1941.”. 

(f)  Equity  Invested  Capital. — Section  718  (c)  (3)  (relating  to 
the  computation  of  earnings  and  profits  for  invested  capital  purposes) 
is  amended  by  adding  after  the  word  “subchapter”  the  words  “or 
chapter  1”. 

(g)  Adjustment  of  Abnormal  Base  Period  Net  Income. — Section 
722  (c)  (placing  a  limit  on  the  amount  of  relief  afforded  under  sec¬ 
tion  722)  is  amended  by  adding  at  the  end  thereof  a  new  sentence 
to  read  as  follows:  “For  the  purposes  of  this  subsection  and  subsec¬ 
tion  (d)  the  taxpayer’s  normal-tax  net  income  shall  be  computed 
without  deduction  of  the  tax  imposed  by  this  subchapter.”. 

(h)  Nondeductibility  of  Excess  Profits  Tax  in  Computation  of 
Declared  Value  Excess  Profits  Tax. — Section  602  of  the  Internal 
Revenue  Code  is  amended  by  striking  out  “computed  without  the 
deduction  of  the  tax  imposed  by  section  600”  and  inserting  in  lieu 
thereof  “computed  without  the  deduction  of  the  tax  imposed  by  sec¬ 
tion  600  or  the  tax  imposed  by  Subchapter  E  of  Chapter  2”. 

(i)  Adjusted  Declared  Value. — 

(1)  Section  1202  (b)  (1)  (C)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(C)  its  net  income,  computed  without  the  deduction  of 
the  tax  imposed  by  Subchapter  E  of  Chapter  2,”. 

(2)  Section  1202  (b)  (1)  (iii)  is  amended  to  read  as  follows: 

“(iii)  the  excess  of  the  deductions  allowable  for 
income  tax  purposes  (not  including  the  deduction  for 
the  tax  imposed  by  Subchapter  E  of  Chapter  2)  over  its 
gross  income.” 

SEC.  203.  NEW  CAPITAL. 

Section  718  (a)  of  the  Internal  Revenue  Code  is  amended  by  strik¬ 
ing  out  “and”  at  the  end  of  paragraph  (4)  ;  by  striking  out  the 
period  at  the  end  of  paragraph  (5)  and  inserting  in  lieu  thereof  a 
semicolon  and  the  word  “and”,  and  by  inserting  at  the  end  thereof 
the  following : 

“(6)  New  capital. — An  amount  equal  to  25  per  centum  of  the 
new  capital  for  such  day.  The  term  ‘new  capital’  for  any  day 
means  so  much  of  the  amounts  of  money  or  property  includible 
for  such  day  under  paragraphs  (1)  and  (2)  as  was  previously 
paid  in  during  a  taxable  year  beginning  after  December  31,  1940, 
and  so  much  of  the  distributions  in  stock  includible  for  such  day 
under  paragraph  (3)  as  was  previously  made  during  a  taxable 
year  beginning  after  December  31,  1940,  subject  to  the  following 
limitations : 

“(A)  There  shall  not  be  included  money  or  property  paid 
in  by  a  corporation  in  an  exchange  to  which  section  112  (b) 
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(3),  (4),  or  (5),  or  so  much  of  section  112  (c),  (d),  or  (e) 
as  refers  to  section  112  (b)  (3),  (4),  or  (5)  is  applicable 
(or  would  be  applicable  except  for  section  371  (g) ) ,  or  would 
have  been  applicable  if  the  term  ‘control’  had  been  defined 
in  section  112  (h)  to  mean  the  ownership  of  stock  possessing 
more  than  50  per  centum  of  the  total  combined  voting  power 
of  all  classes  of  stock  entitled  to  vote  or  more  than  50  per 
centum  of  the  total  value  of  shares  of  all  classes  of  stock. 

“(B)  There  shall  not  be  included  money  or  property  paid 
in  to  the  taxpayer  by  a  transferor  corporation  if  immediately 
after  such  transaction  the  transferor  and  the  taxpayer  are 
members  of  the  same  controlled  group.  As  used  in  this  sub- 
paragraph  and  subparagraph  (C),  a  controlled  group  means 
one  or  more  chains  of  corporations  connected  through  stock 
ownership  with  a  common  parent  corporation  if  (i)  more 
than  50  per  centum  of  the  total  combined  voting  power  of  all 
classes  of  stock  entitled  to  vote,  or  more  than  50  per  centum 
of  the  total  value  of  shares  of  all  classes  of  stock,  of  each  of  ( 
the  corporations  (except  the  common  parent  corporation)  is 
owned  directly  by  one  or  more  of  the  other  corporations,  and 
(ii)  the  common  parent  corporation  owns  directly  more  than 
50  per  centum  of  the  total  combined  voting  power  of  all 
classes  of  stock  entitled  to  vote,  or  more  than  50  per  centum 
of  the  total  value  of  shares  of  all  classes  of  stock,  of  at  least 
one  of  the  other  corporations. 

“(C)  There  shall  not  be  included  a  distribution  in  stock 
described  in  paragraph  (3)  made  to  another  corporation,  if 
immediately  after  the  distribution  the  taxpayer  and  the 
distributee  are  members  of  the  same  controlled  group. 

“(D)  Increase  in  Inadmissible  Assets. — The  new  capital 
for  any  day  of  the  taxable  year,  computed  without  the  appli¬ 
cation  of  subparagraph  (E),  shall  be  reduced  by  the  excess, 
if  any,  of  the  amount  computed  under  section  720  (b)  with 
respect  to  inadmissible  assets  held  on  such-  day,  over  the 
amount  computed  under  section  720  (b)  with  respect  to 
inadmissible  assets  held  on  the  first  day  of  the  taxpayer’s  first 
taxable  year  beginning  after  December  31,  1940.  For  the  , 
purposes  of  this  subparagraph,  in  determining  whether  ' 
obligations  which  are  described  in  section  22  (b)  (4)  any  part 
of  the  interest  from  which  is  excludible  from  gross  income 
or  allowable  as  a  credit  against  net  income  are  to  be  treated 
as  admissible  or  inadmissible  assets,  such  obligations  shall 
be  treated  in  the  same  manner  as  they  are  treated  for  the 
taxable  year  for  which  tax  under  this  subchapter  is  being 
computed. 

“(E)  Maximum  New  Capital  Allowable. — The  new  capital 
for.  any  day  of  the  taxable  year  shall  not  be  more  than  the 
amount,  if  any,  by  which — 

“(i)  the  sum  of  the  equity  invested  capital  (computed 
without  regard  to  this  paragraph)  and  the  borrowed 
capital  (as  defined  in  section  719  (a))  of  the  taxpayer 
as  of  such  day,  reduced  by  the  amount  of  money  or  prop- 
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erty  paid  in  which  is  excluded  by  reason  of  the  limita¬ 
tion  of  subparagraph  (A)  or  (B)  of  this  paragraph, 
exceeds 

“(ii)  the  sum  of  such  equity  invested  capital  and  bor¬ 
rowed  capital  as  of  the  beginning  of  the  first  day  of 
such  taxpayer’s  first  taxable  year  beginning  after  Decem¬ 
ber  31,  1940,  reduced  by  the  amount,  if  any,  by  which 
the  accumulated  earnings  and  profits  as  of  such  first  day 
of  such  first  taxable  year  exceed  the  accumulated  earn¬ 
ings  and  profits  (computed  without  regard  to  distribu¬ 
tions  made  in  taxable  years  beginning  after  December 
31,  1940)  as  of  the  beginning  of  the  first  day  of  the 
taxable  year  for  which  the  tax  under  this  subchapter  is 
being  computed. 

“(F)  Reduction  on  Account  of  Distributions  Out  of  Pre- 
1941  Accumulated  Earnings  and  Profits. — The  new  capital 
for  any  day  of  the  taxable  year,  computed  without  the  appli¬ 
cation  of  subparagraph  (E),  shall  be  reduced  by  the  amount 
which,  after  the  beginning  of  the  first  taxable  year  which 
begins  after  December  31,  1940,  has  been  distributed  out  of 
earnings  and  profits  accumulated  prior  to  the  beginning  of 
such  first  taxable  year.” 

SEC.  204.  CORPORATIONS  ENGAGED  IN  MINING  STRATEGIC  METALS. 

Section  731  of  the  Internal  Revenue  Code  (exempting  from  excess- 
profits  tax  income  derived  from  mining  certain  metals)  shall  not  apply 
with  respect  to  any  taxable  year  beginning  after  December  31,  1940. 

SEC.  205.  TAXABLE  YEARS  TO  WHICH  AMENDMENTS  APPLICABLE. 

The  amendments  made  by  this  title  shall  be  applicable  only  with 
respect  to  taxable  years  beginning  after  December  31,  1940. 

TITLE  III— CAPITAL  STOCK  TAX  AND  DECLARED 
VALUE  EXCESS-PROFITS  TAX 

SEC.  301.  CAPITAL  STOCK  TAX. 

(a)  Increase  in  Rate  of  Tax. — Section  1200  (a)  and  (b)  of  the 
Internal  Revenue  Code  (relating  to  rate  of  capital  stock  tax)  is 
amended  by  striking  out  “$1”  and  inserting  in  lieu  thereof  “$1.25”. 

(b)  Defense  Tax  Rate. — Section  1200  (c)  of  the  Internal  Revenue 
Code  is  repealed. 

(c)  Returns  for  1941. — Section  1203  (b)  (2)  of  the  Internal 
Revenue  Code  (relating  to  extensions  of  time  for  filing  capital-stock 
tax  returns)  is  amended  by  inserting  at  the  end  thereof  the  following: 
“With  respect  to  the  year  ending  June  30,  1941,  the  extension  may  be 
for  not  more  than  ninety  days.”. 

(d)  Effective  Date. — This  section  shall  be  effective  only  with 
respect  to  the  year  ending  June  30,  1941,  and  succeeding  years. 
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SEC.  302.  DECLARED  VALUE  EXCESS  PROFITS  TAX— DEFENSE  TAX 
RATES  INCORPORATED  IN  RATE  SCHEDULE. 

(a)  Rates. — Section  GOO  of  the  Internal  Revenue  Code  (relating  to 
rate  of  declared  value  excess  profits  tax)  is  amended  as  follows : 

(1)  By  striking  out  the  heading  “(a)  General  Rule. — 

(2)  By  amending  the  rate  schedule  to  read  as  follows : 

“6t6o  per  centum  of  such  portion  of  its  net  income  for  such 
income-tax  taxable  year  as  is  in  excess  of  10  per  centum  and 
not  in  excess  of  15  per  centum  of  the  adjusted  declared  value; 

“13T2„  per  centum  of  such  portion  of  its  net  income  for  such 
income-tax  taxable  year  as  is  in  excess  of  15  per  centum  of 
the  adjusted  declared  value.”;  and 

(3)  By  repealing  subsection  (b)  (relating  to  defense  tax  for 
five  years). 

(b)  Effective  Date. — This  section  shall  be  effective  only  with 
respect  to  income-tax  taxable  years  ending  after  June  30,  1941. 

TITLE  IV— ESTATE  AND  GIFT  TAXES 


SEC.  401.  ESTATE  TAX  RATES. 


(a)  Rates. — Section  935  (b)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows  : 

“(b)  The  tentative  tax  referred  to  in  subsection  (a)  (1)  of  this 
section  shall  be  the  tentative  tax  shown  in  the  following  table: 


‘If  the  net  estate  is: 

Not  over  $5,000 _ 

Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000 _ 

Over  $20,000  but  not  over  $30,000 _ 

Over  $30,000  but  not  over  $40,000 _ 

Over  $40,000  but  not  over  $50,000 _ 

Over  $50,000  but  not  over  $60,000 _ 

Over  $60,000  but  not  over  $100,000 _ 

Over  $100,000  but  not  over  $250,000 _ 

Over  $250,000  but  not  over  $500,000 _ 


The  tentative  tax  shall  be: 

3%  of  the  net  estate. 

$150,  plus  7%  of  excess  over  $5,000. 
$500,  plus  11%  of  excess  over  $10,000. 
$1,600,  plus  14%  of  excess  over  $20,000. 
$3,000,  plus  18%  of  excess  over  $30,000. 
$4,SOO,  plus  22%  of  excess  over  $40,000. 
$7,000,  plus  25%  of  excess  over  $50,000. 
$9,500,  plus  28%  of  excess  over  $60,000. 
$20,700,  plus  30%  of  excess  over 

$100,000. 

$65,700,  plus  32%  of  excess  over 

$250,000. 


Over  $500,000  but  not  over  $750,000 _ 

$145,700,  plus 
$500,000. 

35% 

of 

excess 

Over  $750,000  but  not  over  $1,000, 000_ 

$233,200,  plus 
$750,000. 

37% 

of 

excess 

Over  $1,000,000 
$1,250,000. 

but 

not 

over 

$325,700,  plus 
$1,000,000. 

39% 

of 

excess 

Over  $1,250,000 
$1,500,000. 

but 

not 

over 

$423,200,  plus 
$1,250,000. 

42% 

of 

excess 

Over  $1,500,000 
$2,000,000. 

but 

not 

over 

$528,200,  plus 
$1,500,000. 

45% 

of 

excess 

Over  $2,000,000 
$2,500,000. 

but 

not 

over 

$753,200,  plus 
$2,000,000. 

49% 

of 

excess 

Over  $2,500,000 
$3,000,000. 

but 

not 

over 

$998,200,  plus 
$2,500,000. 

53% 

of 

excess 

Over  $3,000,000 
$3,500,000. 

but 

not 

over 

$1,263,200,  plus 
$3,000,000. 

56% 

of 

excess 

Over  $3,500,000 
$4,000,000. 

but 

not 

over 

$1,543,200,  plus 
$3,500,000. 

59% 

of 

excess 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

$1,838,200,  plus 
$4,000,000. 

63% 

of 

excess 
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“If  the  net  estate  is:  The  tentative  tax  shall  be: 


Over  $5,000,000 
$6,000,000. 

but 

not 

over 

$2,46S,200,  plus 
$5,000,000. 

67% 

of 

excess 

over 

Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$3,138,200,  plus 
$6,000,000. 

70% 

of 

excess 

over 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$3,838,200,  plus 
$7,000,000. 

73% 

of 

excess 

over 

Over  $8, 000, 000 
$10,000,000. 

but 

not 

over 

$4,568,200,  plus 
$8,000,000. 

76% 

of 

excess 

over 

Over  $10,000,000  . 

$6,088,200,  plus 
$10,000,000.” 

77% 

of 

excess 

over 

(b)  Defense  Tax  Repealed. — Subchapter  C  of  Chapter  3  of  the 
Internal  Revenue  Code  is  repealed. 

(c)  Effective  Date. — Subsections  (a)  and  (b)  shall  be  effective 
only  with  respect  to  estates  of  decedents  dying  after  the  date  of  the 
enactment  of  this  Act. 


SEC.  402.  GIFT  TAX  RATES. 

(a)  Rates. — The  Rate  Schedule  of  section  1001  of  the  Internal 
Revenue  Code  is  amended  to  read  as  follows : 


“If  the  net  gifts  are: 

Not  over  $5,000 _ 

Over  $5,000  but  not  over  $10,000 _ 

Over  $10,000  but  not  over  $20,000 _ 

Over  $20,000  but  not  over  $30,000  ' _ 

Over  $30,000  but  not  over  $40,000 - 

Over  $40,000  but  not  over  $50,000 - 

Over  $50,000  but  not  over  $60,000 - 

Over  $60,000  but  not  over  $100,000 _ 

Over  $100,000  but  not  over  $250,000 _ 

Over  $250,000  but  not  over  $500,000 _ 

Over  $500,000  but  not  over  $750,000 _ 

Over  $750,000  but  not  over  $1,000,000_ 


Over  $1,000,000 
$1,250,000. 

but 

not 

over 

Over  $1,250,000 
$1,500,000. 

but 

not 

over 

Over  $1,500,000 
$2,000,000. 

but 

not 

over 

Over  $2,000,000 
$2,500,000. 

but 

not 

over 

Over  $2,500,000 
$3,000,000. 

but 

not 

over 

Over  $3,000,000 
$3,500,000. 

but 

not 

over 

Over  $3,500,000 
$4,000,000. 

but 

not 

over 

Over  $4,000,000 
$5,000,000. 

but 

not 

over 

Over  $5,000,000 
$6,000,000. 

but 

not 

over 

The  tax  shall  be: 


2J%  of  the  net  gifts. 

$112.50,  plus  51%  of  excess  over  $5,000. 
$375,  plus  81%  of  excess  over  $10,000. 


$1,200,  plus  104% 

of 

excess 

over 

$20,000. 

$2,250,  plus  134% 

Of 

excess 

over 

$30,000. 

$3,600,  plus  163% 

of 

excess 

over 

$40,000. 

$5,250,  plus  183% 

of 

excess 

over 

$50,000. 

$7,125,  plus  21%  of  excess  over  $60,000. 

$15,525.  plus  224% 

of 

excess 

over 

$100,000. 

$49,275,  plus  24% 

of 

excess 

over 

$250,000. 

$109,275,  plus  263% 

of 

excess 

over 

$500,000. 

$174,900,  plus  273% 

of 

excess 

over 

$750,000. 

$244,275,  plus  293% 

of 

excess 

over 

$1,000,000. 

$317,400,  plus  314% 

of 

excess 

over 

$1,250,000. 

$396,150,  plus  33|% 

of 

excess 

over 

$1,500,000. 

$564,900,  plus  36f% 

of 

excess 

over 

$2,000,000. 

$748,650,  plus  393% 

of 

excess 

over 

$2,500,000. 

$947,400,  plus  42% 

of 

excess 

over 

$3,000,000. 

$1,157,400,  plus  443%  of 

excess 

over 

$3,500,000. 

$1,378,650,  plus  473%  of 

excess 

over 

$4,000,000. 

$1,851,150,  plus  503%  of 

excess 

over 

$5,000,000. 
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“If  the  net  gifts  are:  The  tax  shall  be: 


Over  $6,000,000 
$7,000,000. 

but 

not 

over 

$2,353,650,  plus  521% 
$6,000,000. 

of 

excess 

over 

Over  $7,000,000 
$8,000,000. 

but 

not 

over 

$2,878,650,  plus  54|% 
$7,000,000. 

of 

excess 

over 

Over  $8,000,000 

but 

not 

over 

$3,426,150,  plus  57% 

of 

excess 

over 

$10,000,000.  $8,000,000. 

Over  $10,000,000 _  $4,566,150,  plus  57f%  of  excess  over 


$10,000,000.” 

(b)  Years  to  Which  Amendments* Applicable.' — The  amendments 
made  by  this  section  shall  be  applied  in  computing  the  tax  for  the 
calendar  year  1942  and  each  calendar  year  thereafter  (but  not  the 
tax  for  the  calendar  year  1941  or  a  previous  calendar  year),  and  such 
amendments  shall  be  applied  in  all  computations  in  respect  of  the 
calendar  year  1941  and  previous  calendar  years  for  the  purpose  of 
computing  the  tax  for  the  calendar  year  1942  and  any  calendar  year 
thereafter. 

(c)  Defense  Tax  Repealed. — Section  1001  (d)  of  the  Internal 
Revenue  Code  (relating  to  defense  tax  for  five  years  on  gifts)  is 
repealed. 

TITLE  V— EXCISE  TAXES 

Part  I — 1932  Excise  Taxes  Made  Permanent 

SEC.  501.  1932  EXCISE  TAXES  MADE  PERMANENT. 

Section  3452  of  the  Internal  Revenue  Code  (relating  to  expiration 
of  1932  excise  taxes)  is  repealed. 

SEC.  502.  PIPE  LINE  TAX. 

Section  3460  (a)  of  the  Internal  Revenue  Code  (relating  to  ter¬ 
mination  of  tax  on  transportation  by  pipe  line)  is  amended  by  strik¬ 
ing  out  “originating  before  July  1, 1945”. 

SEC.  503.  TECHNICAL  AMENDMENT. 

The  heading  of  Subtitle  C  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows: 

“SUBTITLE  C— MANUFACTURERS’  EXCISE  AND  IMPORT 
TAXES  AND  TEMPORARY  TAXES” 

SEC.  504.  BOND  TAX. 

Section  3481  (b)  of  the  Internal  Revenue  Code  (relating  to  expira¬ 
tion  of  tax  on  transfer  of  bonds)  is  repealed. 


SEC.  503.  CONVEYANCE  TAX. 

Section  3482  of  the  Internal  Revenue  Code  (relating  to  tax  on 
conveyances)  is  amended  by  striking  out  “delivered  before  July  1, 
1945”.' 


[Pub.  Law  250.] 


no 

Jo 

Part  II — Defense  Tax  Rates  Made  Permanent  (No  Increase  in 
Tax  and  No  Change  in  Basis  of  Tax) 

SEC.  521.  DEFENSE  EXCISE  TAX  RATES  MADE  PERMANENT  WHICH 
ARE  NOT  INCREASED  BY  THIS  ACT. 

(a)  The  following  sections  of  the  Internal  Revenue  Code  are 
amended  as  follows : 

(1)  Box  seats. — Section  1700  (b)  (1)  is  amended  by  striking 
out  ‘TO  per  centum”  and  inserting  in  lieu  thereof  “11  per  centum”. 

(2)  Sales  outside  box  office. — Section  1700  (c)  (1)  is 

amended  by  striking  out  “10  per  centum”  and  inserting  in  lieu 
thereof  “11  per  centum”. 

(3)  Corporate  securities. — Section  1801  is  amended  by  strik¬ 
ing  out  “10  cents  until  July  1,  1945,  and  5  cents  thereafter”  and 
inserting  in  lieu  thereof  “11  cents”. 

(4)  Capital  stock  issues. — Section  1802  (a)  is  amended  by 
striking  out  “10  cents  until  July  1,  1945,  and  5  cents  thereafter” 
and  the  comma  wherever  following  such  expression  and  insert¬ 
ing  in  lieu  thereof  “11  cents”;  and  by  strildng  out  “2  cents  until 
July  1,  1945,  and  1  cent  thereafter,”  and  inserting  in  lieu  thereof 
“3  cents”. 

(5)  Capital  stock  transfers. — Section  1802  (b)  is  amended 
by  striking  out  “4  cents  until  July  1,  1945,  and  2  cents  there¬ 
after,”  and  inserting  in  lieu  thereof  “5  cents”;  and  by  striking 
out  “5  cents  instead  of  4  cents  until  July  1,  1945”  and  inserting 
in  lieu  thereof  “6  cents”. 

(6)  Insurance  policies. — Section  1804  is  amended  by  striking 
out  “3  cents”  and  inserting  in  lieu  thereof  “4  cents”. 

(7)  Passage  tickets. — Section  1806  is  amended  by  striking  out 
“$1”  and  inserting  in  lieu  thereof  “$1.10”;  by  strildng  out  “$3” 
and  inserting  in  lieu  thereof  “$3.30”;  and  by  striking  out  “$5” 
and  inserting  in  lieu  thereof  “$5.50”. 

(8)  Cigarettes. — Section  2000  (c)  (2)  is  amended  by  striking 
out  “$3”  and  inserting  in  lieu  thereof  “$3.25”  and  by  striking  out 
“$7.20”  and  inserting  in  lieu  thereof  “$7.80”. 

(9)  Pistols  and  revolvers. — Section  2700  (a)  is  amended  by 
striking  out  “10  per  centum”  and  inserting  in  lieu  thereof  “11 
per  centum”. 

(10)  Fermented  malt  liquors. — Section  3150  (a)  is  amended 
by  striking  out  “$5”  and  inserting  in  lieu  thereof  “$6”. 

(11)  Wholesalers  of  liquor. — Section  3250  (a)  (1)  is 

amended  by  striking  out  ’  “$100”  and  inserting  in  lieu  thereof 
“$110”. 

(12)  Retailers  of  liquor. — Section  3250  (b)  is  amended  by 
striking  out  “$25”  and  inserting  in  lieu  thereof  “$27.50”. 

(13)  Brewers. — Section  3250  (c)  is  amended  by  striking  out 
“$100”  and  inserting  in  lieu  thereof  “$110”  and  by  striking  out 
“$50”  and  inserting  in  lieu  thereof  “$55”. 

(14)  Wholesalers  of  malt  liquors. — Section  3250  (d)  is 
amended  by  striking  out  “$50”  and  inserting  in  lieu  thereof  “$55”. 

(15)  Retailers  of  malt  liquors. — Section  3250  (e)  (1)  is 
amended  by  striking  out  “$20”  and  inserting  in  lieu  thereof  “$22”, 
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and  section  3250  (e)  (3)  is  amended  by  striking  out  “$2”  and 
inserting  in  lieu  thereof  “$2.20”. 

(16)  Rectifiers. — Section  3250  (f)  (1)  is  amended  by  striking 
out  “$200”  and  inserting  in  lieu  thereof  “$220”;  and  by  striking 
out  “$100”  and  inserting  in  lieu  thereof  “$110”. 

(17)  Stills. — Section  3250  (j)  is  amended  by  striking  out 
“$50”  and  inserting  in  lieu  thereof  “$55”;  and  by  striking  out 
“$20”  and  inserting  in  lieu  thereof  “$22”. 

(18)  Firearms,  etc. — Section  3407  is  amended  by  striking  out 
“10  per  centum”  and  inserting  in  lieu  thereof  “11  per  centum”. 

(19)  Electrical  energy. — Section  3411  is  amended  by  striking 
out  “3  per  centum”  and  inserting  in  lieu  thereof  “3 Yg  per  centum”. 

(20)  Gasoline. — Section  3412  (a)  is  amended  by  striking  out 
“1  cent”  and  inserting  in  lieu  thereof  “lpo  cents”. 

(21)  Lubricating  oils. — Section  3413  is  amended  by  striking 
out  “4  cents”  and  inserting  in  lieu  thereof  “4%  cents”. 

(22)  Transportation  of  oil  by  pipe  line. — Section  3460  (a)  is 
amended  by  striking  out  “4  per  centum”  and  inserting  in  lieu 
thereof  “41/2  per  centum”. 

(23)  Transfer  of  bonds. — Section  3481  (a)  is  amended  by 
striking  out  “4  cents”  and  inserting  in  lieu  thereof  “5  cents”. 

(24)  Conveyances. — Section  3482  is  amended  by  striking  out 
“50  cents”  and  inserting  in  lieu  thereof  “55  cents”. 

(b)  The  rates  specified  in  subsection  (a)  shall  be  applicable  only 
with  respect  to  the  period  after  the  date  of  the  enactment  of  this 
Act,  and  the  rates  specified  in  section  1650  (a),  section  2004,  and 
section  3190  of  the  Internal  Revenue  Code  shall  not  apply  with  respect 
to  such  period. 

Part  III — Increases  in  Rates  of  Existing  Excise  Taxes 
SEC.  531.  PLAYING  CARDS. 

Section  1807  (a)  of  the  Internal  Revenue  Code  is  amended  by 
striking  out  “10  cents”  and  inserting  in  lieu  thereof  “13  cents”. 

SEC.  532.  SAFE  DEPOSIT  BOXES. 

Section  1850  (a)  of  the  Internal  Revenue  Code  is  amended  by 
striking  out  “10  per  centum”  and  inserting  in  lieu  thereof  “20  per 
centum”. 

SEC.  533.  DISTILLED  SPIRITS. 

(a)  Rate  on  Distilled  Spirits. — Section  2800  (a)  (1)  of  the  Inter¬ 
nal  Revenue  Code  is  amended  by  striking  out  “at  the  rate  of  $2.25 
(and  on  brandy  at  the  rate  of  $2)”  and  by  inserting  in  lieu  thereof 
“at  the  rate  of  $4”,  and  by  striking  out  “  (except  brandy)  ”. 

(b)  Rate  on  Imported  Perfumes  Containing  Alcohol. — Section 
2800  (a)  (3)  of  the  Internal  Revenue  Code  is  amended  by  striking 
out  “$2.25”  and  inserting  in  lieu  thereof  “$4”. 

(c)  Drawback  on  Distilled  Spirits. — The  third  paragraph  of  sec¬ 
tion  2887  of  the  Internal  Revenue  Code  is  amended  by  striking  out 
“but  shall  not  exceed  a  rate  of  $3  (or,  in  the  case  of  brandy,  $2.75)” 
and  inserting  in  lieu  thereof  “but  shall  not  exceed  a  rate  of  $4  ’. 


[Pub.  Law  250.] 


2b 

(d)  Floor  Stocks  Tax. — Section  9800  nT  ft,-  t  a  i 

Code  is  amended  by  inserting  at  the  end  thereof  th^f  ^f  Revenue 
subsection:  1  rtieieot  the  following  new 

u(i)  Floor  Stocks  Tax. — 

sS^sffi«s2S5'5s34 

in  he  case  of  brandy,  the  rate  shall  he  $1.25)  on  each  nroof 
gallon,  and  a  proportionate  tax  at  a  like  rate  ™  n  ?  Po¬ 
parts  of  such  proof -gallon.  11  a11  fradlonaI 

“ (2)  Every  person  required  by  this  subsection  to  nav  nnv  floor 
.  tot ks  tax  shall,  on  or  before  January  1,  1942  under  such  lv-uh 

shall  preSibe0mTk710nerf  W*th  ^  approval  of  the  Secretary, 
T  ’ ",  ?  return  and  pay  such  tax.  Payment  of 

the  tax  shown  to  be  due  may  be  extended  to  a  date  not  later 
than  August  1  1942,  upon  the  filing  of  a  bond  for  myrnent 
^  fbpfrn  SUCh  f°rm  and.  amount  and  with  such  surety  or  sureties 
p?escribe°mmiSS10ner’  ^  the  approval  of  the  Secretary,  may 

“(3)  All  provisions  of  law,  including  penalties  apnlicabk  in 
respect  of  internal-revenue  taxes  on  distilled  spirits  shall  insofar 
as  applicable  and  not  inconsistent  with  this  subsection  be  appli- 
caale  in  respect  of  the  floor  stocks  tax  imposed  hereunder  '  For 
the  purposes  of  this  subsection  the  term  ‘distilled  spirits’  shall 
in^p6  pr?ducts  Produced  in  such  manner  that  the  person  produc 
ng  them  ls  a  rectifier  within  the  meaning  of  section  3254  (g).” 
SEC.  534.  WINES. 

t  ^  ox  Still  Wines.— Section  3030  (a)  fl)  ( \)  nf  fPo 

Interna1  Revenue  Code  is  amended  by  striking  U  ‘‘5  clits”  a^d 
inserting  in  lieu  thereof  “8  cents”;  by  striking? out  “15  cents”  a 
inserting  lieu  thereof  “30  cents”:  and  by  staking  out °‘25  cents” 
and  inserting  m  lieu  thereof  “65  cents”.  S  ents 

8040  ?!tRKTLING  Wines,  Liqueurs,  Cordials,  Etc.— Section 

ontVvl  2f  »  t  ie  Inte.rna!  Revenile  Code  is  amended  by  striking 
o,  f  «?i y  K  ani  .mserdn£  111  heu  thereof  “7  cents”;  and  by  strikin? 
out  1%  cents  and  inserting  in  lieu  thereof  “3V2  cents”. 

°f  ChaPter  26  of  the  Internal  Revenue  Code  is 
amended  by  inserting  at  the  end  thereof  the  following  new  section  : 

“SEC.  3192.  FLOOR  STOCKS  TAX  ON  WINES. 

„  OT/a)  Ploo.r  Stocks  Tax. — Upon  all  wines  upon  which  the  internal- 

iLinue  taiX  iTp0Sjed  by  has  beeu  paid,  and  which  on  October  1 
1941  are  held  and  intended  for  sale  or  for  use  in  the  manufacture 
r  Production  of  an  article  intended  for  sale,  there  shall  be  levied 
assessed,  collected,  and  paid  a  floor  stocks  tax  at  rates  equal  to  the’ 
increases  in  rates  of  tax  (over  the  defense  tax  rates)  mad^appl^able 
articles  by  section  534  of  the  Revenue  Act  of  1941. 

(n)  Keturns.  Every  person  required  by  subsection  fa)  to  nav 
‘  ,  stocbs  tax  shall,  on  or  before  January  1  1942,  under  such 

emulations  as  the  Commissioner,  with  the  approval  of  the  Secretary 


26 


[Pub.  Law  250.] 


shall  prescribe,  make  a  return  and  pay  such  tax.  Payment  of  the 
tax  shown  to  be  due  may  be  extended  to  a  date  not  later  than  August 
1,  1942,  upon  the  filing  of  a  bond  for  payment  thereof  in  such  form 
and  amount  and  with  such  surety  or  sureties  as  the  Commissioner, 
with  the  approval  of  the  Secretary,  may  prescribe. 

“  (c)  Laws  Applicable. — All  provisions  of  law,  including  penalties, 
applicable  in  respect  of  the  taxes  imposed  by  section  3030  (a)  shall, 
insofar  as  applicable  and  not  inconsistent  with  this  subsection, 
be  applicable  with  respect  to  the  floor  stocks  tax  imposed  by 
subsection  (a).” 

SEC.  535.  TIRES  AND  TUBES. 

(a)  Rate  on  Tires. — Section  3400  (1)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “214  cents”  and  inserting  in  lieu 
thereof  “5  cents”. 

(b)  Rate  on  Tubes. — Section  3400  (2)  of  the  Internal  Revenue 
Code  is  amended  by  striking  out  “4  cents”  and  inserting  in  lieu 
thereof  “9  cents”. 

(c)  Floor  Stocks  Tax  on  Tires  and  Inner  Tubes. — Section  3400 
of  the  Internal  Revenue  Code  is  amended  by  inserting  “(a)  Tax. — ” 
before  the  beginning  thereof  and  by  inserting  at  the  end  thereof  the 
following : 

“(b)  Floor  Stocks  Tax. — Upon  tires  and  inner  tubes  subject  to 
tax  under  subsection  (a)  of  the  type  used  on  vehicles  subject  to  tax 
under  section  3403  (a)  or  (b)  which  on  October  1,  1941,  are  held 
for  sale  by  any  person  there  shall  be  levied,  assessed,  collected,  and 
paid  a  floor  stocks  tax  at  the  rate  of  2 y2  cents  per  pound  in  the  case 
of  tires  and  4^  cents  per  pound  in  the  case  of  inner  tubes.  The  tax 
shall  apply  to  tires  and  inner  tubes  held  for  sale  on,  or  in  connection 
with,  or  held  for  use  in  the  manufacture  or  production  of,  articles 
the  sale  of  which  will  be  subject  to  tax  under  section  3403  (a)  or 
(b).  The  tax  shall  not  apply  to  tires  and  inner  tubes  held  for  sale 
by  the  manufacturer,  producer,  or  importer  thereof,  and  to  tires  and 
inner  tubes  the  sale  of  which  will  be  subject  under  the  provisions  of 
sections  3444  (a)  (2)  and  3445  to  the  manufacturers’  tax  on  tires 
and  inner  tubes.” 

SEC.  536.  EFFECTIVE  DATE  OF  PART  III. 

The  amendments  made  by  this  Part  shall  be  applicable  only  with 
respect  to  the  period  beginning  witli  October  1,  1941,  and  the  rates 
specified  in  section  1650  (a),  section  1807  (b),  section  2004,  section 
2800  (g),  and  section  3190  of  the  Internal  Revenue  Code  shall  not 
apply  with  respect  to  such  period.  This  Part  shall  take  effect  on 
October  1,  1941. 

Part  IV— Changes  in  Basis  of  Computing  Tax  (Rates  Increased 

in  Certain  Cases) 

SEC.  541.  ADMISSIONS  TAX. 

(a)  Reduction  of  Exemption. — Section  1700  (a)  (1)  of  the  Inter¬ 
nal  Revenue  Code  is  amended  to  read  as  follows : 

“(1)  Rate. — A  tax  of  1  cent  for  each  10  cents  or  fraction 
thereof  of  the  amount  paid  for  admission  to  any  place,  including 
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admission  by  season  ticket  or  subscription.  In  the  case  of  per¬ 
sons  (except  bona  fide  employees,  municipal  officers  on  official 
business,  children  under  twelve  years  of  age,  members  of  the 
military  or  naval  forces  of  the  United  States  when  in  uniform, 
and  members  of  the  Civilian  Conservation  Corps  when  in  uni¬ 
form)  admitted  free  or  at  reduced  rates  to  any  place  at  any  time 
when  and  under  circumstances  under  which  an  admission  charge 
is  made  to  other  persons,  an  equivalent  tax  shall  be  collected 
based  on  the  price  so  charged  to  such  other  persons  for  the  same 
or  similar  accommodations,  to  be  paid  by  the  person  so  admitted. 
No  tax  shall  be  imposed  on  the  amount  paid  for  the  admission  of 
a  child  under  twelve  years  of  age  if  the  amount  paid  is  less  than 
10  cents.” 

(b)  Termination  of  Exemptions. — Section  1701  of  the  Internal 
Revenue  Code  (relating  to  exemptions  from  admissions  tax)  shall 
not  apply  with  respect  to  amounts  paid,  on  or  after  the  elfective 
date  of  this  Part,  for  admission. 

(c)  Exemption  of  National  Park,  Etc.,  Admissions  Termi¬ 
nated. — The  Interior  Department  Appropriation  Act,  1942,  is  amended 
by  striking  out  that  part  thereof  under  the  heading  “national  park 
service”  which  reads  as  follows: 

“Hereafter  fees  incident  to  admission  to  the  national  parks  and 
monuments  and  other  areas  in  the  national  park  system,  charged  and 
collected  with  the  approval  of  the  Secretary  of  the  Interior,  shall  be 
exempt  from  all  Federal  tax  on  admissions.” 

The  Act  entitled  “An  Act  making  appropriations  for  the  Depart¬ 
ment  of  the  Interior  for  the  fiscal  year  ending  June  30,  1936,  and 
for  other  purposes”,  approved  May  9,  1935,  is  amended  by  striking 
out  that  part  thereof  under  the  heading  “national  park  service” 
which  reads  as  follows:  “:  Provided ,  That  any  admission  fee  charged 
for  entrance  to  Carlsbad  Caverns  and  any  fee  charged  for  guide  service 
therein,  shall  be  exempt  from  all  taxes  on  admissions”. 

SEC.  542.  CABARET,  ROOF  GARDEN,  ETC.,  TAX. 

(a)  Imposition. — Section  1700  (e)  of  the  Internal  Revenue  Code 
is  amended  to  read  as  follows: 

“(e)  Tax  on  Cabarets,  Roof  Gardens,  Etc. — 

“(1)  Rate. — A  tax  equivalent  to  5  per  centum  of  all  amounts 
paid  for  admission,  refreshment,  service,  and  merchandise,  at  any 
roof  garden,  carbaret,  or  other  similar  place  furnishing  a  public 
performance  for  profit, -uf  any  payment,  or  part  thereof,  for 
admission,  refreshment,  service,  or  merchandise,  entitles  the 
patron  to  be  present  during  any  portion  of  such  performance. 
No  tax  shall  be  applicable  under  subsection  (a)  (1)  on  account 
of  an  amount  paid  with  respect  to  which  tax  is  imposed  under 
this  subsection. 

“(2)  By  whom  paid. — The  tax  imposed  under  paragraph  (1) 
shall  be  returned  and  paid  by  the  person  receiving  such  payments.” 

(b)  Place  of  Payment. — Section  1715  (b)  of  the  Internal  Revenue 
Code  is  amended  to  read  as  follows: 

“(b)  Place  of  Payment. — The  taxes  collected  under  subsection 
(a),  and  the  taxes  required  to  be  paid  under  section  1700  (c),  (d). 


28 


[Pub.  Law  250.] 


or  (e),  shall  be  paid  to  the  collector  of  the  district  in  which  the  prin¬ 
cipal  office  or  place  of  business  is  located.” 

(c)  Returns. — Section  1716  (a)  of  the  Internal  Revenue  Code  is 
amended  to  read  as  follows : 

“(a)  Requirement. — Every  person  required  under  subsection  (a) 
of  section  1715  to  collect  the  taxes,  or  required  under  section  1700 
(c),  (d),  or  (e)  to  pay  the  taxes,  imposed  by  this  chapter  shall  make 
returns  under  oath,  in  duplicate,  in  such  manner  and  containing  such 
information  as  the  Commissioner,  with  the  approval  of  the  Secretary, 
may,  by  regulation,  prescribe.” 

(d)  Section  1700  (c)  (3)  and  section  1700  (d)  (3)  of  the  Internal 
Revenue  Code  are  repealed  as  of  the  effective  date  of  this  Part. 

SEC.  543.  CLUB  DUES. 

(a)  Reduction  of  Exemption  and  Defense  Tax  Rate  Made 
Permanent. — Section  1710  (a)  (1)  and  (2)  of  the  Internal  Revenue 
Code  are  amended  to  read  as  follows : 

“(1)  Dues  or  membership  fees. — A  tax  equivalent  to  11  per 
centum  of  any  amount  paid  as  dues  or  membership  fees  to  any 
social,  atldetic,  or  sporting  club  or  organization,  if  the  dues  or 
fees  of  an  active  resident  annual  member  are  in  excess  of  $10 
per  year. 

“(2)  Initiation  fees. — A  tax  equivalent  to  11  per  centum  of 
any  amount  paid  as  initiation  fees  to  such  a  club  or  organization, 
if  such  fees  amount  to  more  than  $10,  or  if  the  dues  or  member¬ 
ship  fees,  not  including  initiation  fees,  of  an  active  resident 
annual  member  are  in  excess  of  $10  per  year.” 

(b)  Definition  of  Dues. — Section  1712  (a)  of  the  Internal  Rev¬ 
enue  Code  is  amended  to  read  as  follows : 

“(a)  Dues. — The  term  ‘dues’  includes  any  assessment,  irrespective 
of  the  purpose  for  which  made,  and  any  charges  for  social  privileges 
or  facilities,  or  for  golf,  tennis,  polo,  swimming,  or  other  athletic  or 
sporting  privileges  or  facilities,  for  any  period  of  more  than  six  days ; 
and”. 

SEC.  544.  AUTOMOBILE,  TRUCK,  BUS,  AND  PARTS  TAX. 

(a)  Increase  of  Rate  and  Classification  of  Busses. — Section  3403 
(a)  and  (b)  of  the  Internal  Revenue  Code  are  amended  to  read  as 
follows : 

“(a)  Automobile  truck  chassis,  automobile  truck  bodies,  automobile 
bus  chassis,  automobile  bus  bodies,  truck  and  bus  trailer  and  semi¬ 
trailer  chassis,  truck  and  bus  trailer  and  semitrailer  bodies,  tractors 
of  the  kind  chiefly  used  for  highway  transportation  in  combination 
with  a  trailer  or  semitrailer  (including  in  each  of  the  above  cases 
parts  or  accessories  therefor  sold  on  or  in  connection  therewith  or 
with  the  sale  thereof),  5  per  centum.  A  sale  of  an  automobile  truck, 
bus,  or  truck  or  bus  trailer  or  semitrailer,  shall,  for  the  purposes  of 
this  subsection,  be  considered  to  be  a  sale  of  the  chassis  and  of  the 
body. 

“(b)  Other  automobile  chassis  and  bodies,  chassis  and  bodies  for 
trailers  or  semitrailers  suitable  for  use  in  connection  with  passenger 
automobiles,  and  motorcycles  (including  in  each  case  parts  or  acces- 
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sories  therefor  sold  on  or  in  connection  therewith  or  with  the  sale 
thereof),  except  tractors,  7  per  centum.  A  sale  of  an  automobile, 
trailer,  or  semitrailer  shall,  for  the  purposes  of  this  subsection,  be 
considered  to  be  a  sale  of  the  chassis  and  of  the  body.” 

(b)  Increase  in  Rate  on  Parts  and  Exclusion  of  Radios  From 
Automobile  Tax. — The  first  sentence  of  section  3403  (c)  of  the  Inter¬ 
nal  Revenue  Code  is  amended  to  read  as  follows :  “Parts  or  accessories 
(other  than  tires  and  inner  tubes  and  other  than  radios)  for  any  of 
the  articles  enumerated  in  subsection  (a)  or  (b),  5  per  centum.” 

(c)  Credits  on  Account  of  Tire  and  Tube  Tax. — Section  3403  (e) 
of  the  Internal  Revenue  Code  is  amended  to  read  as  follows: 

“(e)  If  tires  or  inner  tubes  on  which  tax  has  been  imposed  under 
this  chapter  are  sold  on  or  in  connection  with,  or  with  the  sale  of, 
a  chassis,  body,  or  motorcycle,  there  shall  (under  regulations  pre¬ 
scribed  by  the  Commissioner,  with  the  approval  of  the  Secretary) 
be  credited  against  the  tax  under  this  section  an  amount  equal  to, 
in  the  case  of  an  article  taxable  under  subsection  (a) ,  5  per  centum, 
|  and  in  the  case  of  an  article  taxable  under  subsection  (b),  7  per 
centum — 

“(1)  of  the  purchase  price  (less,  in  the  case  of  tires,  the  part 
of  such  price  attributable  to  the  metal  rim  or  rim  base)  if  such 
tires  or  inner  tubes  were  taxable  under  section  3400  (relating  to 
tax  on  tires  and  inner  tubes)  ;  or 

“(2)  if  such  tires  or  inner  tubes  were  taxable  under  section 
3444  (relating  to  use  by  manufacturer,  producer,  or  importer) 
then  of  the  price  (less,  in  the  case  of  tires,  the  part  of  such  price 
attributable  to  the  metal  rim  or  rim  base)  at  which  such  or 
similar  tires  or  inner  tubes  are  sold,  in  the  ordinary  course  of 
trade,  by  manufacturers,  producers,  or  importers  thereof,  as  deter¬ 
mined  by  the  Commissioner.  In  lieu  of  the  rates  of  credit  of 
5  per  centum  and  7  per  centum  above  provided,  the  rates,  respec¬ 
tively,  for  the  following  periods,  shall  be  as  follows: 

“(A)  With  respect  to  the  period  after  June  30,  1940,  and 
before  the  effective  date  of  the  increase  in  tax  on  automobiles 
made  by  the  Revenue  Act  of  1941,  2%  per  centum  and  3i/2 
per  centum;  and 

“(B)  With  respect  to  the  period  before  July  1,  1940,  2 
per  centum  and  3  per  centum.” 

(d)  Credits  on  Termination  of  Tax. — Section  3403  (f)  of  the 
Internal  Revenue  Code  (relating  to  credits  and  refunds  on  termina¬ 
tion  of  automobile  tax)  is  repealed. 

SEC.  545.  RADIOS.  PHONOGRAPHS,  RECORDS,  AND  MUSICAL  IN¬ 
STRUMENTS. 

Section  3404  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“SEC.  3404.  TAX  ON  RADIO  RECEIVING  SETS.  PHONOGRAPHS,  PHONO¬ 
GRAPH  RECORDS,  AND  MUSICAL  INSTRUMENTS. 

“There  shall  be  imposed  upon  the  following  articles  (including  in 
each  case,  except  in  the  case  of  musical  instruments,  parts  or  acces¬ 
sories  therefor  sold  on  or  in  connection  with  the  sale  thereof)  sold 
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by  the  manufacturer,  producer,  or  importer  a  tax  equivalent  to  10 
per  centum  of  the  price  for  which  sold : 

“(a)  Radio  receiving  sets,  automobile  radio  receiving  sets, 
combination  radio  and  phonograph  sets,  and  phonographs. 

“(b)  Chassis,  cabinets,  tubes,  reproducing  units,  power  packs, 
antennae  of  the  ‘built-in’  type,  and  phonograph  mechanisms, 
which  are  suitable  for  use  on  or  in  connection  with,  or  as  com¬ 
ponent  parts  of,  any  of  the  articles  enumerated  in  subsection  (a), 
whether  or  not  primarily  adapted  for  such  use. 

“(c)  Phonograph  records. 

“(d)  Musical  instruments.” 

SEC.  546.  MECHANICAL  REFRIGERATORS. 

Section  3405  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“SEC.  3405.  TAX  ON  REFRIGERATORS,  REFRIGERATING  APPARATUS, 
AND  AIR-CONDITIONERS. 

“There  shall  be  imposed  on  the  following  articles  (including  in  each 
case  parts  or  accessories  therefor  sold  on  or  in  connection  with  the 
sale  thereof)  sold  by  the  manufacturer,  producer,  or  importer  a  tax 
equivalent  to  10  per  centum  of  the  price  for  which  so  sold : 

“(a)  Refrigerators,  etc. — Refrigerators,  beverage  coolers,  ice 
cream  cabinets,  water  coolers,  food  and  beverage  display  cases, 
food  and  beverage  storage  cabinets,  ice  making  machines,  and 
milk  cooler  cabinets,  each  such  article  having,  or  being  primarily 
designed  for  use  with,  a  mechanical  refrigerating  unit  operated 
by  electricity,  gas,  kerosene,  or  gasoline. 

“(b)  Refrigerating  apparatus. — Compressors,  condensers, 
evaporators,  expansion  units,  absorbers,  and  controls,  for,  or  suit¬ 
able  for  use  as  part  of,  or  with,  a  refrigerating  plant,  refrigerat¬ 
ing  system,  refrigerating  equipment  or  unit,  or  any  of  the  articles 
enumerated  in  subsection  (a). 

“(c)  Air-conditioners. — Self-contained  air-conditioning  units. 
“(d)  Components. — Cabinets,  compressors,  condensers,  fans, 
blowers,  heating  coils,  cooling  coils,  filters,  humidifiers,  and  con¬ 
trols,  for,  or  suitable  for  use  as  part  of,  or  with,  any  of  the 
articles  enumerated  in  subsection  (c).” 

SEC.  547.  MATCHES. 

Section  3409  of  the  Internal  Revenue  Code  is  amended  to  read  as 
follows : 

“SEC.  3409.  TAX  ON  MATCHES. 

“(a)  Manufacturers’  Tax. — There  shall  be  imposed  upon  matches 
sold  by  the  manufacturer,  producer,  or  importer,  a  tax  of  2  cents 
per  1,000  matches,  except  that  in  the  case  of  fancy  wooden  matches 
and  wooden  matches  having  a  stained,  dyed,  or  colored  stick  or  stem, 
packed  in  boxes  or  in  bulk,  the  tax  shall  be  5 y2  cents  per  1,000 
matches. 

“(b)  Floor  Stocks  Tax. — On  matches  subject  to  tax  under  subsec¬ 
tion  (a)  which,  on  October  1,  1941,  are  held  and  intended  for  sale,  or 
for  disposition  in  connection  with  the  sale  of  other  articles,  there  shall 


[Pub.  Law  250.] 


31 


be  levied,  assessed,  collected,  and  paid  a  floor  stocks  tax  at  the  rate  of 
2  cents  per  thousand  matches.  The  tax  shall  not  apply  to  matches 
in  retail  stocks  held  at  the  place  where  intended  to  be  sold  or  dis¬ 
posed  of.  The  tax  shall  not  apply  to  matches  held  for  sale  by  the 
manufacturer,  producer,  or  importer  thereof,  nor  to  fancy  wooden 
matches  or  wooden  matches  having  a  stained,  dyed,  or  colored  stick 
or  stem.” 

SEC.  548.  TELEPHONE,  TELEGRAPH,  ETC. 

Sections  3465  and  3466  of  the  Internal  Revenue  Code  are  amended 
to  read  as  follows : 

“SEC.  3465.  IMPOSITION  AND  RATE  OF  TAX. 

“(a)  There  shall  be  imposed: 

“(1)  (A)  In  the  case  of  each  telephone  or  radio  telephone 
message  or  conversation  which  originates  within  the  United 
States,  for  which  the  charge  is  more  than  24  cents,  a  tax  of 
5  cents  for  each  50  cents,  or  fraction  thereof,  of  the  charge. 

“(B)  In  the  case  of  each  telegraph,  cable,  or  radio  dispatch 
or  message  which  originates  within  the  United  States,  a  tax  of 
10  per  centum  of  the  amount  of  the  charge. 

Only  one  payment  of  a  tax  imposed  by  subparagraph  (A)  or 
(B)  shall  be  required  notwithstanding  the  lines  or  stations  of  one 
or  more  persons  are  used  in  the  transmission  of  such  dispatch, 
message,  or  conversation. 

“(2)  (A)  A  tax  equivalent  to  10  per  centum  of  the  amount 
paid  for  leased  wire,  teletypewriter,  or  talking  circuit  special 
service. 

“(B)  A  tax  equivalent  to  5  per  centum  of  the  amount  paid 
for  any  wire  and  equipment  service  (including  stock  quotation 
and-  information  services,  burglar  alarm  or  fire  alarm  service, 
and  all  other  similar  services,  but  not  including  service  described 
in  subparagraph  (A)). 

The  tax  shall  apply  under  this  paragraph  whether  or  not  the 
wires  or  services  are  within  a  local  exchange  area. 

“(3)  A  tax  equivalent  to  6  per  centum  of  the  amount  paid 
by  subscribers  for  local  telephone  service  and  for  any  other 
telephone  service  in  respect  of  which  a  tax  is  not  payable  under 
paragraph  (1)  or  (2).  Amounts  paid  for  the  installation  of 
instruments,  wires,  poles,  switchboards,  apparatus,  and  equip¬ 
ment  shall  not  be  considered  amounts  paid  for  service.  Service 
paid  for  by  inserting  coins  in  coin-operated  telephones  shall  not 
be  subject  to  the  tax  imposed  by  this  paragraph. 

“(b)  This  section  shall  not  apply  .to  the  amount  paid  for  so  much 
of  the  service  described  in  paragraph  (2)  of  subsection  (a)  as  is 
utilized  in  the  conduct,  by  a  common  carrier  or  telephone  or  telegraph 
company  or  a  radio  broadcasting  station  or  network,  of  its  business 
as  such. 

“SEC.  3466.  EXEMPTION  FROM  TAX. 

“(a)  No  tax  shall  be  imposed  under  section  3465  upon  any  pay¬ 
ment  received  for  services  or  facilities  furnished  to  the  United  States 
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or  to  any  State  or  Territory,  or  political  subdivision  thereof,  or  the 
District  of  Columbia. 

“(b)  No  tax  shall  be  imposed  under  section  3465  (a)  (1)  and  (2) 
upon  any  payment  received  from  any  person  for  services  or  facilities 
utilized  in  the  collection  of  news  for  the  public  press,  or  a  news  ticker 
service  furnishing  a  general  news  service  similar  to  that  of  the 
public  press,  or  radio  broadcasting,  or  in  the  dissemination  of  news 
through  the  public  press,  or  a  news  ticker  service  furnishing  a  general 
news  service  similar  to  that  of  the  public  press,  or  by  means  of  radio 
broadcasting,  if  the  charge  for  such  services  or  facilities  is  billed  in 
writing  to  such  person.  Section  3465  (a)  (3)  shall  not  be  construed 
as  imposing  a  tax  on  services  and  facilities  described  in  section  3465 
(al  (1)  or  (2)  which  are  exempt  from  tax  under  this  subsection. 

“(c)  The  right  to  exemption  under  this  section  shall  be  evidenced 
in  such  manner  as  the  Commissioner  with  the  approval  of  the  Secre¬ 
tary  may  by  regulation  prescribe.” 

SEC.  549.  INSTALLMENT,  ETC.,  PAYMENTS.  | 

Section  3441  (c)  of  the  Internal  Revenue  Code  is  amended  to  read 
as  follows : 

“(c)  (1)  In  the  case  of  (A)  a  lease,  (B)  a  contract  for  the  sale  of 
an  article  wherein  it  is  provided  that  the  price  shall  be  paid  by 
installments  and  title  to  the  article  sold  does  not  pass  until  a  future 
date  notwithstanding  partial  payment  by  installments,  or  (C)  a  con¬ 
ditional  sale,  there  shall  be  paid  upon  each  payment  with  respect  to 
the  article  that  portion  of  the  total  tax  which  is  proportionate  to  the 
portion  of  the  total  amount  to  be  paid  represented  by  such  payment. 

“(2)  In  the  application  of  paragraph  (1)  to  the  articles  with  respect 
to  which  the  rate  of  tax  is  increased  by  the  Revenue  Act  of  1941  or 
by  the  Revenue  Act  of  1940,  where  the  lease,  contract  of  sale,  or  condi¬ 
tional  sale,  and  delivery  thereunder — 

“(A)  was  made  before  July  1,  1940,  the  total  tax  referred  to  in 
paragraph  (1)  shall  be  the  tax  at  the  rate  in  force  on  June  30, 
1940,  and  not  at  any  greater  rate ;  or 
“(B)  was  made  after  June  30,  1940,  and  before  October  1, 1941, 
the  total  tax  referred  to  in  paragraph  (1)  shall  be  the  tax  at  the 
rate  in  force  on  September  30,  1941,  and  not  at  any  greater  rate. 

“(3)  Despite  the  provisions  of  paragraph  (1),  no  tax  shall  be 
imposed  with  respect  to  any  article  not  taxable  under  the  law  in 
existence  on  the  day  before  the  date  of  the  enactment  of  the  Revenue 
Act  of  1941,  if  with  respect  to  such  article  the  lease,  contract  for  sale, 
or  conditional  sale,  and  delivery  thereunder,  was  made  before 
October  1,  1941.” 

SEC.  550.  EFFECTIVE  DATE  OF  PART  IV. 

(a)  The  amendments  made  by  this  Part  shall  be  applicable  only 
with  respect  to  the  period  beginning  with  the  effective  date  of  this 
Part,  and  the  rates  specified  in  section  1650  (a),  section  1807  (b), 
section  2004,  section  2800  (g),  and  section  3190  of  the  Internal  Reve¬ 
nue  Code  shall  not  apply  with  respect  to  such  period.  This  Part  shall 
take  effect  on  October  1,  1941. 
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(b)  Despite  the  provisions  of  subsection  (a),  the  tax  imposed  by 
section  1700  (e)  of  the  Internal  Revenue  Code,  as  amended  by  section 
542  of  this  Act  (relating  to  cabaret,  etc.,  tax),  shall  be  applicable  only 
with  respect  to  the  period  beginning  at  10  a.  m.  on  October  1,  194i, 
and  the  tax  imposed  by  such  subsection  as  in  force  prior  to  its 
amendment  by  section  542  of  this  Act,  as  modified  by  section  1050  (a) 
of  the  Internal  Revenue  Code,  shall  be  applicable  with  respect  to  the 
period  before  10  a.  m.  on  such  date. 

(c)  Despite  the  provisions  of  subsection  (a),  the  amendment  of 
section  3465  (a)  (2)  made  by  section  548  of  this  Act  (relating  to  tax 
on  leased-wire,  etc.,  services)  shall  be  applicable  only  to  amounts  paid 
on  or  after  such  effective  date  for  seiwices  rendered,  on  or  after  October 
1,  1941,  and  the  provisions  of  such  subsection  before  its  amendment 
by  section  548  shall  be  applicable  with  respect  to  the  period  before 
October  1,  1941. 

(d)  Despite  the  provisions  of  subsection  (a),  section  3465  (a)  (3) 
of  the  Internal  Revenue  Code  (relating  to  tax  on  telephone  bills), 
added  to  the  Internal  Revenue  Code  by  section  548  of  this  Act,  shall 
apply  only  to  the  amounts  paid  in  pursuance  of  bills  rendered,  after 
October  5,  1941,  for  services  for  which  no  previous  bill  was  rendered. 
Such  section  3465  (a)  (3)  shall  not  apply  to  amounts  paid  for  services 
otherwise  taxable  under  section  3465  (a)  (1)  which  were  rendered 
before  October  6,  1941;  nor  to  amounts  paid  for  services  otherwise 
taxable  under  section  3465  (a)  (2)  which  were  rendered  or  paid  for 
before  October  6,  1941. 

Part  V — New  Excise  Taxes 
SEC.  551.  NEW  MANUFACTURERS’  EXCISE  TAXES. 

Subchapter  A  of  Chapter  29  of  the  Internal  Revenue  Code  is 
amended  by  inserting  after  section  3405  the  following  new  section : 

“SEC.  3406.  EXCISE  TAXES  IMPOSED  BY  THE  REVENUE  ACT  OF  1941. 

“(a)  Imposition. — There  shall  be  imposed  on  the  following  articles, 
sold  by  the  manufacturer,  producer,  or  importer,  a  tax  equivalent  to 
the  rate,  on  the  price  for  which  sold,  set  forth  in  the  following  para¬ 
graphs  (including  in  each  case  parts  or  accessories  of  such  articles 
sold  on  or  in  connection  therewith,  or  with  the  sale  thereof)  : 

“(1)  Sporting  goods. — Badminton  nets;  badminton  rackets 
(measuring  22  inches  over-&ll  or  more  in  length)  ;  badminton 
racket  frames  (measuring  22  inches  over-all  or  more  in  length)  ; 
badminton  racket  string;  badminton  shuttlecocks,  badminton 
standards;  baseballs;  baseball  bats  (measuring  26  inches  or  more 
in  length)  ;  baseball  body  protectors  and  shin  guards;  baseball 
gloves  and  mitts;  baseball  masks;  basketballs;  billiard  and  pool 
tables  (measuring  45  inches  over-all  or  more  in  length)  ;  billiard 
and  pool  balls  and  cues  for  such  tables;  bowling  balls  and  pins; 
boxing  gloves,  masks,  head  guards,  and  ear  guards;  clay 
pigeons;  cricket  balls;  cricket  bats;  croquet  balls  and  mallets; 
curling  stones;  deck  tennis  rings,  nets,  and  posts;  fencing 
equipment;  fishing  rods,  creels,  reels,  and  artificial  lures, 
baits,  and  flies;  footballs;  football  harness;  football  helmets; 
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golf  bags  (measuring  26  inches  or  more  in  length)  ;  golf 
balls;  golf  clubs  (measuring  30  inches  or  more  in  length) ;  gym¬ 
nasium  equipment  and  apparatus;  hockey  balls;  hockey  pucks; 
hockey  sticks  (measuring  30  inches  or  more  in  length)  ;  indoor 
baseballs;  indoor  baseball  bats  (measuring  26  inches  or  more  in 
length)  ;  indoor  baseball  gloves  and  mitts;  lacrosse  balls;  lacrosse 
sticks;  mass  balls;  polo  balls;  polo  mallets;  push  balls;  skates; 
skis;  ski  poles;  snow  shoes;  snow  toboggans  and  sleds;  soccer 
balls;  softball  balls;  softball  bats  (measuring  26  inches  or  more 
in  length)  ;  softball  gloves  and  mitts;  squash  balls ;  squash  rackets 
(measuring  22  inches  over-all  or  more  in  length)  ;  squash  racket 
frames  (measuring  22  inches  over-all  or  more  in  length)  ;  squash 
racket  string;  tennis  balls;  table  tennis  tables,  balls,  nets,  and 
paddles;  tennis  nets;  tennis  rackets  (measuring  22  inches  over-all 
or  more  in  length)  ;  tennis  racket  frames  (measuring  22  inches 
over-all  or  more  in  length)  ;  tennis  racket  string;  track  hurdles; 
traps  for  throwing  clay  pigeons;  vaulting  poles,  cross  bars,  and 
standards;  volley  balls,  nets,  and  standards;  water  polo  balls 
and  goals ;  and  wrestling  head  harness ;  10  per  centum. 

“(2)  Luggage. — Trunks,  valises,  traveling  bags,  suitcases,  hat 
boxes  for  use  by  travelers,  fitted  toilet  cases  (not  including 
contents) ,  and  other  traveler’s  luggage,  and  leather  and  imitation 
leather  brief  cases,  10  per  centum. 

“(3)  Electric,  gas,  and  oil  appliances. — Electric  direct  motor- 
driven  fans  and  air  circulators;  electric,  gas,  or  oil  water  heaters; 
electric  flat  irons;  electric  air  heaters  (not  including  furnaces)  ; 
electric  immersion  heaters;  electric  heating  pads  and  blankets; 
electric,  gas,  or  oil  appliances  of  the  type  used  for  cooking, 
warming,  or  keeping  warm  food  or  beverages  for  consumption 
on  the  premises;  electric  mixers,  whippers,  and  juicers;  and 
household  type  electric  vacuum  cleaners;  10  per  centum. 

“(4)  Photographic  apparatus. — Cameras  and  lenses;  unex¬ 
posed  photographic  films  (including  motion  picture  films  but  not 
including  X-ray  film),  photographic  plates  and  sensitized  paper; 
photographic  apparatus  and  equipment;  and  any  apparatus  or 
equipment  designed  especially  for  use  in  the  taking  of  photo¬ 
graphs  or  motion  pictures  or  in  the  developing,  printing,  or 
enlarging  of  photographs  or  motion  picture  films ;  10  per  centum. 

“(5)  Electric  signs. — Neon-tube  signs,  electric  signs,  and 
electric  advertising  devices,  10  per  centum. 

“(6)  Business  and  store  machines. — Adding  machines, 
addressing  machines,  autographic  registers,  bank  proof  machines, 
billing  machines,  bookkeeping  machines,  calculating  machines, 
card  punching  machines,  cash  registers,  change  making  machines, 
check  writing  machines,  check  signing  machines,  check  canceling 
machines,  check  perforating  machines,  check  cutting  machines, 
check  dating  machines,  other  check  protector  machine  devices, 
computing  machines,  coin  counters,  dictographs,  dictating 
machine  record  shaving  machines,  dictating  machines,  duplicating 
machines,  embossing  machines,  envelope  opening  machines,  eras¬ 
ing  machines,  folding  machines,  fanfold  machines,  fare  registers, 
fare  boxes,  listing  machines,  Ime-a-time  and  similar  machines, 
mailing  machines,  multigraph  machines,  multigraph  typesetting 
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machines,  multigraph  type  justifying  machines,  numbering 
machines,  portable  paper  fastening  machines,  pay  roll  machines, 
pencil  sharpeners,  postal  permit  mailing  machines,  punch  card 
machines,  sorting  machines,  stencil  cutting  machines,  shorthand 
writing  machines,  sealing  machines,  tabulating  machines,  ticket 
counting  machines,  ticket  issuing  machines,  typewriters,  tran¬ 
scribing  machines,  time  recording  devices,  and  combinations  of 
any  of  the  foregoing,  10  per  centum. 

“(7)  Rubber  articles. — Articles  of  which  rubber  is  the  com¬ 
ponent  material  of  chief  weight,  10  per  centum.  The  tax  imposed 
under  this  paragraph  shall  not  be  applicable  to  footwear,  articles 
designed  especially  for  hospital  or  surgical  use,  or  articles  taxable 
under  any  other  provision  of  this  chapter. 

“(8)  Washing  machines. — Washing  machines  of  the  kind 
used  in  commercial  laundries,  10  per  centum.  No  tax  shall  be 
imposed  under  this  paragraph  on  washing  machines  of  the  house¬ 
hold  type. 

“(9)  Optical  equipment. — Refract ometers ;  spectrometers; 
spectroscopes ;  colorimeters;  polariscopes ;  optical  measuring  in¬ 
struments;  telescopic  sights;  projection  lenses  and  prisms;  optical 
machinery;  microscopes;  telescopes;  photo-micro  and  micro-pro¬ 
jection  apparatus;  fire  control  optical  instruments;  and  search¬ 
light  mirrors  and  reflectors;  10  per  centum. 

“(10)  Electric  light  bulbs  and  tubes. — Electric  light  bulbs 
and  tubes,  not  including  articles  taxable  under  any  other  provi¬ 
sion  of  this  subchapter,  5  per  centum. 

“(b)  Exemption  if  Article  Taxable  as  Jewelry. — No  tax  shall  be 
imposed  under  this  section  on  any  article  taxable  under  section  2400 
(relating  to  jewelry  tax). 

“(c)  Effective  Date. — This  section  shall  take  effect  on  October  1, 
1941.” 

SEC.  552.  NEW  RETAILERS’  EXCISE  TAXES. 

(a)  Imposition  op  Tax. — The  Internal  Revenue  Code  is  amended 
by  adding  after  chapter  18  the  following  new  chapter: 

“CHAPTER  19— RETAILERS’  EXCISE  TAXES 

“SEC.  2400.  TAX  ON  JEWELRY,  ETC. 

“There  is  hereby  imposed  upon  the  following  articles  sold  at  retail 
a  tax  equivalent  to  10  per  centum  of  the  price  for  which  so  sold: 
All  articles  commonly  or  commercially  known  as  jewelry,  whether 
real  or  imitation ;  pearls,  precious  and  semi-precious  stones,  and  imi¬ 
tations  thereof;  articles  made  of,  or  ornamented,  mounted  or  fitted 
with,  precious  metals  or  imitations  thereof;  watches  and  clocks  and 
cases  and  movements  therefor;  gold,  gold-plated,  silver,  silver-plated 
or  sterling  flatware  or  hollow  ware;  opera  glasses;  lorgnettes;  marine 
glasses;  field  glasses;  and  binoculars.  The  tax  imposed  by  this  sec¬ 
tion  shall  not  apply  to  any  article  used  for  religious  purposes,  to 
surgical  instruments,  or  to  frames  or  mountings  for  spectacles  or 
eyeglasses,  or  to  a  fountain  pen  if  the  only  parts  of  the  pen  which 
consist  of  precious  metals  are  essential  parts  not  used  for  ornamental 
purposes. 
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“SEC.  2401.  TAX  ON  FURS. 

“There  is  hereby  imposed  upon  the  following  articles  sold  at  retail 
a  tax  equivalent  to  10  per  centum  of  the  price  for  which  so  sold : 
Articles  made  of  fur  on  the  hide  or  pelt,  and  articles  of  which  such 
fur  is  the  component  material  of  chief  value. 

“SEC.  2402.  TAX  ON  TOILET  PREPARATIONS. 

“(a)  Tax. — There  is  hereby  imposed  upon  the  following  articles 
sold  at  retail  a  tax  equivalent  to  10  per  centum  of  the  price  for  which 
so  sold :  Perfumes,  essences,  extracts,  toilet  waters,  cosmetics,  petro¬ 
leum  jellies,  hair  oils,  pomades,  hair  dressings,  hair  restoratives,  hair 
dyes,  aromatic  cachous,  toilet  powders,  and  any  similar  substance, 
article,  or  preparation,  by  whatsoever  name  known  or  distinguished ; 
any  of  the  above  which  are  used  or  applied  or  intended  to  be  used 
or  applied  for  toilet  purposes. 

“(b)  Beauty  Parlors,  Etc. — For  the  purposes  of  subsection  (a) 
the  sale  of  any  article  described  in  subsection  (a)  to  any  person  oper¬ 
ating  a  barber  shop,  beauty  parlor,  or  similar  establishment  shall  be 
considered  a.  sale  at  retail;  resale  by  such  person  shall  be  subject  to 
tax  as  a  sale  at  retail,  but  there  shall  be  credited  against  the  tax 
payable  by  such  person  with  respect  to  such  resale  the  amount  of  tax 
paid  on  the  sale  to  such  person. 

“SEC.  2403.  RETURN  AND  PAYMENT  OF  RETAILERS’  EXCISE  TAXES. 

“(a)  Every  person  who  sells  at  retail  any  article  taxable  under 
this  chapter  shall  make  monthly  returns  under  oath  in  duplicate  and 
pay  the  taxes  imposed  by  this  chapter  to  the  collector  for  the  dis¬ 
trict  in  which  is  located  his  principal  place  of  business  or,  if  he  has 
no  principal  place  of  business  in  the  United  States,  then  to  the  col¬ 
lector  at  Baltimore,  Maryland.  Such  returns  shall  contain  such 
information  and  be  made  at.  such  times  and  in  such  manner  as  the 
Commissioner,  with  the  approval  of  the  Secretary,  may  by  regulations 
prescribe. 

“(b)  The  tax  shall,  without  assessment  by  the  Commissioner  or 
notice  from  the  collector,  be  due  and  payable  to  the  collector  at  the 
time  so  fixed  for  filing  the  return.  If  the  tax  is  not  paid  when 
due,  there  shall  be  added  as  part  of  the  tax  interest  at  the  rate  of 
6  per  centum  per  annum  from  the  time  when  the  tax  became  due 
until  paid. 

“(c)  In  determining,  for  the  purposes  of  this  chapter,  the  price 
for  which  an  article  is  sold,  there  shall  be  included  any  charge  for 
coverings  and  containers  of  whatever  nature,  and  any  charge  inci¬ 
dent  to  placing  the  article  in  condition  packed  ready  for  shipment, 
but  there  shall  be  excluded  the  amount  of  tax  imposed  by  this  chapter, 
whether  or  not  stated  as  a  separate  charge.  A  transportation, 
delivery,  insurance,  installation,  or  other  charge  (not  required  by  the 
foregoing  sentence  to  be  included)  shall  be  excluded  from  the  price 
only  if  the  amount  thereof  is  established  to  the  satisfaction  of  the 
Commissioner,  in  accordance  with  the  regulations.  There  shall  also 
be  excluded,  if  stated  as  a  separate  charge,  the  amount  of  any  retail 
sales  tax  imposed  by  any  State  or  Territory  or  political  subdivision 
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of  the  foregoing,  or  the  District  of  Columbia,  whether  the  liability 
for  such  tax  is  imposed  on  the  vendor  or  the  vendee. 

“SEC.  2404.  DEFINITION  OF  SALE. 

“For  the  purposes  of  this  chapter,  the  lease  of  an  article  shall  be 
considered  the  sale  of  such  article. 

“SEC.  2405.  LEASES,  CONDITIONAL  SALES,  ETC. 

“In  the  case  of  (a)  a  lease,  (b)  a  contract  for  the  sale  of  an  article 
wherein  it  is  provided  that  the  price  shall  be  paid  by  installments 
and  title  to  the  article  sold  does  not  pass  until  a  future  date  notwith¬ 
standing  partial  payment  by  installments,  or  (c)  a  conditional  sale, 
there  shall  be  paid  upon  each  payment  with  respect  to  the  article 
that  portion  of  the  total  tax  which  is  proportionate  to  the  portion  of 
the  total  amount  to  be  paid  represented  by  such  payment.  No  tax 
shall  be  imposed  under  this  chapter  on  the  sale  of  any  article  tax¬ 
able  under  section  2400  or  section  2401  if  with  respect  to  such  article 
the  lease,  contract  for  sale,  or  conditional  sale  was  made,  delivery 
thereunder  was  made,  and  a  part  of  the  consideration  was  paid,  before 
October  1,  1941. 

“SEC.  2406.  TAX-FREE  SALES. 

“Under  regulations  prescribed  by  the  Commissioner  with  the 
approval  of  the  Secretary,  no  tax  under  this  chapter  shall  be  imposed 
with  respect  to  the  sale  of  any  article — 

“(a)  for  the  exclusive  use  of  the  United  States,  any  State,  Ter¬ 
ritory  of  the  United  States,  or  any  political  subdivision  of  the 
foregoing,  or  the  District  of  Columbia; 

“(b)  for  export,  or  for  shipment  to  a  possession  of  the  United 
States,  and  in  due  course  so  exported  or  shipped. 

“SEC.  2407.  CREDITS  AND  REFUNDS. 

“(a)  A  credit  against  tax  under  this  chapter,  or  a  refund,  may  be 
allowed  with  respect  to  an  article,  when  the  price  on  which  the  tax 
was  based  is  readjusted  by  reason  of  return  or  repossession  of  the 
article,  or  by  a  bona  fide  discount,  rebate,  or  allowance,  in  the  amount 
of  that  part  of  the  tax  proportionate  to  the  part  of  the  price  which 
is  refunded  or  credited. 

“(b)  No  overpayment  of  tax  under  this  chapter  shall  be  credited 
or  refunded,  in  pursuance  of  a  court  decision  or  otherwise,  unless  the 
person  who  paid  the  tax  establishes,  in  accordance  with  regulations 
prescribed  by  the  Commissioner  with  the  approval  of  the  Secretary, 
(1)  that  he  has  not  included  the  tax  in  the  price  of  the  article  with 
respect  to  which  it  was  imposed,  or  collected  the  amount  of  tax  from 
the  purchaser,  or  (2)  that  he  has  repaid  the  amount  of  the  tax  to  the 
purchaser  of  the  article,  or  unless  he  files  with  the  Commissioner 
written  consent  of  such  purchaser  to  the  allowance  of  the  credit  or 
refund. 

“SEC.  2408.  APPLICABILITY  OF  ADMINISTRATIVE  PROVISIONS. 

“All  provisions  of  law  (including  penalties)  applicable  in  respect 
of  the  taxes  imposed  by  section  2700  shall,  insofar  as  applicable  and 
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not  inconsistent  with  this  chapter,  be  applicable  in  respect  of  the 
taxes  imposed  by  this  chapter. 

“SEC.  2409.  PENALTY  FOR  REPRESENTATION  THAT  TAX  IS  NOT 
PASSED  ON. 

“Whoever  in  connection  with  the  sale  or  lease,  or  offer  for  sale  or 
lease,  of  any  article  taxable  under  this  chapter,  makes  any  statement, 
written  or  oral,  in  advertisement  or  otherwise,  intended  or  calculated 
to  lead  any  person  to  believe  that  the  price  of  the  article  does  not 
include  the  tax  imposed  by  this  chapter,  shall  on  conviction  thereof 
be  punished  by  a  fine  of  not  more  than  $1,000. 

“SEC.  2410.  RULES  AND  REGULATIONS. 

“The  Commissioner,  with  the  approval  of  the  Secretary,  shall  pre¬ 
scribe  and  publish  all  needful  rules  and  regulations  for  the  enforce¬ 
ment  of  this  chapter. 

“SEC.  2411.  EFFECTIVE  DATE. 

“This  chapter  shall  be  effective  on  and  after  October  1,  1941.” 

(b)  Termination  of  Manufacturers’  Tax  on  Toilet  Prepara¬ 
tions. — The  tax  imposed  by  section  3401  of  the  Internal  Revenue  Code 
shall  not  apply  to  articles  sold  on  or  after  October  1, 1941. 

SEC.  553.  ADMINISTRATIVE  CHANGES  IN  MANUFACTURERS’  EXCISE 
TAX  TITLE  OF  CODE. 

(a)  Leases. — Section  3440  of  the  Internal  Revenue  Code  is  amended 
to  read  as  follows : 

“SEC.  3440.  DEFINITION  OF  SALE. 

“For  the  purposes  of  this  chapter  the  lease  of  an  article  (including 
any  renewal  or  any  extension  of  a  lease  or  any  subsequent  lease  of 
such  article)  by  the  manufacturer,  producer,  or  importer  shall  be 
considered  a  taxable  sale  of  such  article.” 

(b)  Existing  Contracts. — Chapter  29  of  the  Internal  Revenue 
Code  is  amended  by  adding  at  the  end  thereof  the  following  new  1 
section : 

“SEC.  3453.  EXISTING  CONTRACTS. 

“(a)  Tax  Payable  by  Vendee. — If  (1)  any  person  has,  prior  to 
the  effective  date  of  Part  V  of  Title  V  of  the  Revenue  Act  of  1941, 
made  a  bona  fide  contract  for  the  sale  on  or  after  such  date,  of  any 
article  with  respect  to  the  sale  of  which  a  tax  is  imposed  by  that  Act 
or  an  existing  rate  of  tax  is  increased  by  that  Act,  and  (2)  such 
contract  does  not  permit  the  adding  to  the  amount  to  be  paid  under 
such  contract  of  the  whole  of  such  tax  or  increased  rate  of  tax,  then 
(unless  the  contract  prohibits  such  addition)  the  vendee  shall,  in  lieu 
of  the  vendor,  pay  so  much  of  the  tax  as  is  not  so  permitted  to 
be  added  to  the  contract  price. 

“(b)  Tax  Paid  to  Vendor. — Taxes  payable  by  the  vendee  shall  be 
paid  to  the  vendor  at  the  time  the  sale  is  consummated,  and  shall 
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be  collected  and  paid  to  the  United  States  by  the  vendor  in  the  same 
manner  as  provided  in  section  3467.  In  case  of  failure  or  refusal  by 
the  vendee  to  pay  such  taxes  to  the  vendor,  the  vendor  shall  report 
the  facts  to  the  Commissioner  who  shall  cause  collection  of  such  taxes 
to  be  made  from  the  vendee.” 

(c)  Unexposed  Motion  Picture  Films. — Section  3443  (a)  (3)  (A) 
of  the  Internal  Revenue  Code  (relating  to  credits  or  refunds  of  tax 
to  manufacturer)  is  amended  by  inserting  at  the  end  thereof  the 
following  new  clause : 

“(v)  in  the  case  of  unexposed  motion  picture  films, 
used  or  resold  for  use  in  the  making  of  news  reel 
motion  picture  films.” 

(d)  Credits,  and  Tax  Free  Sales  of  Automobile  Radios. — Section 
3442,  section  3443  (a)  (1),  and  section  3444  (a)  (1)  and  (2)  of  the 
Internal  Revenue  Code  (relating  to  tax  in  case  of  sale  of  tires  to 
manufacturers  of  automobiles,  etc.,  and  credit  on  sale)  are  amended 
by  striking  out  “tires  or  inner  tubes”  wherever  appearing  therein  and 
inserting  “tires,  inner  tubes,  or  automobile  radios  taxable  under  section 
3404”;  and  by  striking  out  “tire  or  inner  tube”  wherever  appearing 
therein  and  inserting  “tire,  inner  tube,  or  automobile  radio  taxable 
under  section  3404”.  Section  3403  (e)  of  the  Internal  Revenue  Code, 
as  amended  by  this  Act,  is  further  amended  by  striking  out  “tires  and 
inner  tubes”  where  the  phrase  appears  the  first  time  and  inserting 
“tires,  inner  tubes,  or  automobile  radios”;  paragraph  (1)  of  subsec¬ 
tion  (e)  of  such  section  is  amended  by  inserting  before  the  semicolon 
“or,  in  the  case  of  automobile  radios,  if  such  radios  were  taxable 
under  section  3404”;  paragraph  (2)  of  subsection  (e)  of  such  section 
is  amended  by  striking  out  “tires  or  inner  tubes”  wherever  such 
phrase  appears  and  inserting  “tires,  inner  tubes,  or  automobile  radios”. 

SEC.  554.  TRANSPORTATION  OF  PERSONS,  ETC. 

(a)  The  heading  of  subchapter  C  is  amended  to  read  as  follows: 

“SUBCHAPTER  I)— ADMINISTRATIVE  PROVISIONS”. 

(b)  Chapter  30  of  the  Internal  Revenue  Code  is  amended  by  insert¬ 
ing  after  section  3468  the  following  new  subchapter : 

“SUBCHAPTER  C— TRANSPORTATION  OF  PERSONS 

“SEC.  3469.  TAX  ON  TRANSPORTATION  OF  PERSONS,  ETC. 

“(a)  Transportation. — There  shall  be  imposed  upon  the  amount 
paid  within  the  United  States,  on  or  after  October  10,  1941,  for  the 
transportation,  on  or  after  such  effective  date,  of  persons  by  rail, 
motor  vehicle,  water,  or  air,  within  or  without  the  United  States,  a 
tax  equal  to  5  per  centum  of  the  amount  so  paid.  Such  tax  shall 
apply  to  transportation  by  motor  vehicles  having  a  passenger  seating 
capacity  of  less  than  ten  adult  passengers,  including  the  driver,  only 
when  such  vehicle  is  operated  on  an  established  line. 

“(b)  Exemption  of  Certain  Trips. — The  tax  imposed  by  subsec¬ 
tion  (a)  shall  not  apply  to  amounts  paid  for  transportation  which 
do  not  exceed  35  cents,  to  amounts  paid  for  commutation  or  season 
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tickets  for  single  trips  of  less  than  thirty  miles,  or  to  amounts  paid 
for  commutation  tickets  for  one  month  or  less. 

“(c)  Seats,  Berths,  Etc. — There  shall  be  imposed  upon  the 
amount  paid  within  the  United  States  for  seating  or  sleeping  accom¬ 
modations  in  connection  with  transportation  with  respect  to  which 
a  tax  is  imposed  by  subsection  (a)  a  tax  equivalent  to  5  per  centum 
of  the  amount  so  paid. 

“(d)  Returns  and  Payment. — The  taxes  imposed  by  this  section 
shall  be  paid  by  the  person  making  the  payment  subject  to  the  tax. 
Each  person  receiving  any  payment  specified  in  subsection  (a)  or 
(c)  shall  collect  the  amount  of  the  tax  imposed  from  the  person 
making  such  payment,  and  shall,  on  or  before  the  last  day  of  each 
month,  make  a  return,  under  oath,  for  the  preceding  month,  and  pay 
the  taxes  so  collected  to  the  collector  in  the  district  in  which  his  prin¬ 
cipal  place  of  business  is  located,  or  if  he  has  no  principal  place  of 
business  in  the  United  States,  to  the  collector  at  Baltimore,  Maryland. 
Such  returns  shall  contain  such  information  and  be  made  in  such  , 
manner  as  the  Commissioner  with  the  approval  of  the  Secretary  may  * 
by  regulations  prescribe. 

“(e)  Extensions  of  Time. — The  Commissioner  may  extend  the 
time  for  making  returns  and  paying  the  taxes  collected,  under  such 
rules  and  regulations  as  he  shall  prescribe  with  the  approval  of  the 
Secretary,  but  no  such  extension  shall  be  for  more  than  ninety  days. 

“(f)  Exemptions. — 

“  ( 1 )  Governmental  exemption. — The  tax  imposed  by  this  sec¬ 
tion  shall  not  apply  to  the  payment  for  transportation  or  facili¬ 
ties  furnished  to  the  United  States,  or  to  any  State  or  Territory, 
or  political  subdivision  thereof,  or  the  District  of  Columbia. 

“(2)  Exemption  of  members  of  military  and  naval  service. — 
The  tax  imposed  by  this  section  shall  not  apply  to  the  payment 
for  transportation  or  facilities  furnished  under  special  tariffs 
providing  for  fares  of  not  more  than  1%  cents  per  mile  applica¬ 
ble  to  round  trip  tickets  sold  to  personnel  of  the  United  States 
Army,  Navy,  Marine  Corps,  and  Coast  Guard  traveling  in  uni¬ 
form  of  the  United  States  at  their  own  expense  when  on  official 
leave,  furlough,  or  pass,  including  authorized  cadets  and  mid¬ 
shipmen,  issued  on  presentation  of  properly  executed  certificate.”  j! 

(c)  Stamp  Tax  on  Passage  Tickets  Not  to  Apply. — No  tax  shall 
be  imposed  under  chapter  11  of  the  Internal  Revenue  Code  on  a 
ticket  sold  or  issued  for  passage  the  amount  paid  for  which  is  taxable 
under  section  3469  of  the  Internal  Revenue  Code. 

(d)  Technical  Amendments. — 

(1)  Section  55  (a)  (2)  of  the  Internal  Revenue  Code  is 
amended  by  striking  out  “subchapters  A  and  B  of”. 

(2)  Section  3471  (a)  and  (c)  are  amended  by  inserting  after 
“subchapter  B”  wherever  occurring  therein  “or  subchapter  C”. 

(3)  Section  3472  of  the  Internal  Revenue  Code  is  amended  by 
striking  out  “of  subchapters  A  and  B”. 

SEC.  555.  COIN-OPERATED  AMUSEMENT  AND  GAMING  DEVICES. 

Subchapter  A  of  chapter  27  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new  part: 
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“Part  IX — Coin-Operated  Amusement  and  Gaming  Devices 

“SEC.  3267.  TAX  ON  COIN-OPERATED  AMUSEMENT  AND  GAMING 
DEVICES. 

“(a)  Rate. — Every  person  who  maintains  for  use  or  permits  the 
use  of,  on  any  place  or  premises  occupied  by  him,  a  coin-operated 
amusement  or  gaming  device  shall  pay  a  special  tax  as  follows: 

“(1)  $10  per  year  in  the  case  of  a  device  defined  in  clause  (1)  of 
subsection  ( b)  ; 

“(2)  $50  per  year,  in  the  case  of  a  device  defined  in  clause  (2) 
of  subsection  (b)  ;  and 

“(3)  $10  or  $50,  as  the  case  may  be,  for  each  additional  device 
so  maintained  or  the  use  of  which  is  so  permitted.  If  one  such 
device  is  replaced  by  another,  such  other  device  shall  not  be  con¬ 
sidered  an  additional  device. 

“(b)  Definition. — As  used  in  this  part  the  term  ‘coin-operated 
amusement  and  gaming  devices’  means  (1)  so-called  ‘pin-ball’  and 
other  similar  amusement  machines,  operated  by  means  of  the  insertion 
of  a  coin,  token,  or  similar  object,  and  (2)  so-called  ‘slot’  machines 
which  operate  by  means  of  insertion  of  a  coin,  token,  or  similar  object 
and  which,  by  application  of  the  element  of  chance,  may  deliver,  or 
entitle  the  person  playing  or  operating  the  machine  to  receive,  cash, 
premiums,  merchandise,  or  tokens.  The  term  does  not  include  bona 
fide  vending  machines  in  which  are  not  incorporated  gaming  or 
amusement  features. 

“(c)  Applicability  of  Administrative  Provisions. — An  operator 
of  a  place  or  premises  who  maintains  for  use  or  permits  the  use 
of  any  coin-operated  device  shall  be  considered,  for  the  purposes  of 
subchapter  B,  to  be  engaged  in  a  trade  or  business  in  respect  of  each 
such  device. 

“(d)  Effective  Date  of  Tax. — With  respect  to  the  year  ending 
June  30,  1942,  no  tax  shall  be  payable  under  this  part  for  any  period 
prior  to  October  1,  1941.” 

SEC.  556.  BOWLING  ALLEYS,  ETC. 

Subchapter  A  of  chapter  27  of  the  Internal  Revenue  Code  is 
amended  by  adding  at  the  end  thereof  the  following  new  part : 

“Part  X — Bowling  Alleys,  and  Billiard  and  Pool  Tables 

“SEC.  3268.  TAX  ON  BOWLING  ALLEYS,  AND  BILLIARD  AND  POOL 
TABLES. 

“(a)  Rate. — Every  person  who  operates  a  bowling  alley,  billiard 
room,  or  pool  room  shall  pay  a  special  tax  of  $10  per  year  for  each 
bowling  alley,  billiard  table,  or  pool  table.  Every  building  or  place 
where  bowls  are  thrown  or  where  games  of  billiards  or  pool  are  played, 
except  in  private  homes,  shall  be  regarded  as  a  bowling  alley,  billiard 
room,  or  pool  room,  respectively. 

“(b)  Effective  Date  of  Tax. — With  respect  to  the  year  ending 
June  30,  1942,  no  tax  shall  be  payable  under  this  part  for  any  period 
prior  to  October  1,  1941.” 
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SEC.  557.  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

The  Internal  Revenue  Code  is  amended  by  inserting  after  chapter 
33  the  following  new  chapter : 

“CHAPTER  33A— USE  OF  MOTOR  VEHICLES  AND 

BOATS 

“SEC.  3540.  TAX  ON  USE  OF  MOTOR  VEHICLES  AND  BOATS. 

“(a)  Imposition  of  Tax. — There  shall  be  imposed  upon  the  use  of 
motor  vehicles  and  boats  a  tax,  with  respect  to  each  year  in  which  such 
use  occurs,  at  the  following  rates: 

“(1)  Motor  vehicles — $5. 

“(2)  Boats. — 

“Over-all  length  16  feet  or  over  but  not  over  28  feet,  $5. 

“Over-all  length  over  28  feet  but  not  over  50  feet,  $10. 

“Over-all  length  over  50  feet  but  not  over  100  feet,  $40. 

“Over-all  length  over  100  feet  but  not  over  150  feet,  $100.  I 

“Over-all  length  over  150  feet  but  not  over  200  feet,  $150. 

“Over-all  length  over  200  feet,  $200. 

Such  tax,  in  the  case  of  a  motor  vehicle,  shall  be  paid  by  the  person 
in  whose  name  the  motor  vehicle  is,  or  is  required  to  be,  registered 
under  the'  law  of  the  State,  Territory,  or  the  District  of  Columbia  in 
which  such  motor  vehicle  is,  or  is  required  to  be,  registered.  Such 
tax,  in  the  case  of  a  boat,  shall  be  paid  by  the  owner  of  the  boat.  The 
tax  imposed  by  this  section  shall  not  apply  to  any  use  before  February 
1,  1942,  and  use  before  such  date  shall  not  be  considered  to  be  use 
within  the  meaning  of  this  section. 

“(b)  Definitions. — For  the  purposes  of  this  section — 

“(1)  The  term  ‘year’  means  the  year  beginning  July  1. 

“(2)  The  term  ‘motor  vehicle’  means  all  motor  vehicles  of  the 
kind  chiefly  used  for  highway  transportation. 

“(3)  The  term  ‘boat’  means  all  boats  propelled  by  machinery, 
sail,  or  both,  measuring  sixteen  feet  or  more  in  over-all  length, 
owned  by  a  citizen  or  resident  of  the  United  States.  Such  term 
does  not  include  boats  used  chiefly  for  trade,  or  commercial  fishing, 
or  boats  used  without  profit  by  any  benevolent,  charitable,  or 
religious  organization  exclusively  for  furnishing  aid,  comfort,  or  { 
relief  to  seamen,  or  boats  used  by  the  sea  scouts  department  of 
the  Boy  Scouts  of  America  chiefly  for  training  scouts  in  sea¬ 
manship. 

“(4)  The  term  ‘use’  in  the  case  of  the  use  of  a  motor  vehicle 
means  use  on  the  public  highways. 

“  (c)  Proration  of  Tax. — If  in  any  year  the  first  use  of  the  motor 
vehicle  or  boat  is  after  July  31  the  tax  shall  be  reckoned  propor¬ 
tionately  from  the  first  day  of  the  month  in  which  such  use  occurs 
to  and  including  the  30th  day  of  June  following. 

“(d)  One  Payment  Per  Year. — If  the  tax  imposed  by  this  section 
is  paid  with  respect  to  any  motor  vehicle  or  boat  for  any  year  no 
further  tax  shall  be  imposed  for  such  year  with  respect  to  such  motor 
vehicle  or  boat. 

“(e)  Evidence  of  Tax  Payment. — The  payment  of  the  tax  im¬ 
posed  by  this  section  shall  be  evidenced  by  such  suitable  stamp,  sticker, 
or  tag  of  such  form,  which  shall  be  affixed  to  the  motor  vehicle  or 
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boat  in  such  manner,  as  the  Commissioner,  with  the  approval  of  the 
Secretary,  may  by  regulations  prescribe. 

“(f)  Manner  of  Collection. — The  place,  time,  and  manner  of 
making  payment  of  the  tax,  and  of  furnishing  such  stamp,  sticker, 
or  tag  shall  be  such  as  may  be  provided  in  regulations  prescribed  by 
the  Commissioner  with  the  approval  of  the  Secretary. 

“(g)  Cooperation  of  Post  Office  Department. — The  Commis¬ 
sioner  shall  furnish  to  the  Postmaster  General  without  prepayment 
a  suitable  quantity  of  stamps,  stickers,  or  tags  to  be  distributed  to 
and  kept  on  sale  by  postmasters  in  the  United  States.  The  Post¬ 
master  General  may  require  each  such  postmaster  to  give  additional 
or  increased  bond  as  postmaster  for  the  value  of  the  stamps,  stickers, 
or  tags  furnished  to  him,  and  each  such  postmaster  shall  deposit  the 
receipts  from  the  sale  of  such  stamps,  stickers,  or  tags  to  the  credit 
of  and  render  accounts  to  the  Postmaster  General  at  such  times  and 
in  such  form  as  he  may  by  regulations  prescribe.  The  Postmaster 
General  shall  at  least  once  monthly  transfer  all  collections  fi'om  this 
source  to  the  Treasury  as  internal-revenue  collections.  The  Post¬ 
master  General  is  authorized  to  cooperate  to  the  fullest  extent  possible 
with  the  Commissioner  in  the  sale  of  such  stamps,  stickers,  or  tags 
and  in  forwarding  to  the  Commissioner  or  to  the  collector  of  internal 
revenue  such  blanks  or  forms  as  the  Commissioner  may  determine 
necessary  to  the  collection  of  the  tax.  There  are  authorized  to  be 
appropriated  such  sums  as  may  be  necessary  to  enable  the  Secretary 
of  the  Treasury  to  advance  from  time  to  time  to  the  Postmaster 
General  such  sums  as  the  Postmaster  General  may  show  shall  be 
required  for  the  expenses  of  the  Post  Office  Department  in  performing 
in  the  District  of  Columbia  and  elsewhere  all  services  required  by 
this  section. 

“(h)  Sale  of  Stamps  by  Private  Persons. — If  the  Commissioner 
provides  for  the  sale  of  stamps,  stickers,  or  tags  by  persons  not  officers 
or  employees  of  the  United  States  he  may  require  bond,  with  suffi¬ 
cient  sureties,  in  a  sum  to  be  fixed  by  the  Commissioner,  conditioned 
for  the  faithful  return,  whenever  required,  of  all  quantities  or 
amounts  undisposed  of,  and  for  the  payment  for,  all  quantities  or 
amounts  sold  or  not  remaining  on  hand.  The  Commissioner,  with  the 
approval  of  the  Secretary,  may  from  time  to  time  make  such  regula¬ 
tions  as  he  may  find  necessary  to  insure  the  safekeeping  or  prevention 
of  illegal  use  of  all  such  stamps,  stickers,  or  tags. 

“(i)  Penalties  for  Unlawful  Use. — Any  person  liable  for  the  tax 
under  this  section  who  uses  or  permits  the  use  of  the  motor  vehicle 
or  boat  before  tax  has  been  paid  shall  be  guilty  of  a  misdemeanor 
and  upon  conviction  thereof  shall  be  fined  not  more  than  $25  or 
imprisoned  for  not  more  than  thirty  days,  or  both.  Any  person  who 
uses  or  operates  a  motor  vehicle  or  boat  at  a  time  when  the  stamp, 
sticker,  or  tag  does  not  appear  on  the  motor  vehicle  or  boat  in  the 
manner  provided  in  the  regulations  prescribed  under  subsection  (e) 
or  (f)  shall  lie  guilty  of  a  misdemeanor  and  upon  conviction  thereof 
shall  be  fined  not  more  than  $25. 

“(j)  Exempt  Uses. — The  tax  imposed  by  this  section  shall  not 
apply  to  the  use  of  a  motor  vehicle  or  boat  by  the  United  States,  a 
State,  Territory,  the  District,  of  Columbia,  or  a  political  subdivision 
of  any  of  the  foregoing.” 
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SEC.  558.  EFFECTIVE  DATE  OF  PART  V. 

This  part  shall  take  effect  on  October  1, 1941. 

Part  VI— Processing  Tax  on  Certain  Oils 

SEC.  561.  PAYMENT  OF  PROCEEDS  OF  PROCESSING  TAX  TO  GUAM 
AND  AMERICAN  SAMOA. 

(a)  Payment  to  Possessions. — Chapter  21  of  the  Internal  Revenue 
Code  (relating  to  processing  tax  on  oils)  is  amended  by  adding  at 
the  end  thereof  the  following  new  section  : 

“Sec.  2483.  All  taxes  collected  under  this  chapter  with  respect  to 
coconut  oil  wholly  of  the  production  of  Guam  or  American  Samoa 
or  produced  from  materials  wholly  of  the  growth  or  production  of 
Guam  or  American  Samoa,  shall  be  held  as  separate  funds  and  paid 
to  the  Treasury  of  Guam  or  American  Samoa,  respectively.  No  part 
of  the  money  from  such  funds  shall  be  used,  directly  or  indirectly, 
to  pay  a  subsidy  to  the  producers  or  processors  of  copra,  coconut  oil,  fl 
or  allied  products,  except  that  this  sentence  shall  not  be  construed 
as  prohibiting  the  use  of  such  money,  in  accordance  with  regulations 
prescribed  by  the  Commissioner  with  the  approval  of  the  Secretary, 
for  the  acquisition  or  construction  of  facilities  for  the  better  curing  of 
copra  or  for  bona  fide  loans  to  copra  producers  of  Guam  or  American 
Samoa.” 

(b)  Effective  Date  of  Amendment. — The  amendment  made  by 
this  section  shall  be  applicable  only  with  respect  to  taxes  collected 
after  the  date  of  enactment  of  this  Act. 

TITLE  VI— NONESSENTIAL  FEDERAL 
EXPENDITURES 

SEC.  601.  NONESSENTIAL  FEDERAL  EXPENDITURES. 

(a)  There  is  hereby  established  a  committee  to  investigate  Federal 
expenditures  (hereinafter  referred  to  as  the  “committee”),  to  be  com¬ 
posed  of  (1)  three  members  of  the  Senate  Committee  on  Finance  and 
three  members  of  the  Senate  Committee  on  Appropriations,  to  be 
appointed  by  the  President  of  the  Senate;  (2)  three  members  of  the  4 
House  Committee  on  Ways  and  Means  and  three  members  of  the  ™ 
House  Committee  on  Appropriations,  to  be  appointed  by  the  Speaker 
of  the  House  of  Representatives;  and  (3)  the  Secretary  of  the  Treas¬ 
ury,  and  the  Director  of  the  Bureau  of  the  Budget.  A  vacancy  in  the 
committee  shall  not  affect  the  power  of  the  remaining  members  to 
execute  the  functions  of  the  committee,  and  shall  be  filled  in  the  same 
manner  as  the  original  selection.  A  majority  of  the  committee  shall 
constitute  a  quorum,  and  the  powers  conferred  upon  them  by  this 
section  may  be  exercised  by  a  majority  vote. 

(b)  It  shall  be  the  duty  of  the  committee  to  make  a  full  and 
complete  study  and  investigation  of  all  expenditures  of  the  Federal 
Government  with  a  view  to  recommending  the  elimination  or  reduction 
of  all  such  expenditures  deemed  by  the  committee  to  be  nonessential. 
The  committee  shall  report  to  the  President  and  to  the  Congress  the 
results  of  its  study,  together  with  its  recommendations,  at  the  earliest 
practicable  date. 
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(c)  The  committee,  or  any  duly  authorized  subcommittee  thereof,  is 
authorized  to  hold  such  hearings,  to  sit  and  act  at  such  times  and 
places,  to  employ  such  experts  and  such  clerical  and  other  assistants, 
to  require  by  subpena  or  otherwise  the  attendance  of  such  witnesses 
and  the  production  of  such  books,  papers,  and  documents,  to  admin¬ 
ister  such  oaths,  to  take  such  testimony,  and  to  make  such  expendi¬ 
tures,  as  it  deems  advisable.  The  provisions  of  sections  102  to  104, 
inclusive,  of  the  Revised  Statutes  shall  apply  in  case  of  any  failure 
of  any  witness  to  comply  with  any  subpena,  or  to  testify  when  sum¬ 
moned  under  the  authority  of  this  section. 

(d)  The  committee  is  authorized  to  utilize  the  services,  information, 
facilities,  and  personnel  of  the  departments  and  agencies  of  the 
Government. 

(e)  There  is  hereby  authorized  to  be  appropriated,  the  sum  of 
$10,000,  or  so  much  thereof  as  may  be  necessary,  to  carry  out  the 
provisions  of  this  section. 

(f)  All  authority  conferred  by  this  section  shall  terminate  upon 
'  the  submission  of  the  committee’s  final  report. 

Sec.  602.  Section  1303  of  the  Revenue  Act  of  1918,  as  amended, 
is  amended  by  striking  out  “President  of  the  Senate”  wherever  it 
appears  therein  and  inserting  in  lieu  thereof  “President  pro  tempore 
of  the  Senate”. 

TITLE  VII— CREDIT  AGAINST  FEDERAL  UNEM¬ 
PLOYMENT  TAXES 

SEC.  701.  CREDIT  AGAINST  FEDERAL  UNEMPLOYMENT  TAXES. 

(a)  Allowance  of  Credit  Against  Tax  for  1936,  1937,  and  1938. — 
Against  the  tax  imposed  by  section  901  of  the  Social  Security  Act 
for  the  calendar  year  1936,  1937,  or  1938,  any  taxpayer  shall  be 
allowed  credit  (if  credit  is  not  allowable  under  section  902  of  such 
Act)  for  the  amount  of  contributions  paid  by  him  into  an  unemploy¬ 
ment  fund  under  a  State  law — 

(1)  Before  the  sixtieth  day  after  the  date  of  the  enactment 
of  this  Act,  if  such  credit  is  claimed  before  the  expiration  of  six 
months  after  such  date  of  enactment ; 

(2)  Without  regard  to  the  date  of  payment,  with  respect  to 
wages  paid  after  September  19,  1939 ; 

(3)  Without  regard  to  the  date  of  payment,  if  the  assets  of 
the  taxpayer  are,  at  any  time  during  the  fifty-nine-day  period 
following  such  date  of  enactment,  or  were  at  any  time  during  the 
period  August  11,  1939,  to  October  8,  1939,  inclusive,  or  the  period 
October  9,  1940,  to  December  6,  1940,  inclusive,  in  the  custody  or 
control  of  a  receiver,  trustee,  or  other  fiduciary  appointed  by, 
or  under  the  control  of,  a  court  of  competent  jurisdiction. 

The  provisions  of  the  Social  Security  Act  in  force  prior  to  February 
11,  1939  (except  the  provision  limiting  the  credit  to  amounts  paid 
before  the  date  of  filing  returns),  shall  apply  to  allowance  of  credit 
under  this  subsection;  except  that  the  amount  of  credit  against  the 
tax  for  the  calendar  year  1936,  1937,  or  1938,  for  contributions  paid 
after  December  6,  1940,  shall  not  (unless  the  credit  is  allowable  on 
account  of  paragraph  (2)  or  (3) )  exceed  90  per  centum  of  the  amount 
which  would  have  been  allowable  as  credit  on  account  of  such  con- 
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tributions  had  they  been  paid  before  the  last  day  upon  which  the 
taxpayer  was  required  under  section  905  of  such  Act  to  file  a  return 
for  such  year.  The  terms  used  in  this  subsection  shall  have  the  same 
meaning  as  when  used  in  title  IX  of  such  Act  prior  to  February  11, 
1939.  The  total  credit  allowable  against  the  tax  imposed  by  section 
901  of  such  Act  for  the  calendar  year  1936,  1937,  or  1938  shall  not 
exceed  90  per  centum  of  such  tax. 

(b)  Allowance  of  Credit  Against  Tax  for  1939  and  1940. — 
Against  the  tax  imposed  by  the  Federal  Unemployment  Tax  Act  for 
the  calendar  year  1939  or  1940,  any  taxpayer  shall  be  allowed  credit 
(if  credit  is  not  allowable  under  section  1601  of  such  Act)  for  the 
amount  of  contributions  paid  by  him  into  an  unemployment  fund 
under  a  State  law — 

(1)  Before  the  sixtieth  day  after  the  date  of  the  enactment  of 
this  Act,  if  such  credit  is  claimed  before  the  expiration  of  six 
months  after  such  date  of  enactment; 

(2)  Without  regard  to  the  date  of  payment,  if  the  assets  of 
the  taxpayer  are,  at  any  time  during  the  fifty-nine-day  period 
following  such  date  of  enactment,  or  were  at  any  time  during  the 
period  from  the  last,  day  upon  which  the  taxpayer  was  required 
under  section  1604  of  the  Federal  Unemployment  Tax  Act  to  file 
a  return  of  the  tax  against  which  credit  is  claimed  to  June  30 
next  following  such  last  day,  inclusive,  or  (in  the  case  of  credit 
against  the  tax  for  the  calendar  year  1939)  the  period  October  9, 
1940,  to  December  6,  1940,  inclusive,  in  the  custody  or  control  of 
a  receiver,  trustee,  or  other  fiduciary  appointed  by,  or  under  the 
control  of,  a  court  of  competent  jurisdiction. 

The  provisions  of  the  Federal  Unemployment  Tax  Act  (except  section 
1601  (a)  (3)),  including  such  provisions  as  modified  by  section  902 
(e)  of  the  Social  Security  Act  Amendments  of  1939,  shall  apply  to 
allowance  of  credit  under  this  subsection.  The  amount  of  such  credit 
against  the  tax  for  the  calendar  year  1939  or  1940,  in  the  case  of 
contributions  paid  after  the  last  day  upon  which  the  taxpayer  was 
required  under  section  1604  of  the  Federal  Unemployment  Tax  Act 
to  file  a  return  for  such  year,  shall  not  (unless  the  credit  is  allowable 
on  account  of  paragraph  (2))  exceed  90  per  centum  of  the  amount 
which  would  have  been  allowable  as  credit  on  account  of  such  contri¬ 
butions  had  they  been  paid  on  or  before  such  last  day.  The  terms 
used  in  this  subsection  shall  have  the  same  meaning  as  when  used  in 
the  Federal  Unemployment  Tax  Act.  The  total  credit  allowable 
against  the  tax  imposed  by  such  Act  for  the  calendar  year  1939  or 
1940  shall  not  exceed  90  per  centum  of  such  tax. 

(c)  Refund. — Refund,  credit,  or  abatement  of  the  tax  (including 
penalty  and  interest  assessed  or  collected  with  respect  thereto,  if  any), 
based  on  any  credit  allowable  under  subsection  (a)  or  (b),  may  be 
made  in  accordance  with  the  provisions  of  law  applicable  in  the  case 
of  erroneous  or  illegal  assessment  or  collection  of  the  tax  (including 
statutes  of  limitations).  No  interest  shall  be  allowed  or  paid  on  the 
amount  of  any  such  credit  or  refund.  On  and  after  the  date  of  the 
enactment  of  this  Act  no  refund,  credit,  or  abatement  shall  be  allowed 
based  on  any  credit  allowable  under  section  810  of  the  Revenue  Act  of 
1938,  section  902  (a)  of  the  Social  Security  Act  Amendments  of  1939, 
or  section  701  of  the  Second  Revenue  Act  of  1940. 

Approved,  Sept.  20,  12.15  p.  m.  E.  S.  T.,  1941 


